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Connecticut 06-1185706
(State of incorporation) (I.R.S. Employer

Identification No.)

113 King Street, Armonk, New York 10504
(Address of principal executive offices) (Zip Code)

Registrant�s telephone number, including area code: (914) 273-4545

Securities registered pursuant to Section 12(b) of the Act:

Title of each class

Name of each exchange

on which registered
Common Stock, par value $1 per share New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act:

None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.    Yes  x    No  ¨

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.    Yes  ¨    No  x

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.    Yes  x    No  ¨

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files).    Yes  ¨    No  ¨

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of registrant�s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this Form
10-K or any amendment to this Form 10-K.  x

Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See definitions of �large accelerated filer,� �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.

Large accelerated filer  x    Accelerated filer  ¨    Non-accelerated filer  ¨     Smaller reporting company  ¨

Indicate by check mark whether the Registrant is shell company (as defined in Rule 12b-2 of the Act). Yes  ¨    No  x

The aggregate market value of the voting stock held by non-affiliates of the Registrant as of June 30, 2009 was $680,082,504.

As of February 25, 2010, 204,267,261 shares of Common Stock, par value $1 per share, were outstanding.
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Documents incorporated by reference. Portions of the Definitive Proxy Statement of the Registrant, which will be filed on or before March 31,
2010, are incorporated by reference into Parts I and III.
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Part I

Item 1. Business

OVERVIEW OF OUR SERVICES

MBIA Inc. (�MBIA,� the �Company,� �we� or �us�) provides financial guarantee insurance, as well as related reinsurance, advisory and portfolio
services for the public and structured finance markets, and investment management services, including advisory services, on a global basis. The
Company was incorporated as a business corporation under the laws of the state of Connecticut in 1986.

Financial Guarantee Business

Our financial guarantee insurance generally provides investors with an unconditional and irrevocable guarantee of the payment of the principal,
interest or other amounts owing on insured obligations when due or, in the event that we have the right at our discretion to accelerate insured
obligations upon default or otherwise, upon our election to accelerate. Because a financial guarantor�s ratings are generally assigned to insured
obligations, the principal economic value of financial guarantee insurance for capital markets issuers has been the lower interest cost of an
insured obligation relative to the same obligation on an uninsured basis. For investors, our insurance provides not only an additional level of
credit protection but also the benefit of our portfolio monitoring and remediation skills throughout the life of the insurance policy. In addition,
for complex financings and for obligations of issuers that are not well-known by investors, insured obligations have historically received greater
market acceptance than uninsured obligations.

We conduct our financial guarantee business, as well as related reinsurance, advisory and portfolio services, through our wholly-owned
subsidiaries National Public Finance Guarantee Corporation (�National�), our United States (�U.S.�) public finance only financial guarantee
company, and MBIA Insurance Corporation (�MBIA Corp.�), which together with its subsidiaries, writes global structured finance and non-U.S.
public finance financial guarantee insurance. MBIA Corp. is the successor to the business of the Municipal Bond Insurance Association (the
�Association�), which began writing financial guarantees for municipal bonds in 1974. MBIA Corp. is the parent of Capital Markets Assurance
Corporation (�CapMAC�) and until February 2009 was the parent of National, both financial guarantee insurance companies that were acquired by
MBIA Corp.

In February 2009, we restructured our business to re-launch National as a U.S. public finance-only financial guarantee company (the
�Transformation�) through a series of transactions, including the transfer of National (then known as MBIA Insurance Corp. of Illinois) from
MBIA Corp. to a newly established holding company, National Public Finance Guarantee Holdings, Inc., that is 100% owned by MBIA Inc.,
and the reinsurance by National of the U.S. public finance businesses of MBIA Corp. and a third-party financial guarantor, Financial Guaranty
Insurance Corporation (�FGIC�). Pending litigation challenging the establishment of National constrained our new business writings in 2009. The
Transformation is described more fully under the �Our Insurance Operations�National Portfolio� section below and the Transformation-related
litigation is described more fully under �Legal Proceedings� in Part I, Item 3.

After giving effect to the Transformation, MBIA Corp.�s remaining portfolio consists of global structured finance and non-U.S. public finance
business. MBIA Corp. also owns MBIA UK Insurance Limited (�MBIA UK�), a financial guarantee insurance company that is regulated and
supervised by the Financial Services Authority in the United Kingdom and is authorized to carry out insurance business in the United Kingdom
and in the European Economic Area on a cross border services basis. MBIA UK�s principal line of business is the guarantee of both structured
finance and public finance debt obligations in selected international markets. MBIA UK also insures the policies previously insured by MBIA
Assurance S.A. (�MBIA Assurance�), a French insurance company owned by MBIA Corp. which was dissolved in 2007 after the transfer of
MBIA Assurance�s obligations to MBIA UK. MBIA Corp. writes financial guarantee insurance in Mexico through MBIA México, S.A. de C.V.
(�MBIA Mexico�). Generally, throughout the text, references to MBIA Corp. include the activities of its subsidiaries, MBIA UK, MBIA Mexico
and CapMAC.

Investment Management Business

We conduct our investment management business primarily through wholly-owned subsidiaries of Cutwater Holdings, LLC (together,
�Cutwater�), formerly known as MBIA Asset Management, LLC. Cutwater offers advisory services, including cash management, discretionary
asset management and structured products on a

1
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Item 1. Business

fee-for-service basis. We offer these services to public, not-for-profit, corporate and financial services clients, including the Company and its
subsidiaries. Cutwater also manages asset/liability products and conduit programs, which are being wound down.

OUR BUSINESS STRATEGY

Our ratings downgrades and mounting concerns about monoline insurers impaired our ability to write new business in late 2007 and 2008, and
pending litigation challenging the establishment of National constrained our new insurance business writings in 2009. Furthermore,
unprecedented levels of delinquency and loss in our structured finance business, primarily in our insured residential mortgage-backed (�RMBS�)
and insured credit default swaps (�CDS�) portfolios, continue to place considerable stress on our economic results.

In response to these events, we are continuing efforts that we began in the fourth quarter of 2007 to strengthen our balance sheet and transform
our business model.

Strategic Transformation

On February 25, 2008, we announced a strategic plan to restructure our business as soon as feasible, with a goal of within five years. A
significant component of the plan is the creation of separate legal operating entities for our public finance, structured finance and international
financial guarantee businesses as well as our investment management business. The objectives behind this initiative are to provide greater
resilience and financial flexibility under extreme market stress, to obtain the highest possible ratings for each business, and to create more
transparency to investors and policyholders. In February 2009 we completed the first key step in the strategic plan with the establishment of a
U.S. public finance-only financial guarantee company through the Transformation.

The next step in the Transformation, which is unlikely to occur prior to resolution of certain of the Transformation-related litigation, will be to
further position National to write new U.S. public finance financial guarantee insurance policies through the achievement of high stable ratings.
It is our intent to capitalize National at a level consistent with the highest achievable credit ratings through internal capital growth at National
and potentially by raising third-party capital. However, no assurance can be given that we will be able to achieve such ratings.

In February 2010, the Company took another step in its strategic plan by restructuring its investment management subsidiaries and renaming its
investment advisory companies under the �Cutwater� name to reflect and communicate their organizational separation from the Company�s
insurance operations and the wind-down of the Company�s asset/liability products and conduit businesses. In particular, the investment advisory
business now operates under a wholly-owned �Cutwater� branded holding company of MBIA Inc. that no longer owns the wind-down businesses.
Cutwater plans to continue to increase third-party assets under management by taking advantage of strong demand for advisory services
resulting from recent fixed-income market volatility and secular growth in fixed-income asset classes due to demographics and product
innovation. Currently, the majority of assets under management are from third-party clients and this percentage is anticipated to increase over
time.

Capital Preservation, Liquidity Management and Deleveraging

We have taken several steps to preserve capital, enhance liquidity and deleverage the company, including raising $2.65 billion in new debt and
equity capital and converting our $400 million soft capital facility into cash.

First, in 2008, we began aggressively pursuing our rights against sellers/servicers who we believe fraudulently induced us into writing insurance
on their securitizations and breached their contractual obligations by placing ineligible collateral into the transactions and failing to cure such
breaches or repurchase or replace the ineligible collateral upon demand. If we recover the expected damages for the losses resulting from
ineligible loans in these transactions from these sellers/servicers, of which only a portion has been reflected in our loss reserves to date, and we
receive other recoveries associated with defaulted RMBS transactions, we will substantially enhance our capital position. There can be no
assurance, however, that we will recover these damages in full or in a time frame necessary to meet liquidity requirements.

2
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Second, we have enhanced our liquidity risk management framework, the primary objective of which is to monitor potential liquidity constraints
in our asset and liability portfolios and guide the proactive matching of liquidity resources to needs. Our liquidity risk management framework
monitors the Company�s cash and liquid asset resources using stress-scenario testing to ensure that we maintain cash and liquid securities in an
amount in excess of all stress scenario payment requirements. These measurements are performed on a legal entity and operating segment basis.
When liquidity resources fall short of our target liquidity cushions at any level, we generally increase our cash holdings position by selling or
financing assets and/or drawing upon one or more of contingent sources of liquidity.

Third, we have purchased and may, from time to time, directly or indirectly, seek to purchase instruments guaranteed by us or seek to commute
policies where such actions are intended to reduce future expected economic losses. The amount of exposure reduced, if any, and the nature of
any such actions will depend on market conditions, pricing levels from time to time and other considerations. In some cases, these activities may
result in a reduction of expected impairments or loss reserves, but in all cases they are intended to limit our ultimate losses and to reduce the
future volatility in loss development on the related policies.

Finally, we have repurchased debt obligations of the Company and its subsidiaries at substantial discounts, improving the Company�s book value
and enhancing long term liquidity, and may continue to do so at prices that we deem to be economically advantageous.

New Business Activities and Legal Entity Changes

In addition to implementing these initiatives, we also began to expand the services offered by our businesses through reinsurance and financial
advisory transactions.

Reinsurance

While the industry-wide reduction in credit ratings has led to reduced demand for bond insurance across all financial markets, National
generated new business premiums in 2009 from reinsurance provided on a large portfolio of U.S. public finance exposure originally insured by
FGIC with total net par assumed of $181 billion (the �FGIC Transaction�), which was completed in 2008.

Financial Advisory Services

� In 2009, the Company expanded the provision of financial advisory services to Latin American clients in the infrastructure sectors.
LatAm Capital Advisors, Inc. (�LatAm�), an indirect wholly-owned subsidiary of the Company, provides advice in the valuation and
structuring of capital markets transactions and is seeking to expand into third-party fund management utilizing its regional expertise
in infrastructure asset management. LatAm focuses on services that benefit existing clients of the Company and will also forge new
relationships in selected countries throughout Latin America and the Caribbean. Transactions completed in 2009 include the
financial re-leveraging of a major toll road and infrastructure asset valuations.

� In 2009, the Company established MBIA International Advisory Limited in the United Kingdom, a new financial advisory
subsidiary, and is seeking regulatory approval to begin providing financial advisory services to clients in the European Economic
Area in 2010.

Legal Entity Changes

� In February 2010, we restructured and renamed our investment management subsidiaries as described above under �Strategic
Transformation.�
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� In addition, in 2009 the Company formed a new subsidiary, Optinuity Alliance Resources Corporation (�Optinuity�), that provides
management and portfolio remediation services to MBIA Inc. subsidiaries and which is evaluating opportunities to provide portfolio
remediation services to third-party financial guarantors, particularly those that are distressed.

� In 2009, the Company acquired 100% of the ownership interests in LaCrosse Financial Products, LLC (�LaCrosse�) and its parent
company LaCrosse Financial Products Member, LLC from a third party who administered these special purpose vehicles. LaCrosse
historically issued credit default swaps (�CDSs�)
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guaranteed by MBIA Corp. and MBIA UK and has historically been consolidated into the Company�s financial statements under the
criteria for variable interest entities. The acquisitions permit the Company, among other things, to more easily administer the
LaCrosse CDS contracts guaranteed by MBIA Corp. and MBIA UK by eliminating a third-party administrator.

The Company plans to continue to evaluate opportunities to participate in the structured finance and international markets in the future as such
opportunities arise.

We continue to evaluate our business model and may pursue a different set of strategies in the future. There can be no assurance that the
strategies that have been implemented or that will be pursued in the future in connection with this evaluation will result in high stable credit
ratings for each of our insurance companies or for MBIA Inc., will enable us to write new financial guarantee business, will otherwise improve
our financial condition, business condition or operations or will not result in a material adverse effect on the Company.

Statements included in this Form 10-K which are not historical or current facts are �forward-looking statements� made pursuant to the safe harbor
provisions of the Private Securities Litigation Reform Act of 1995. The words �believe,� �anticipate,� �project,� �plan,� �expect,� �intend,� �will likely result,�
or �will continue,� and similar expressions identify forward-looking statements. These statements are subject to certain risks and uncertainties that
could cause actual results to differ materially from historical earnings and those presently anticipated or projected. We wish to caution readers
not to place undue reliance on any such forward-looking statements, which speak only to their respective dates.

Important factors that could cause our actual results and financial condition to differ materially from estimates contained in or underlying the
Company�s forward-looking statements include, among others, those discussed under �Risk Factors� in Part I, Item 1A and �Management�s
Discussion and Analysis of Financial Condition and Results of Operations�Forward-Looking and Cautionary Statements� in Part II, Item 7.

OUR INSURANCE OPERATIONS

Our U.S. public finance insurance business is conducted through National and our structured finance and international insurance operations are
conducted through MBIA Corp. and its subsidiaries. Our ratings downgrades and mounting concerns about monoline insurers have impaired our
ability to write new business since 2007. Pending litigation challenging the establishment of National has further constrained new business
writing in 2009. However, we expect that once the pending litigation is favorably resolved, we will be able to obtain the highest possible credit
ratings and achieve the market acceptance necessary to meet our stated objectives.

We are compensated for our insurance policies by insurance premiums paid upfront and/or on an installment basis. Historically, our financial
guarantee insurance was offered in both the new issue and secondary markets on a global basis. Transactions in the new issue market were sold
either through negotiated offerings or competitive bidding. In negotiated transactions, either the issuer or the underwriter purchases the insurance
policy directly from an insurer. For municipal bond issues involving competitive bidding, the insurance is offered as an option to the
underwriters bidding on the transaction. The successful bidder would then have the option to purchase the insurance, or at times the issuer can
purchase the insurance. We also issue insurance policies to guarantee the payment of principal and interest on municipal obligations being traded
in the secondary market upon the request of a broker or an existing holder of uninsured bonds. The premium is generally paid by the owner of
the obligation. In addition, we have provided financial guarantees to debt service reserve funds. The primary risk in our insurance operations is
that of adverse credit performance in the insured portfolio.

We seek to maintain a diversified insured portfolio and have designed each insured portfolio to manage and diversify risk based on a variety of
criteria including revenue source, issue size, type of asset, industry concentrations, type of bond and geographic area. The insurance policies
issued or reinsured by the Company�s licensed insurers generally provide an unconditional and irrevocable guarantee of the payment required to
be made by, on or behalf of the obligor to a designated paying agent for the holders of the insured obligations of an amount equal to the payment
of the principal of, and interest or other amounts owing on, insured obligations when due or, in the event that the insurance company has the
right, at its discretion, to accelerate insured obligations upon default or otherwise, upon the insurance company�s election to accelerate.
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In the event of a default in payment of principal, interest or other insured amounts by an issuer, the insurance company promises to make funds
available in the insured amount generally on the next business day following notification for U.S. transactions and within longer timeframes for
international transactions, depending on the terms of the insurance policy. Our insurance companies provide for this payment, in some cases
through a third-party bank, upon receipt of proof of ownership of the obligations due, as well as upon receipt of instruments appointing the
insurer as agent for the holders and evidencing the assignment of the rights of the holders with respect to the payments made by the insurer. With
respect to insurance policies issued by FGIC and reinsured by National under the FGIC Transaction, National has agreed to comply with the
terms of the original FGIC policies.

Because we generally guarantee to the holder of the underlying obligation the timely payment of amounts due on such obligation in accordance
with its original payment schedule, in the case of a default or other triggering event on an insured obligation, payments under the insurance
policy cannot be accelerated against us, except in certain limited circumstances, unless we consent to the acceleration. In the event of a default,
however, we may have the right, in our sole discretion, to accelerate the obligations and pay them in full. Otherwise, we are required to pay
principal, interest or other amounts only as scheduled payments come due. Typically, even if the holders are permitted by the terms of the
insured obligations to have the full amount of principal, accrued interest or other amounts due, declared due and payable immediately in the
event of a default, we are required to pay only the amounts scheduled to be paid, but not in fact paid, on each scheduled payment date. Our
payment obligations after a default vary by deal and by insurance type. There are three primary types of policy payment requirements: (i) timely
interest and ultimate principal; (ii) ultimate principal only at final maturity; and (iii) payments upon settlement of individual collateral losses as
they occur after parties subordinated to us in a transaction have absorbed their share of losses. With respect to the insurance of CDS contracts, in
certain events, including the insolvency or payment default of the insurer or the issuer of the CDS, the CDS contract is subject to termination and
the counterparty can make a claim for the full amount due on termination.

National Portfolio

Through its reinsurance of U.S. public finance financial guarantees from MBIA Corp. and FGIC, National�s insurance portfolio consists of
municipal bonds, including tax-exempt and taxable indebtedness of United States political subdivisions, as well as utility districts, airports,
health care institutions, higher educational facilities, student loan issuers, housing authorities and other similar agencies and obligations issued
by private entities that finance projects that serve a substantial public purpose. Municipal bonds and privately issued bonds used for the
financing of public purpose projects generally are supported by taxes, assessments, user fees or tariffs related to the use of these projects, by
lease payments or by other similar types of revenue streams.

FGIC Transaction

In the third quarter of 2008, MBIA Corp. closed the FGIC Transaction, in which MBIA Corp. assumed a significant portion of FGIC�s U.S.
public finance insurance portfolio. As of the closing date, the reinsured portfolio consisted of investment grade credits, primarily in the general
obligation, water and sewer, tax-backed and transportation sectors, and did not contain any CDS contracts, below investment grade credits or
other credits that were inconsistent with our credit underwriting standards. The reinsurance was provided on a �cut-through� basis, which enables
FGIC�s policyholders to receive the benefit of MBIA Corp.�s reinsurance by allowing them to present claims directly to MBIA Corp. The FGIC
reinsurance agreement is incorporated by reference as an exhibit to this Form 10-K and any description of it in this Form 10-K is qualified in its
entirety by the agreement.

Under the FGIC Transaction, MBIA Corp. assumed a total net par of approximately $181 billion and received upfront unearned premiums, net
of a ceding commission paid to FGIC, of approximately $717 million. As required by the New York State Insurance Department in connection
with its approval of the reinsurance transaction, the funds were placed in a trust and, in accordance with the terms of the trust, released on
June 30, 2009. On December 1, 2008, MBIA Corp. entered into an Administrative Services Agreement with FGIC allowing MBIA Corp. to
administer and remediate credits in the portfolio.

MBIA Corp. subsequently assigned its rights, interests, and obligations under the FGIC reinsurance agreement to National as part of the
Transformation described below. In addition, MBIA Corp. assigned all of its rights and interests in the trust to National as payment to National
of the amount of the net unearned premium reserve (net of ceding commission) associated with the FGIC insurance policies; as such, assets were
released from the trust to National on June 30, 2009.
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Transformation

Under the Transformation, the Company executed a series of transactions to establish National as a U.S. public finance-only financial guarantee
company. The stock of National, formerly known as MBIA Insurance Corp. of Illinois, a financial guarantee insurance company which was
acquired by the Company in 1989 and was a direct subsidiary of MBIA Corp., was transferred by MBIA Corp. to the Company, then contributed
by the Company to a newly established intermediate holding company, National Public Finance Guarantee Holdings, Inc., which is itself a
wholly-owned subsidiary of the Company. National was previously domiciled in Illinois until it was redomesticated to New York effective
December 1, 2009.

In addition, on February 17, 2009, MBIA Corp. ceded all of its U.S. public finance business to National by entering into a Quota Share
Reinsurance Agreement with National, effective January 1, 2009 (the �MBIA Corp. Reinsurance Agreement�), and by assigning to National
pursuant to a separate assignment agreement its rights, interests and obligations with respect to the U.S. public finance business of FGIC that
was reinsured by MBIA Corp. pursuant to a reinsurance agreement with FGIC (the �FGIC Reinsurance Agreement�). The MBIA Corp.
Reinsurance Agreement is incorporated by reference as an exhibit to this Form 10-K and any description of it in this Form 10-K is qualified in
its entirety by the agreement. The portfolio transferred to National by reinsurance or through the assignment of the FGIC Reinsurance
Agreement consists entirely of U.S. public finance business with total net par outstanding of approximately $554 billion as of January 1,
2009. The reinsurance and assignment transactions between MBIA Corp. and National became effective as of January 1, 2009.

In connection with the reinsurance and assignment transactions, MBIA Corp. paid to National a premium to reinsure the policies covered by the
MBIA Corp. Reinsurance Agreement and the assignment agreement, net of a ceding commission on the unearned premium reserve, and National
was further capitalized through a dividend and return of capital paid by MBIA Corp. to MBIA Inc., which was contributed to National.

MBIA Corp. and National received the required regulatory approvals from the New York and Illinois insurance departments prior to executing
the Transformation. National was previously domiciled in Illinois and redomesticated to New York effective December 1, 2009.

MBIA Corp. continues to insure its remaining book of structured finance and international business, as well as the Guaranteed Investment
Contracts and medium-term notes (�MTNs�) managed by Cutwater. The Transformation has constrained the ability of National and MBIA Corp.
to pay dividends to MBIA Inc. which affects the Company�s liquidity. The impact of the Transformation on the Company�s liquidity is described
further in �Note 18: Insurance Regulations and Dividends� in the Notes to Consolidated Financial Statements of MBIA Inc. and Subsidiaries in
Part II, Item 8.

In general, references herein to National-insured or issued policies include those insurance policies reinsured from MBIA Corp. or under the
FGIC Transaction, unless indicated otherwise.

Portfolio Profile

As of December 31, 2009, National had 29,765 insurance policies outstanding diversified among 11,629 �credits,� which we define as any group
of issues supported by the same revenue source.

As of December 31, 2009, the net par amount outstanding on National�s insured U.S. public finance obligations was $508.0 billion. Net insurance
in force, which includes all insured debt service, as of December 31, 2009 was $821.7 billion.
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The table below sets forth information with respect to the original par amount insured per issue in the National portfolio as of December 31,
2009:

National U.S. Public Finance Original Par Amount Per Issue

as of December 31, 2009(1)

Original Par Amount Written Per Issue

Number of
Issues

Outstanding

% of Total
Number of
Issues

Outstanding

Net Par
Amount

Outstanding
(In

billions)

% of Net
Par

Amount
Outstanding

Less than $10 million 20,652 69.4% $ 61.7 12.2% 
$10-25 million 4,549 15.3% 72.6 14.3% 
$25-50 million 2,268 7.6% 79.9 15.7% 
$50-100 million 1,311 4.4% 90.9 17.9% 
$100-200 million 648 2.2% 89.6 17.6% 
$200-300 million 192 0.7% 46.4 9.1% 
$300-400 million 72 0.2% 24.5 4.8% 
$400-500 million 41 0.1% 18.2 3.6% 
Greater than $500 million 32 0.1% 24.2 4.8% 

Total 29,765 100.0% $ 508.0 100.0% 

(1) Net of reinsurance.
All of the policies were underwritten on the assumption that the insurance will remain in force until maturity of the insured obligations. National
estimates that the average life of its domestic public finance insurance policies in force as of December 31, 2009 was 10.8 years. The average
life was determined by applying a weighted average calculation, using the remaining years to contractual maturity and weighting them on the
basis of the remaining debt service insured. No assumptions were made for any future refundings, early redemptions or terminations of insured
issues. Average annual insured debt service on the portfolio as of December 31, 2009 was $44.6 billion.

The table below shows the diversification by type of U.S. public finance insurance that was outstanding as of December 31, 2009:

National U.S. Public Finance Net Par Amount Outstanding by Bond Type as of December 31, 2009(1)

In millions
Net Par
Amount

Bond Type
Public Finance: United States
General Fund Obligation $ 193,541
General Fund Obligation�Lease 41,389
Municipal Utilities 90,344
Taxed Backed 63,051
Transportation 49,123
Health Care 16,241
Higher Education 27,454
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Student Loans�Public Finance 2,164
Municipal Housing 6,948
Military Housing 8,273
Investor-Owned Utilities 7,367
Other 2,095

Total United States�Public Finance $ 507,990

(1) Net of reinsurance.
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National�s underwriting guidelines limit the net insurance in force for any one insured credit. In addition, National is subject to both rating
agency and regulatory single-risk limits with respect to any insured bond issue. See the �Insurance Regulation� section below for a description of
these regulatory requirements. As of December 31, 2009, National�s net par amount outstanding for its ten largest insured U.S. public finance
credits totaled $29.8 billion, representing 5.9% of National�s total U.S. public finance net par amount outstanding.

MBIA Corp. Insured Portfolio

MBIA Corp. has insured and reinsured structured finance and international financial obligations which are sold in the new issue and secondary
markets, including:

� structured finance and asset-backed obligations, including obligations collateralized by diverse pools of corporate loans or secured by
or payable from a specific pool of assets having an ascertainable future cash flow;

� payments due under credit and other derivatives, including termination payments that may become due upon the occurrence of
certain events, as further described below;

� privately issued bonds used for the financing of public purpose projects or entities, which are located outside of the United States and
that include toll roads, bridges, airports, public transportation facilities, utilities and other types of infrastructure projects serving a
substantial public purpose; and

� obligations of sovereign and sub-sovereign issuers, which includes regions, departments or their equivalent in each jurisdiction as
well as sovereign owned entities that are supported by a sovereign state, region or department.

As of December 31, 2009, MBIA Corp. had 1,323 policies outstanding in its insured portfolio. In addition, MBIA Corp. had 311 insurance
policies outstanding relating to asset/liability products liabilities issued by the Company and its subsidiaries. MBIA Corp.�s total policies are
diversified among 865 �credits,� which we define as any group of issues supported by the same revenue source.

In addition, certain of our insurance policies guarantee payments due under CDSs and other derivatives, including termination payments that
may become due upon the occurrence of certain events, such as the insolvency of or a payment default by the financial guarantor or the CDS
issuer. In 2008 the Company announced that it had ceased insuring new credit derivative contracts within its insurance operations except for
transactions related to the reduction of existing insured credit derivative exposure.

Structured Finance and Asset-Backed Obligations

Structured finance obligations insured by MBIA Corp. typically are securities repayable from expected cash flows generated by a specified pool
of assets, such as residential and commercial mortgages, insurance policies, consumer loans, corporate loans and bonds, trade and export
receivables, leases for equipment, aircraft and real property, private sector student loans, and infrastructure projects. Structured finance
obligations are either secured by undivided interests or collateralized by the related assets. Additional policies have included payments due under
CDSs and other derivatives, including termination payments that may become due upon the occurrence of certain events, such as the insolvency
of or a payment default by the financial guarantor or the CDS issuer.

Structured finance transactions are often structured such that the insured obligations are intended to benefit from some form of credit
enhancements such as over-collateralization, subordination, excess cash flow or first loss protection, to cover credit risks. Structured finance
obligations contain risks including asset risk, which relates to the amount and quality of asset coverage, structural risk, which relates to the
extent to which the transaction structure protects the interests of the investors from the bankruptcy of the originator of the underlying assets or
the issuer of the securities, and servicer risk, which relates to problems with the transaction servicer (the entity which is responsible for
collecting the cash flow from the asset pool) that could affect the servicing of the underlying assets. Additionally, the inclusion of a large
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number of ineligible mortgage loans in MBIA Corp.-insured transactions has resulted in unforeseen risks to many transactions which has caused,
and may continue to cause, material losses beyond any stress analyses undertaken at origination.

Credit Derivatives

In 2008, the Company announced that it had ceased insuring new credit derivative contracts except in transactions related to the reduction of
existing insured credit derivative exposure. In addition, the Company announced that it had suspended the writing of all new structured finance
business for approximately six months.

8

Edgar Filing: MBIA INC - Form 10-K

Table of Contents 16



Table of Contents

Item 1. Business

Since that temporary suspension we adjusted target structured finance risk sectors and underwriting criteria in this business and are continuing to
track developments in the structured finance industry. Currently, the structured finance industry is generating very few credit enhancement
opportunities for the Company, and it is uncertain how or when the Company may re-engage this market.

International Obligations

Outside the United States, financial guarantee insurance has been used by issuers of sovereign and sub-sovereign bonds, structured finance
securities, utility debt and financing for public purpose projects, among others. We have insured both structured finance and public finance
obligations in select international markets and the risk profile of our international exposure is similar to that in the United States, although there
are unique risk factors related to each country and region that are evaluated at origination and on an ongoing basis. These factors include legal,
regulatory, economic and political variables, the sophistication of and trends in local capital markets and currency exchange risks. Ongoing
privatization initiatives in some regions have shifted the financing of new projects from the government to the capital markets, where investors
can benefit from the default protection provided by financial guarantee insurance. The development of structured finance securitizations has
varied to date by region depending on the development stage of the local capital markets and the impact of financial regulatory requirements,
accounting standards and legal systems.

Portfolio Profile

As of December 31, 2009, the net par amount outstanding on MBIA Corp.�s insured obligations, including insured obligations of MBIA UK,
MBIA Mexico and CapMAC (excluding $6.0 billion of MBIA insured investment agreements and MTNs for our asset/liability products
transactions) (the �Structured Finance and International Portfolio�) was $204.5 billion. Net insurance in force for the above portfolio, which
includes all insured debt service, as of December 31, 2009 was $264.6 billion.

The table below sets forth information with respect to the original par amount insured per issue in MBIA Corp.�s Structured Finance and
International Portfolio as of December 31, 2009:

MBIA Corp. Original Par Amount for the Structured Finance and International

Portfolio Per Issue as of December 31, 2009(1)(2)

Original Par Amount Written Per Issue

Number of
Issues

Outstanding

% of Total
Number of
Issues

Outstanding

Net Par
Amount

Outstanding
(In

billions)

% of Net
Par

Amount
Outstanding

Less than $10 million 355 26.8% $ 1.2 0.6% 
$10-25 million 229 17.3 3.9 1.9
$25-50 million 170 12.9 6.2 3.0
$50-100 million 159 12.0 11.8 5.8
$100-200 million 133 10.1 19.7 9.6
$200-300 million 77 5.8 18.6 9.1
$300-400 million 48 3.6 16.6 8.1
$400-500 million 28 2.1 12.5 6.1
Greater than $500 million 124 9.4 114.0 55.8

Total 1,323 100.0% $ 204.5 100.0% 
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(1) Net of reinsurance.
(2) Excludes $6.0 billion relating to investment agreements and MTNs issued by affiliates of the Company through our asset/liabilities products segment and

guaranteed by MBIA Corp.
MBIA Corp. underwrites its policies on the assumption that the insurance will remain in force until maturity of the insured obligations. MBIA
Corp. estimates that the average life of its structured finance and international insurance policies in force as of December 31, 2009 was 8.5 years.
The average life was determined by applying a calculation using the remaining years to contractual maturity for international obligations and
estimated maturity
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for structured finance obligations and weighting them on the basis of the remaining debt service insured. No assumptions were made for any
future refundings, early redemptions or terminations of insured issues. Average annual insured debt service on the portfolio as of December 31,
2009 was $24.2 billion.

The table below shows the diversification by type of Structured Finance and International insurance that was outstanding as of December 31,
2009:

MBIA Corp. Net Par Outstanding for the Structured Finance and International

Portfolio by Bond Type as of December 31, 2009(1)

In millions
Net Par
Amount

Bond Type
Public Finance: Non-United States
International Utilities $ 11,214
Sovereign and Sub-Sovereign 10,821
Transportation 9,862
Local Governments (2) 433
Health Care 85

Total Public Finance�Non-United States 32,415

Structured Finance: United States
Collateralized Debt Obligations (3) 77,116
Mortgage-Backed Residential 19,320
Mortgage-Backed Commercial 420
Consumer Asset Backed:
Auto Loans 4,131
Student Loans�Structured Finance 1,234
Manufactured Housing 1,648
Other Consumer Asset Backed 482
Corporate Asset Backed:
Aircraft Portfolio Lease Securitizations 2,597
Rental Car Fleets 1,798
Secured Airline Equip Securitizations 2,319
Other Operating Assets 878
Structured Insurance Securitizations 4,878
Franchise Assets 894
Intellectual Property 3,293
Other Corporate Asset Backed 1,625

Total United States 122,633

Structured Finance: Non-United States
Collateralized Debt Obligations (3) 35,051
Mortgage-Backed Residential 2,221
Mortgage-Backed Commercial 4,211
Corporate Asset Backed:
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Aircraft Portfolio Lease Securitizations 1,518
Secured Airline Equip Securitizations 332
Structured Insurance Securitizations 100
Franchise Assets 866
Future Flow 1,666
Other Corporate Asset Backed 3,516

Total Non-United States 49,481

Total Global Structured Finance 172,114

Total $ 204,529

(1) Par amount outstanding, net of reinsurance.
(2) Includes municipal-owned entities backed by the sponsoring local government.
(3) Includes transactions (represented by structured pools of primarily investment grade corporate credit risks or commercial real estate assets) that do not include

typical CDO structuring characteristics, such as tranched credit risk, cash flow waterfalls, or interest and over-collateralization coverage tests.
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MBIA Corp.�s underwriting guidelines limit the net insurance in force for any one insured credit. In addition, MBIA Corp. is subject to both
rating agency and regulatory single-risk limits with respect to any insured bond issue. See the �Insurance Regulation� section below for a
description of these regulatory requirements. As of December 31, 2009, MBIA Corp.�s net par amount outstanding for its ten largest non-U.S.
public finance credits insured totaled $12.6 billion, representing 6.1% of MBIA Corp.�s total net structured finance and international par amount
outstanding, and the net par outstanding for its ten largest structured finance credits (without aggregating issues of common issuers), was $22.9
billion, representing 11.2% of the total.

Risk Management

MBIA�s risk management is comprised of different units that oversee credit, market and operational risks at transaction origination and in
ongoing portfolio monitoring and surveillance. Our Special Situations Group monitors certain transactions that require special expertise or that
are subject to intensive remediation. MBIA Corp. and National each has a credit risk committee to review underwriting decisions and processes.
On an enterprise-wide basis there are four central executive committees that provide risk oversight with the Risk Oversight Committee focused
on firm-wide risk review, policies and decisions related to credit market, operational, legal, financial and business risks, the Loss Reserve
Committee reviewing reserve activity and the Executive Credit and Market Risk/Investment Committees reviewing specific transactions and
portfolios. Prior to the Transformation the risk management function was performed enterprise wide by a Risk Management Division, which
managed origination and ongoing insured portfolio concentrations and exposure limits, and the Insured Portfolio Management Division, which
managed monitoring and remediation.

The Board of Directors and its Committees oversee different risks faced by the Company and its subsidiaries. The Board regularly evaluates and
discusses risks associated with strategic initiatives, and the CEO�s risk management performance is one of the criteria used by the Board in
evaluating the CEO. On an annual basis, the Board also evaluates and approves the Company�s risk tolerance guidelines. The purpose of the Risk
Tolerance Policy is to delineate the types of risk considered tolerable and justifiable within the Company, and provides the basis upon which risk
criteria and procedures are developed and applied consistently across the Company. The Board�s Audit Committee and its Finance and Risk
Committee also play an important role in overseeing different types of risks.

The Audit Committee�s oversees risks associated with financial and other reporting, auditing, legal and regulatory compliance, and risks that may
otherwise result from the Company�s operations. The Audit Committee oversees these risks by monitoring (i) the integrity of the financial
statements of the Company and of other material financial disclosures made by the Company, (ii) the qualifications and independence of the
Company�s independent auditor, (iii) the performance of the Company�s internal audit function and independent auditor, (iv) the Company�s
compliance policies and procedures and its compliance with legal and regulatory requirements and (v) the performance of the Company�s
operational risk management function.

The Finance and Risk Committee oversees the Company�s credit risk governance framework, market risk, liquidity risk and other material
financial risks. The Finance and Risk Committee oversees these risks by monitoring the Company�s (i) investment portfolio and policies,
(ii) capital and liquidity policies and practices, (iii) market risk management and (iv) the governance of credit risk in the Company and its
subsidiaries. The Finance and Risk Committee�s responsibilities help manage risks associated with the Company�s investment and insured
portfolios, liquidity and lines of business.

At each regular meeting of the Board, the Chairs of each of these committees reports to the full Board regarding the meetings and activities of
the committee.

Origination, Monitoring and Remediation

We monitor and remediate our existing insured portfolios on an ongoing basis. Although our monitoring and remediation activities vary
somewhat by sector and bond type, in all cases we focus on assessing event risk and possible losses under stress.

� U.S. Public Finance: For U.S. public finance, our underwriting at origination and ongoing monitoring focuses on economic, political
trends, issuer or project debt and financial management, construction and start up risk, adequacy of historical and anticipated cash
flows under stress, satisfactory legal structure
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and bond security provisions, viable tax and economic bases, including consideration of tax limitations and unemployment trends,
adequacy of stressed loss coverage and project feasibility, including satisfactory reports from consulting engineers, traffic advisors
and others, if applicable. Depending on the transaction, specialized cash flow analyses may be conducted to understand loss
sensitivity. In addition, specialized credit analysts consider the potential event risk of natural disasters or headline events on both
single transactions and across a sector, as well as regulatory issues. U.S. public finance transactions are monitored periodically by
reviewing trustee, issuer and project financial and operating reports as well as reports provided by technical advisors and counsel.
Projects are periodically visited by MBIA personnel.

� International Public Finance: International public finance transactions are underwritten, monitored and remediated in a manner
consistent with U.S. public finance transactions. In addition, specialized credit analysts consider country risk, and projects are also
periodically visited by MBIA personnel. Furthermore, counterparty exposures are reviewed periodically and when a counterparty is
downgraded.

� Structured Finance Transactions: For structured transactions, we focus on the historical and projected cash flows generated by the
assets, credit and operational strength of the originator, servicer, manager and/or operator of the assets, and the nature of the
transaction�s structure (including the degree of protection from bankruptcy of the originator or servicer). We use both probability
modeling and cash flow sensitivity analysis (both at the transaction and asset specific levels) to test asset performance assumptions
and performance covenants, triggers and remedies. Structured finance transactions are monitored periodically by reviewing periodic
trustee, servicer and portfolio manager statements, compliance reviews with transaction documents and ongoing analyses of cash
flows. Specialized credit analysts monitor servicer performance, including potentially through site visits, forensic audits,
management meetings and financial statement reviews. In addition to servicer performance monitoring, these credit analysts also
track counterparty exposures to individual financial institutions and corporate entities across all of MBIA�s insured portfolios. The
credit portfolio manager and analysts use various quantitative tools and qualitative analyses to test for credit quality, correlation,
liquidity and capital sensitivity within the insured portfolio. Such portfolio analyses are used in understanding risk concentrations
and in periodic reporting to the Risk Oversight Committee and the Finance and Risk Committee of the Company�s Board of
Directors.

Key to our ongoing monitoring is early detection of deterioration in either transaction credit quality or macroeconomic or market factors that
could adversely impact an insured credit. If a problem is detected, analysts work with the issuer, trustee, legal counsel, servicer, other creditors
and underwriters or other related parties to reduce chances of default and the potential severity of loss upon a default. We typically require the
issuer, servicer and the trustee to furnish periodic financial and asset information, including audited financial statements for review. Potential
problems uncovered through this review, such as poor financial or operating results, low fund balances, covenant or trigger violations, trustee or
servicer problems, or excessive litigation, could result in an immediate surveillance alert and an evaluation of possible remedial actions.
Ongoing analyses, as appropriate, of general economic and regulatory conditions, state and municipal finances and budget developments are also
conducted to evaluate the impact on issuers and credits within our insured portfolio. For troubled credits, we develop loss mitigation strategies
and in the event of significant stress may involve a dedicated workout unit, the Special Situations Group, to assess and monitor the credit and, if
necessary, develop and implement a remediation strategy.

In an effort to mitigate losses, the Special Situations Group is regularly involved in the ongoing remediation of credits that may involve, among
other things, waivers or renegotiations of financial covenants or triggers, waivers of contractual provisions, the granting of consents, and the
taking of various other remedial actions. The nature of any remedial action is based on the type of insured issue and the nature and scope of the
event giving rise to the remediation. In most cases, as part of any such remedial activity, we are able to improve our security position and obtain
concessions from the issuer of the insured bonds. From time to time, the issuer of our insured bond may, with our consent, restructure the
insured obligation by extending the term, increasing or decreasing the par amount or decreasing the related interest rate, sometimes with our
insuring the restructured obligation.

We use an internal credit rating system to monitor credits, with frequency of review based on risk type, internal rating, performance and credit
quality. Credits with performance issues are designated as �Caution List-Low,� �Caution List-Medium� or �Caution List-High� based on the nature
and extent of our concerns, but these
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categories do not require establishment of any case basis reserves. In the event we determine that a claim for payment is possible with respect to
an insured issue using probability-weighted expected cash flows based on available information, including market data, we place the issue on the
�Classified List� and establish a case basis reserve for that insured issue.

Credit Risk Models

We use credit risk models to test qualitative judgments, to design appropriate structures and to understand sensitivity within transactions and
across broader portfolio exposure concentrations. Models are updated to reflect changes in both portfolio and transaction data and also in
expectations of stressed future outcomes. For portfolio monitoring we use internal and third-party models based on individual deal attributes and
customized structures and these models are also used to determine case basis loss reserves and, where applicable, to mark-to-market any insured
obligations that are required for financial reporting. When using third-party models, we perform the same review and analyses of the collateral,
deal structure, performance triggers and cash flow waterfalls as when using our internal models. See �Risk Factors�Insured Portfolio Loss Related
Risk Factors�Financial modeling contains uncertainty over ultimate outcomes which makes it difficult to estimate liquidity, potential paid claims,
loss reserves and mark-to-market� in Part I, Item 1A.

Market Risk Assessment

We measure and assess market risk on a consolidated basis and in the investment management business. Key market risks are changes in interest
rates, credit spreads and foreign exchange. The market risk function measures and monitors such risks using various models and methodologies
to test economic exposure under market stress, including parallel and non-parallel shifts in the yield curve, changes in credit spreads, stressed
liquidity scenarios and stressed counterparty exposures. The analyses are used in testing investment portfolio guidelines and are reported to the
Executive Market/Investment Committee and the Finance and Risk Committee of the Company�s Board of Directors.

Operational Risk Assessment

The Operational Risk function identifies and assesses potential economic loss or reputational impact arising from processes, systems, or staff
actions, as well as identifying vulnerabilities to operational disruptions caused by external events. Operational risk is generally managed using a
self-assessment process across our business units and Internal Audit reviews to monitor controls associated with the execution of key processes.
The Operational Risk group reports periodically to management�s Risk Oversight Committee and the Audit Committee of the Company�s Board
of Directors. The Audit Committee reviews the Company�s operational risk profile, risk event activity and ongoing risk mitigation efforts.

Losses and Reserves

Loss and loss adjustment expense (�LAE�) reserves are established by Loss Reserve Committees in each of our major operating insurance
companies (National, MBIA Corp. and MBIA UK) and reviewed by our executive Loss Reserve Committee, which consists of members of
senior management. The Company�s loss and LAE reserves as of December 31, 2009 represent case basis reserves and accruals for LAE
incurred. Case basis reserves represent the Company�s estimate of expected losses to be paid under an insurance contract, net of potential
recoveries and discounted using a current risk-free interest rate, on insured obligations that have defaulted or are expected to default when this
amount exceeds unearned premium revenue.

For a further discussion of the methodology used by the Company for determining when a case basis reserve is established, see �Management�s
Discussion and Analysis of Financial Condition and Results of Operations�Critical Accounting Estimates��Loss and Loss Adjustment Expense
Reserves� in Part II, Item 7. Management believes that our reserves are adequate to cover the ultimate net cost of claims. However, because the
reserves are based on management�s judgment and estimates, there can be no assurance that the ultimate liability will not exceed such estimates
or that the timing of claims payments and the realization of recoveries will not create liquidity issues for the insurance companies.
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Reinsurance

Outward Reinsurance

State insurance laws and regulations, as well as the rating agencies who rate our insurance companies impose minimum capital requirements on
financial guarantee companies, limiting the aggregate amount of insurance and the maximum size of any single risk exposure which may be
written. Historically, we have decreased the insured exposure in our portfolio and increased our capacity to write new business by reinsuring
certain of our gross liabilities with third parties on an aggregate and single risk basis through treaty and facultative reinsurance. Additionally, we
have entered into agreements under which we are entitled to reimbursement of losses on our insured portfolio but which do not qualify as
reinsurance under accounting principles generally accepted in the United States of America (�GAAP�). In the future, we do not intend to utilize
reinsurance to a material degree for these purposes.

As primary insurers, our insurance companies are required to honor their obligations to their policyholders whether or not our reinsurers and
other reimbursement parties perform their agreement obligations to us. We monitor the financial position and financial strength rating of all of
our reinsurers on a regular basis. Over the past several years, most of the Company�s reinsurers have been downgraded and all are now subject to
more frequent rating agency review. Although there was no material impact on the Company for any of the rating agency actions through 2009
relating to its reinsurers, the overall benefit of the reinsurance to MBIA is reduced. When a reinsurer is downgraded by one or more of the rating
agencies, less capital credit is given to MBIA under rating agency capital adequacy assessment models. Additionally, any significant rating
downgrade or financial deterioration of one or more of our reinsurers could require the establishment of reserves against any receivables due
from the reinsurer. To offset the counterparty risk, MBIA requires certain unauthorized reinsurers to maintain bank letters of credit or establish
trust accounts to cover liabilities ceded to such reinsurers under reinsurance contracts. As of December 31, 2009, the amount of funds held for
the benefit of MBIA totaled $830 million. The Company remains liable on a primary basis for all reinsured risk, and although MBIA believes
that its reinsurers remain capable of meeting their obligations, there can be no assurance of such in the future.

The Company generally retains the right to reassume the business ceded to reinsurers under certain circumstances, including rating downgrades
of its reinsurers. In 2009, MBIA recaptured business from six reinsurers as a result of their ratings downgrades. Additionally, business from two
reinsurers was recaptured during 2009 unrelated to reassumption rights based on ratings changes. The Company also maintained other
reimbursement agreements with its reinsurers that were not accounted for as reinsurance, which were also commuted during 2009 and were not
related to a rating downgrade. Under its commutation agreements, the Company is paid an amount based on estimates of present and future
exposures and taking into account the time value of money, which amount includes, but is not limited to, the unearned premium reserves and
loss reserves established for the insurance policies associated with the commuted reinsurance. In exchange for payment of the agreed
amount, the reinsurer�s exposure to the ceded policies is commuted.

We may also look to reduce risks embedded in our insured portfolio on an individual and portfolio-wide basis by entering into derivative
transactions or other types of hedging arrangements.

Channel Re Reinsurance Agreements

In February 2004, the Company, together with Renaissance Re Holdings, Ltd., Koch Financial Re, Ltd. and Partner Reinsurance Company Ltd.,
formed Channel Re, a Bermuda-based financial guarantee reinsurance company then rated Triple-A by S&P and Moody�s. Channel Re�s ratings
have since been withdrawn at its request following a series of downgrades. The Company invested $63.7 million for a 17.4% ownership interest
in Channel Re. In February 2004, MBIA Corp. and Channel Re entered into arrangements whereby Channel Re agreed to provide committed
reinsurance capacity to MBIA Corp. at least through June 30, 2008, a date which was later extended to June 30, 2010. Under treaty and
facultative reinsurance arrangements, MBIA Corp. agreed to cede to Channel Re and Channel Re agreed to assume from MBIA Corp. varying
percentages of designated insurance policies issued by MBIA Corp. The amount of any policy subject to the committed reinsurance
arrangements is based on the type of risk insured and on other factors. The reinsurance arrangements provide Channel Re with certain
preferential terms, including those related to ceding commissions. In June 2009 Channel Re was put into run off by its Board of Directors and a
run off plan was reviewed by the Bermuda Monetary Authority and approved by the Channel Re Board in September 2009. The run off plan
stipulates that no additional business will be ceded to Channel Re and provides for the ongoing management of Channel Re during the run off
period.
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For the year ended December 31, 2009, the Company expects Channel Re to continue to report negative shareholders� equity on a GAAP basis
primarily due to unrealized losses on ceded insured derivatives based on fair value accounting. The Company believes Channel Re has sufficient
liquidity supporting its business to fund existing obligations related to ceded insured credit derivatives contracts and financial guarantee policies.
Although amounts on deposit in trust accounts for the benefit of MBIA limit the potential for Channel Re to default on its obligations to MBIA,
there can be no assurance that Channel Re will not default on its obligations to MBIA that exceed the amounts already held in the trust accounts.

Intercompany Reinsurance Arrangements

Under the Transformation, MBIA Corp. and National entered into the MBIA Corp. Reinsurance Agreement as well as an assignment agreement
under which MBIA Corp. assigned its rights and obligations under the FGIC Reinsurance Agreement. In addition, National entered into
second-to-pay policies covering the policies covered by each of these agreements. Each of these transactions and the terms of those documents
are further described under the �Our Insurance Operations�National Portfolio� section above.

MBIA Corp. has entered into a reinsurance agreement with MBIA UK providing for MBIA Corp.�s reimbursement of the losses incurred by
MBIA UK in excess of a specified threshold and a net worth maintenance agreement in which MBIA Corp. agrees to maintain the net worth of
MBIA UK, to remain its sole shareholder and not to pledge its shares. Under the reinsurance agreement, MBIA Corp. has agreed to reimburse
MBIA UK on an excess-of-loss basis for losses incurred in each calendar year for net retained insurance liability, subject to certain contract
limitations. Under the net worth maintenance agreement, MBIA Corp. agrees to maintain a minimum capital and surplus position at MBIA UK
in accordance with United Kingdom and New York State regulatory requirements.

MBIA Corp. and CapMAC entered into a reinsurance agreement under which MBIA Corp. agreed to reinsure 100% of the net liability and other
obligations of CapMAC in exchange for CapMAC�s payment of a premium equal to the ceded reserves and contingency reserves.

MBIA Corp. has also entered into a reinsurance agreement and net worth maintenance agreement with MBIA Mexico pursuant to which MBIA
Corp. reinsures 100% of the business underwritten by MBIA Mexico and agrees to maintain the amount of capital in MBIA Mexico required by
applicable law or regulation.

Insurance Regulation

The Company�s insurance subsidiaries are licensed to issue financial guarantee policies in multiple jurisdictions as needed to conduct their
business activities, including the United Kingdom and Mexico for subsidiaries operating in those jurisdictions, and are subject to insurance
regulations in those jurisdictions. National, MBIA Corp. and CapMAC are incorporated and licensed to do insurance business in, and are subject
to primary insurance regulation and supervision by, the State of New York (their state of incorporation). On December 1, 2009 National became
incorporated in the State of New York and the New York State Insurance Department became its primary regulator. Until December 1, 2009,
National was subject to primary insurance regulation and supervision by the State of Illinois.

The extent of state insurance regulation and supervision varies by jurisdiction, but New York, the United Kingdom, Mexico and most other
jurisdictions have laws and regulations prescribing minimum standards of solvency, including minimum capital requirements, and business
conduct which must be maintained by insurance companies. These laws prescribe permitted classes and concentrations of investments. In
addition, some state laws and regulations require the approval or filing of policy forms and rates. MBIA Corp. and National each are required to
file detailed annual financial statements with the New York State Insurance Department (�NYSID�) and similar supervisory agencies in each of
the other jurisdictions in which it is licensed. The operations and accounts of the insurance companies are subject to examination by these
regulatory agencies at regular intervals.

New York Insurance Regulation

Our domestic insurance companies are licensed to provide financial guarantee insurance under Article 69 of the New York Insurance Law.
Article 69 defines financial guarantee insurance to include any guarantee under which loss is payable upon proof of occurrence of financial loss
to an insured as a result of certain events. These events

Edgar Filing: MBIA INC - Form 10-K

Table of Contents 28



15

Edgar Filing: MBIA INC - Form 10-K

Table of Contents 29



Table of Contents

Item 1. Business

include the failure of any obligor on or any issuer of any debt instrument or other monetary obligation to pay principal, interest, premium,
dividend or purchase price of or on such instrument or obligation when due. Under Article 69, our domestic insurance companies are permitted
to transact financial guarantee insurance, surety insurance and credit insurance and such other kinds of business to the extent necessarily or
properly incidental to the kinds of insurance which they are authorized to transact. In addition, they are empowered to assume or reinsure the
kinds of insurance described above.

In light of the substantial losses incurred by financial guarantee companies, the NYSID issued in Circular Letter No. 19 (2008) on September 22,
2008, new �Best Practices� guidelines (the �Guidelines�) for financial guarantors, which it plans to formalize as regulation or legislation. In general,
the Guidelines impose restrictions on the issuance of financial guarantee insurance policies and increase required capitalization levels. Included
among the recommendations are: (1) restrictions on the issuance of policies insuring asset-backed securities (�ABS�) that consist of other pools of
ABS, as well as on policies insuring, and the underlying terms of, insured CDSs, a market in which the Company no longer participates;
(2) limits on a guarantor�s exposure to not only the issuer of debt, but also the initial lender and servicer of each category of obligation, as well as
increased reporting obligations regarding exposures to particular categories of debt or exposures over a calendar year period; (3) a requirement
that all, rather than a subset, of insured bonds be at least 95% investment grade, based on aggregate net liability; (4) increases in the required
amount of paid-in capital to at least $15,000,000, the required amount of paid-in surplus to at least $165,000,000 and the amount of minimum
surplus to policyholders to a figure in excess of $150,000,000, as well as changes to capital and contingency reserve requirements in connection
with certain ABS.

Furthermore, on June 11, 2009, a new bill (Bill No. AO8855) was introduced into the New York General Assembly at the request of New York�s
governor to amend the New York Insurance Law to enhance the regulation of financial guarantee insurers. The proposed bill would, among
other things, (i) eliminate the capacity of financial guarantee insurers to guarantee CDSs, (ii) increase minimum capital requirements,
(iii) impose tighter underwriting standards that include liquidity adequacy and controls and remediation rights standards, (iv) specify a discount
rate applicable to loss reserves, (v) revise single risk limits and impose sector limits and (vi) require reporting of certain decreases in
policyholder surplus.

Dividend Limitations

The laws of New York regulate the payment of dividends by National, MBIA Corp. and CapMAC and provide that a New York domestic stock
property/casualty insurance company may not declare or distribute dividends except out of statutory earned surplus. New York law provides that
the sum of (i) the amount of dividends declared or distributed during the preceding 12-month period and (ii) the dividend to be declared may not
exceed the lesser of (a) 10% of policyholders� surplus, as shown by the most recent statutory financial statement on file with the NYSID, or
(b) 100% of adjusted net investment income for such 12-month period (the net investment income for such 12-month period plus the excess, if
any, of net investment income over dividends declared or distributed during the two-year period preceding such 12-month period), unless the
New York Superintendent of Insurance approves a greater dividend distribution based upon a finding that the insurer will retain sufficient
surplus to support its obligations and writings. As a result of the Transformation, MBIA Corp. was not able to pay dividends without prior
approval from the Superintendent until February 17, 2010. Neither MBIA Corp. nor National is expected to be able to pay dividends, including,
in the case of MBIA Corp., dividends on its preferred stock, following its year end 2009 statutory financial statement filing due to a projected
earned surplus deficit as of December 31, 2009. See �Note 18: Insurance Regulations and Dividends� in the Notes to Consolidated Financial
Statements of MBIA Inc. and Subsidiaries in Part II, Item 8.

The foregoing dividend limitations are determined in accordance with Statutory Accounting Practices (�SAP�), which generally produce statutory
earnings in amounts less than earnings computed in accordance with GAAP. Similarly, policyholders� surplus, computed on a SAP basis, will
normally be less than net worth computed on a GAAP basis. See �Note 16: Statutory Accounting Practices� in the Notes to Consolidated Financial
Statements of MBIA Corp. and Subsidiaries and �Note 13: Statutory Accounting Practices� in the Notes to Financial Statements of National filed
as Exhibits to this Form 10-K for additional information.
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Illinois Insurance Regulation

National was domiciled in Illinois and, in connection with the Transformation, it redomesticated to New York effective December 1, 2009.

Contingency Reserves

As financial guarantee insurers, our domestic insurance companies are required by the laws and regulations of New York, California,
Connecticut, Florida, Illinois, Iowa, Maryland, New Jersey and Wisconsin to maintain, as applicable, contingency reserves on their municipal
bond, ABS or other financial guarantee liabilities. Under New Jersey, Illinois and Wisconsin regulations, contributions by an insurance company
to its contingency reserves are required to equal 50% of earned premiums on its municipal bond business. Under New York law, an insurance
company is required to contribute to contingency reserves 50% of premiums as they are earned on policies written prior to July 1, 1989 (net of
reinsurance), and, with respect to policies written on and after July 1, 1989, such an insurer must make contributions over a period of 15 or 20
years (based on issue type), or until the contingency reserve for such insured issues equals the greater of 50% of premiums written for the
relevant category of insurance or a percentage of the principal guaranteed, varying from 0.55% to 2.5%, depending upon the type of obligation
guaranteed (net of collateral reinsurance, refunding, refinancings and certain insured securities). California, Connecticut, Florida, Iowa and
Maryland laws impose a generally similar requirement, and in California the insurance commissioner can require an insurer to maintain
additional reserves if the commissioner determines that the insurer�s reserves are inadequate. The contribution to and maintenance of the
contingency reserve limit the amount of earned surplus that might otherwise be available for the payment of dividends. In each of these states,
our domestic insurance companies may apply for release of portions of their contingency reserves in certain circumstances.

Risk Limits

The laws and regulations of these states also limit both the aggregate and individual securities risks that our domestic insurance companies may
insure on a net basis based on the type of obligations insured. The individual limits are generally on the amount of insured par and/or annual debt
service for a given insured issue, entity or revenues source and stated as a percentage of the insurer�s policyholders� surplus and contingency
reserves. The aggregate risk limits limit the aggregate amount of insured par to a stated multiple of the insurer�s policyholders� surplus and
contingency reserves based on the types of obligations insured. The aggregate risk limits can range from 300:1 for certain municipal obligations
to 50:1 for certain non-municipal obligations.

As a result of the Transformation and the reinsurance of the MBIA Corp. and FGIC portfolios by National, National exceeded as of the closing
date certain single and aggregate risk limits under the New York laws and regulations, and MBIA Corp. exceeded as of the closing date certain
single risk limits under New York laws and regulations. These insurers obtained waivers from the NYSID of those limits. In connection with the
waivers, they submitted a plan to the applicable insurance departments to achieve compliance with the applicable regulatory limits. Under the
plans, they agreed not to write new financial guarantee insurance for certain issuers until they were in compliance with their single risk limits
and agreed to take commercially reasonable steps, including considering reinsurance, the addition of capital and other risk mitigation strategies,
in order to comply with the regulatory single and aggregate risk limits. As a condition to granting the waiver, the NYSID required that, upon
written notice from the NYSID, MBIA Corp. and National, as applicable, would cease writing new financial guarantee insurance if it were not in
compliance with the risk limitation requirements by December 31, 2009. Neither National nor MBIA Corp. have come into compliance with the
single or aggregate risk limits and consequently are writing virtually no new business at present. National�s statutory capital is continuing to grow
as its insured portfolio amortizes. National believes that it will be able to obtain approval to write new business from the NYSID. Given the
current statutory capital of MBIA Corp. and conditions in the structured finance market, MBIA Corp. does not expect to write new business in
the near term.

Holding Company Regulation

MBIA Corp., National, and CapMAC also are subject to regulation under the insurance holding company statutes of New York. The
requirements of holding company statutes vary from jurisdiction to jurisdiction but generally require insurance companies that are part of an
insurance holding company system to register and file certain reports describing, among other information, their capital structure, ownership and
financial condition. The holding
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company statutes also generally require prior approval of changes in control, of certain dividends and other inter-corporate transfers of assets,
and of certain transactions between insurance companies, their parents and affiliates. The holding company statutes impose standards on certain
transactions with related companies, which include, among other requirements, that all transactions be fair and reasonable and those transactions
not in the ordinary course of business exceeding specified limits receive prior regulatory approval.

Change of Control

Prior approval by the NYSID is required for any entity seeking to acquire, directly or indirectly, �control� of National, MBIA Corp. or CapMAC.
In many states, including New York, �control� is presumed to exist if 10% or more of the voting securities of the insurer are owned or controlled,
directly or indirectly, by an entity, although the insurance regulator may find that �control� in fact does or does not exist when an entity owns or
controls either a lesser or greater amount of securities. The United Kingdom Financial Services Authority also has a requirement for prior
approval of any controlling person. MBIA Corp. would require the prior approval of the Mexican SHCP in order to transfer the shares it
currently holds in MBIA Mexico.

Insurance Guarantee Funds

National, MBIA Corp. and CapMAC are exempt from assessments by the insurance guarantee funds in the majority of the states in which they
do business. Guarantee fund laws in most states require insurers transacting business in the state to participate in guarantee associations, which
pay claims of policyholders and third-party claimants against impaired or insolvent insurance companies doing business in the state. In most
states, insurers licensed to write only municipal bond insurance, financial guarantee insurance and other forms of surety insurance are exempt
from assessment by these funds and their policyholders are prohibited from making claims on these funds.
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OUR INVESTMENT MANAGEMENT SERVICES

Our investment management services operations consist of our advisory services business and our wind-down asset/liability products and
conduits businesses. In the advisory services segment our registered investment advisors provide fixed-income asset management services for
third parties and the investment portfolios of the Company and its affiliates (including the wind-down businesses) on a fee-for-service basis.

The ratings downgrades of MBIA Corp. significantly adversely affected our funding activities in our asset/liability products and conduits
businesses and resulted in the collateralization and/or termination of a substantial portion of our investment agreements. As a result of the
winding down of these businesses, we are refocusing our investment management services� new business operations solely on advisory services.

The Company has operated its advisory services segment since 1991 and had $42.1 billion in institutional assets under management as of
December 31, 2009, including $16.7 billion from the Company and its subsidiaries. The segment has produced strong investment performance
for its clients and has focused on providing high quality client support. The Company believes there is strong demand for its services given its
track record and recent fixed-income market volatility and secular growth in fixed-income asset classes due to demographic changes and product
innovation. In order to develop and grow our third-party advisory business, we have renamed our advisory services companies under the
�Cutwater� name and re-branded them to reflect and communicate their organizational separation from the Company�s insurance operations and the
wind-down businesses. In particular, the investment advisory business now operates under a wholly-owned �Cutwater� branded holding company
of MBIA Inc. that no longer owns the wind-down businesses.

Our advisory services are offered in two major product lines, traditional and structured. Within the traditional product line, Cutwater offers cash
management, customized asset management, discretionary asset management and fund accounting services to governments, insurance
companies (including the Company�s insurance subsidiaries) corporations, pension funds, unions, endowments, foundations and investment
companies in both pooled and separate account formats. These services are offered through registered investment advisers, and Cutwater
receives asset management and administrative fees as compensation. Within the structured product line, Cutwater manages asset/liability
programs, conduits, collateralized debt obligations (�CDOs�) and other funding vehicles (including the wind-down businesses) for banks,
insurance companies, program trustees and investment companies, and it earns base and performance fees for its services.

Cutwater�s advisory services are offered through three principal operating subsidiaries: Cutwater Asset Management Corp. (�Cutwater-AMC�
formerly MBIA Capital Management Corp.), a Securities and Exchange Commission (�SEC�)-registered investment adviser and Financial
Industry Regulatory Authority (�FINRA�) member firm, Cutwater Investor Services Corp. (�Cutwater-ISC� formerly MBIA Municipal Investors
Service Corp.), an SEC-registered investment adviser, and Cutwater Asset Management UK Limited (�Cutwater-UK,� formerly MBIA Asset
Management UK Limited), a Financial Services Authority registered investment advisor based in London.

Investment Management Services Regulation

Cutwater is subject to various federal and state securities and investment regulations. As an SEC-registered investment adviser and a FINRA
member firm, Cutwater-AMC is subject to the requirements of the Investment Advisers Act of 1940, a Federal statute which regulates registered
investment advisers, and to FINRA rules and regulations. As an adviser to registered investment companies, Cutwater-AMC is also responsible
for compliance with applicable provisions of the Investment Company Act of 1940. As sponsor/administrator of pooled investment programs,
Cutwater-ISC and Cutwater Colorado Investor Services Corporation, each of which is an SEC-registered investment adviser, are subject to the
requirements of the Investment Advisers Act of 1940, as well as certain state laws governing the operation of and permitted investments in local
government investment pools. The activities of Cutwater-UK are subject to supervision by the United Kingdom�s Financial Services Authority.
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OUR WIND-DOWN BUSINESSES

Since the downgrades of MBIA Corp., we have not issued debt in connection with either the asset/liability products or conduits businesses, and
we believe the outstanding liability balances and corresponding asset balances will continue to decline over time as liabilities mature, terminate,
or are repurchased by the Company.

Asset/Liability Products

The asset/liability products business historically raised funds for investment through several sources: (1) customized investment agreements
issued by the Company and one of its subsidiaries for bond proceeds and other funds; and (2) issuance of MTNs with varying maturities issued
by our subsidiary MBIA Global Funding, LLC (�GFL�). All of these products are guaranteed by MBIA Corp. In addition, GFL would lend the
proceeds of its GFL MTN issuances to the Company (�GFL Loans�). Under agreements between the Company and MBIA Corp., the Company
invested the proceeds of the investment agreements and GFL Loans in eligible investments, which consisted of investment grade securities with
a minimum average double-A credit quality rating at purchase and which are pledged to MBIA Corp. as security for its guarantees on investment
agreements and GFL MTNs. MBIA Inc. primarily purchased domestic securities and lent a portion of the proceeds from investment agreements
and GFL MTNs to Euro Asset Acquisition Limited, which primarily purchased foreign assets as permitted under the Company�s investment
guidelines. While MBIA Corp. enjoyed Triple-A insurer financial strength ratings, the Company generally earned a positive spread between the
yields on assets and liabilities in this business, but since the third quarter of 2008 the lower yield earned on greater holdings of cash and cash
equivalents coupled with the increased cost of funding liabilities has resulted in a negative spread. The primary risks in the business include the
risk that assets default or fall in value and are not available to service liabilities, and liquidity risk associated with any mismatch of assets and
liabilities and/or collateral posting requirements.

The Company has managed the asset/liability products segment within a number of risk and liquidity parameters monitored by the Executive
Market/Investment Committee and maintains cash and liquidity resources that it believes will be sufficient to make all payments due on the
investment agreement and GFL MTN obligations and to meet other financial requirements such as posting collateral and paying operating
expenses. However, there can be no assurance that our liquidity resources may not decline, or be insufficient to meet our obligations, as
described under �Risk Factors�Liquidity and Market Related Risk Factors� in Part I, Item 1A. In addition, the Company, National and MBIA Corp.
have provided funds to the asset/liability products segment which are available to use for cash and/or collateral posting needs. In particular, as a
result of the illiquidity of fixed-income markets during 2008, we implemented intercompany agreements to provide additional liquidity from
MBIA Inc., National and MBIA Corp. to the asset/liability products business, which has reduced the liquidity resources available to MBIA Inc.,
National and MBIA Corp. for other purposes. In the event that the value of the assets in the asset/liability products business is insufficient to
repay the investment agreement and GFL MTN obligations or other financial requirements when due, the Company, or MBIA Corp. as
guarantor of the investment agreements and GFL MTNs, may be called upon to satisfy the obligations.

Conduits

The conduits were used by banks and other financial institutions to raise funds for their customers in the capital markets. The conduits provided
funding for multiple customers through special purpose vehicles that issue commercial paper and MTNs. The proceeds from these issuances
were used to either make loans to customers who are secured by certain assets or to purchase assets from customers. All transactions in the
conduits were insured by MBIA Corp. and subject to MBIA Corp.�s standard underwriting process. The conduits received an administrative fee
as compensation for these services. No new MTNs have been issued since 2007 and there have been no outstanding issues of commercial paper
since 2008.

The conduits present immaterial liquidity risk to the Company because of liquidity agreements independently entered into by one of the two
conduits with third-party providers and because the assets of the second conduit are structured to mature by or before the maturity date of the
liabilities. All of the liquidity agreements have been drawn.
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INVESTMENTS AND INVESTMENT POLICY

Investment objectives, policies and guidelines related to the Company�s insurance operations and the wind-down businesses are subject to review
and approval by the Finance and Risk Committee of the Board of Directors and the Executive Market/Investment Committee of the Company.
Cutwater manages the proprietary investment portfolios of the Company and its subsidiaries in accordance with the guidelines adopted for each
such portfolio. Investment objectives, policies and guidelines related to investment activity on behalf of our insurance companies are also subject
to review and approval by the respective Investment Committee of their Boards of Directors.

To continue to optimize capital resources and provide for claims-paying capabilities, the investment objectives and policies of our insurance
operations are tailored to reflect their various strategies and operating conditions. The investment objectives of MBIA Corp. and its subsidiaries
are primarily to maintain adequate liquidity to meet claims-paying and other corporate needs and secondarily to maximize after-tax yield within
defined investment risk limits. The investment objectives of National set preservation of capital as the primary objective, subject to an
appropriate degree of liquidity, and optimization of after-tax income and total return as secondary objectives. The investment portfolio of each
insurance subsidiary is managed by Cutwater under separate investment services agreements.

The investment objectives and policies of the wind-down businesses reflect the characteristics of those programs. The primary investment
objective is to provide sufficient liquidity to meet maturing liabilities (including intercompany liquidity agreements) and collateral posting
obligations, while maximizing the net residual value of assets to liabilities in each program.

COMPETITION

Our insurance companies compete with other monoline insurance companies, as well as other forms of credit enhancement, in writing financial
guarantee business.

Our ability to attract and compete for financial guarantee business is largely dependent on the financial strength ratings assigned to our insurance
companies by the major rating agencies. During 2008 and 2009, every significant monoline financial guarantee insurer was downgraded by one
or more of the major rating agencies. In addition, during 2009 the only two financial guarantee insurers that were underwriting significant new
business merged, further reducing competition in the market. Currently, that company is the only financial guarantee company that is
underwriting significant new business. Given the capital position of the other licensed financial guarantee companies, we do not expect them to
underwrite any new business in the near term. In the future, recapitalized existing bond insurers and/or newly formed entities may begin
underwriting new business.

In addition, commercial banks also provide letters of credit as a means of credit enhancement for municipal securities. The use of letters of credit
as an alternative to financial guarantee insurance within the U.S. municipal market increased substantially in 2008 and remained a significant
presence in the market in 2009. Furthermore, in 2008 and 2009 uninsured issuances increased as a percentage of all new U.S. municipal
securities issuances.

The actions by the major rating agencies with respect to the Company�s and our insurance companies� ratings have adversely affected our ability
to attract new financial guarantee business. Furthermore, we are unlikely to achieve our desired credit ratings until we resolve the
Transformation litigation. As a result, we wrote virtually no new business in 2009. The structured finance industry is generating very few new
business opportunities, and it continues to be uncertain as to how or when the Company may re-engage this market.

As mentioned above, financial guarantee insurance also competes with other forms of credit enhancement, including senior-subordinated
structures, credit derivatives, letters of credit and alternative guarantees (for example, mortgage guarantees where pools of mortgages secure
debt service payments) provided by banks and other financial institutions, some of which are governmental agencies. Other highly rated
institutions, including pension funds and government sponsored entities, also offer third-party credit enhancement on asset-backed and
municipal obligations. Financial guarantee insurance and other forms of credit enhancement also compete in nearly all instances with the issuer�s
alternative of foregoing credit enhancement and paying a higher interest rate.
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If the interest savings from insurance or another form of credit enhancement are not greater than the cost of such credit enhancement, the issuer
will generally choose to issue bonds without third-party enhancement. All of these alternative forms of credit enhancement or alternative
executions could also affect our ability to reenter the financial guarantee business.

Certain characteristics of the financial guarantee insurance business act as barriers-to-entry to potential new competitors. For example, there are
minimum capital requirements imposed on a financial guarantee insurance company by the rating agencies to obtain and maintain high financial
strength ratings and these capital requirements may deter other companies from entering this market. However, there can be no assurance that
these capital requirements will deter potential competitors from entering this market or that the market may not increasingly accept guarantees
provided by lower rated insurers who have less stringent capital requirements. In addition, under New York law, multi-line insurers are
prohibited from writing financial guarantee insurance in New York State. See the �Our Insurance Operations�Insurance Regulation� section above.
However, there can be no assurance that major multi-line insurers or other financial institutions will not participate in financial guarantee
insurance in the future, either directly or through monoline subsidiaries.

Our advisory services business, which now carries the �Cutwater� name, competes for business with a number of banks, insurance companies and
independent companies which provide investment advisory services, as well as with companies who manage their investments in-house.
Competition varies by product and typically can range from very large asset management firms to very small operations. Cutwater�s ability to
compete for new advisory services business and to retain existing accounts is largely dependent on its investment performance for a specific
client or in general (typically versus established benchmark indices), the consistency of its performance through market cycles, fee levels
charged and the level of client service provided. Cutwater markets itself through its own field sales force as well as through various
intermediaries such as broker dealers, investment consultants and financial advisors.

The Company also competes in the financial advisory market in Latin America through LatAm. LatAm�s ability to compete will depend on its
ability to leverage its expertise in credit structuring and the surveillance, management and valuation of infrastructure assets to attract new
financial advisory services clients in Latin America. Competition in these markets includes local and international investment banks and other
diversified financial services providers.

RATING AGENCIES

Rating agencies perform periodic reviews of our insurance companies and other companies providing financial guarantee insurance. In rating
financial guarantee companies, rating agencies focus on qualitative and quantitative characteristics in five key areas. Those are: (1) franchise
value and business strategy; (2) insurance portfolio characteristics; (3) capital adequacy; (4) profitability; and (5) financial flexibility. Each
agency has its own ratings criteria for financial guarantors and employs proprietary models to assess our risk adjusted leverage, risk
concentrations and financial performance relative to the agency�s standards. The agencies also assess our corporate governance and factor this
into their rating assessment. Currently, S&P and Moody�s rate the Company and its insurance companies.

Until June 2008, MBIA Corp. held Triple-A financial strength ratings from S&P, which the Association received in 1974; from Moody�s, which
the Association received in 1984; from Fitch, Inc., which MBIA Corp. received in 1995; and from Rating and Investment Information, Inc.
(�RII�), which MBIA Corp. received in 1998. Fitch, Inc. withdrew its insurer financial strength ratings for MBIA Corp. and its insurance affiliates
as well as all other related ratings in June 2008. At the Company�s request, RII canceled its ratings on MBIA Corp. and CapMAC in June 2008.
National�s, MBIA Corp.�s and MBIA Inc.�s current financial strength ratings from S&P and Moody�s are summarized below:

Agency Rating/Outlook
National MBIA Insurance Corporation MBIA Inc.

S&P A / Developing outlook BB+ / Negative outlook BB-/ Negative outlook
Moody�s Baa1 / Developing outlook B3 / Negative outlook Ba3 / Negative outlook
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As of December 31, 2008, prior to the Transformation the corresponding ratings were:

Agency Rating/Outlook
National MBIA Insurance Corporation MBIA Inc.

S&P AA / Negative AA / Negative A-/ Negative
Moody�s Baa1 / Developing Baa1 / Developing Ba1 / Developing

CAPITAL FACILITIES

The Company does not currently maintain a capital facility. See �Management�s Discussion and Analysis of Financial Condition and Results of
Operations�Liquidity�Credit Facilities� in Part II, Item 7.

FINANCIAL INFORMATION

For information on the Company�s financial information by segment, see Note 15, �Business Segments,� in the Notes to the Consolidated Financial
Statements of MBIA Inc. and Subsidiaries in Part II, Item 8.

EMPLOYEES

As of February 25, 2010, the Company had 416 employees, including 186 in Optinuity, 39 in National, 62 in MBIA Corp. and its subsidiaries,
124 in Cutwater and 5 in other subsidiaries. None of the Company�s domestic employees is covered by a collective bargaining agreement.
Certain of the Company�s employees outside the United States are governed by national collective bargaining or similar agreements. The
Company considers its employee relations to be satisfactory.

AVAILABLE INFORMATION

The Company maintains a website at www.mbia.com. The Company is not including the information on its website as a part of, nor is it
incorporating such information by reference into, this Form 10-K. The Company makes available through its website, free of charge, all of its
SEC filings, including its annual reports on Form 10-K, its quarterly filings on Form 10-Q and any current reports on Form 8-K, as soon as is
reasonably practicable after these materials have been filed with the SEC. All such filings were timely posted to the website in 2009.
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EXECUTIVE OFFICERS

The executive officers of the Company and their present ages and positions with the Company as of March 1, 2010 are set forth below:

Name Age Position and Term of Office
Joseph W. Brown 61 Chief Executive Officer and Director (officer since February, 2008)
C. Edward Chaplin 53 President, Chief Financial Officer and Chief Administrative Officer (officer since June, 2006)
William C. Fallon 50 President and Chief Operating Officer (officer since July, 2005)
Clifford D. Corso 48 Executive Vice President and Chief Investment Officer (officer since September, 2004)
Mitchell I. Sonkin 57 Executive Vice President and Chief Portfolio Officer (officer since April, 2004)
Ram D. Wertheim 55 Executive Vice President, Chief Legal Officer and Secretary (officer since January, 2000)
Joseph W. Brown (age 61) is Chief Executive Officer and director of the Company. Mr. Brown assumed the roles of Chairman, CEO and
director in February 2008 after having retired as Executive Chairman of MBIA in May 2007. In May, 2009 the Company�s Board of Directors
accepted Mr. Brown�s recommendation to split the roles of Chairman and CEO and elected Daniel P. Kearney as Non-Executive Chairman, with
Mr. Brown continuing in the roles of CEO and director. Until May 2004, Mr. Brown had served as Chairman and CEO of MBIA and MBIA
Corp. Mr. Brown originally joined the Company as Chairman and CEO in January 1999 after having been a director since 1986.

Prior to joining MBIA in 1999, Mr. Brown was Chairman and CEO of Talegen Holdings, Inc., an insurance holding company. Before his
election as Chairman and CEO of Talegen, Mr. Brown was President and CEO of Fireman�s Fund Insurance Company. Mr. Brown joined
Fireman�s Fund in 1974. He held numerous executive positions including Chief Financial Officer at the time of its IPO in 1985 from American
Express and President and Chief Operating Officer at the time of its sale to Allianz AG in 1990.

Mr. Brown served on the board of Oxford Health Plans from 2000 to 2004 and on the Board of Fireman Fund Holdings prior to the sale of its
insurance subsidiary to Allianz. He served on the SAFECO board from 2001 to September 2008 and was elected Non-executive Chairman in
January 2006.

On November 6, 2008, the Board of Directors of MBIA Inc. appointed the other executive officers of the Company to the office set forth
opposite his name above, effective as of November 6, 2008.

Prior to being named President, Chief Financial Officer and Chief Administrative Officer, C. Edward Chaplin (age 53) was Vice President and
Chief Financial Officer of the Company. Prior to becoming an officer of the Company in June 2006, Mr. Chaplin had served as a director of the
Company from December 2002 to May 2006 and as Senior Vice President and Treasurer of Prudential Financial Inc. since November 2000,
responsible for Prudential�s capital and liquidity management, corporate finance, and banking and cash management. Mr. Chaplin had been with
Prudential since 1983.

Prior to being named President and Chief Operating Officer, William C. Fallon (age 50) was Vice President of the Company and head of the
Global Structured Finance Division. From July 2005 to March 1, 2007, Mr. Fallon was Vice President of the Company and head of Corporate
and Strategic Planning. Prior to joining the Company in 2005, Mr. Fallon was a partner at McKinsey & Company and co-leader of that firm�s
Corporate Finance and Strategy Practice.

Prior to being named Executive Vice President and Chief Investment Officer, Clifford D. Corso (age 48) was Vice President of the Company,
the Company�s Chief Investment Officer and the president of Cutwater AMC. Mr. Corso retains the title of president of Cutwater AMC. He
joined the Company in 1994 and has served as Chief Investment Officer since 2000.

Prior to being named Executive Vice President and Chief Portfolio Officer, Mitchell I. Sonkin (age 57) was Vice President of the Company and
head of the IPM Division. Prior to joining the Company in April 2004, Mr. Sonkin was senior partner and co-chair of the Financial Restructuring
Group of the international law firm of King & Spalding.
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Prior to being named Executive Vice President, Chief Legal Officer and Secretary, Ram D. Wertheim (age 55) was Vice President, General
Counsel and Secretary of the Company. From February of 1998 until January 2000, he served in various capacities in the Global Structured
Finance Division. Mr. Wertheim was, until February of 1998, the General Counsel of CapMAC Holdings Inc.

Item 1A. Risk Factors

References in the risk factors to the �Company� are to MBIA Inc., together with its domestic and international subsidiaries. References to �we,� �our�
and �us� are to MBIA Inc. or the Company, as the context requires.

Insured Portfolio Loss Related Risk Factors

Continued deteriorating performance of our structured finance insured portfolio due to adverse developments in certain segments of the
credit markets and material misrepresentations made by sponsors of transactions that we insured may materially and adversely affect our
financial condition, results of operations and future business

We are exposed to credit risks in our portfolio that have arisen from continued deterioration in certain segments in the credit markets, which has
led to the deterioration in the quality of assets and the collection of cash flows from such assets within structured securities that we have
guaranteed. In addition, we are exposed to risk of deterioration of those assets arising from material misrepresentations made by transaction
sponsors and the refusal of the sellers/servicers to perform under the related contracts.

Based on our forensic reviews and analysis of residential mortgage-backed securities (�RMBS�) and collateralized debt obligations (�CDO�) we
insured, we believe that multiple sellers/servicers and counterparties that originated or sponsored transactions that we insured misrepresented the
nature and/or quality of the assets that back those transactions, which materially contributed to the losses we have incurred to date on those
transactions and which represent a substantial portion of the total losses we have incurred since the fourth quarter of 2007. Losses in these
transactions and in other transactions due to misrepresentations could continue. In sizing loss reserves relating to these transactions, we take into
account expected recoveries from those sellers/servicers arising from our contractual rights of put-back of ineligible loans. As of
December 31, 2009 we had recognized estimated recoveries of $1.5 billion related to reviewed transactions. While we believe that the
originators are contractually obligated to cure, purchase or replace the ineligible loans, if we fail to realize these expected recoveries our loss
reserve estimates may not be adequate to cover potential claims.

Beginning in the second half of 2007, deterioration of the global credit markets coupled with the re-pricing of credit risk created extremely
difficult market conditions and volatility in the credit markets. Initially, the concerns on the part of market participants were focused on the
subprime segment of the U.S. mortgage-backed securities market. However, these concerns have since expanded to include a broad range of
mortgage and asset-backed and other fixed-income securities, including those rated investment grade, the U.S. and international credit and
interbank money markets generally, and a wide range of financial institutions and markets, asset classes and sectors. During the fourth quarter of
2008, disruptions and volatility in the credit markets reached unprecedented levels. During 2008, partly as a result of concerns about exposure to
these assets, some of the largest companies in the financial sector received government support, were acquired by stronger firms or were allowed
to fail.

As a consequence, while many segments of the global credit markets recovered in 2009, the performance of certain credits we insure, in
particular RMBS and CDOs of asset-backed securities (�ABS�) has continued to deteriorate.

Although we have sought to underwrite direct RMBS, CDOs of ABS and other structured finance transactions with levels of subordination and
other credit enhancements designed to protect us from loss in the event of poor performance of the underlying assets collateralizing the
securities, we recorded case basis losses incurred of $770 million in 2009, which is calculated on a basis that is net of expected recoveries, due in
part to projected inadequacies of such credit enhancements in securities we have guaranteed. Furthermore, since the third quarter of 2007 we
have recorded case basis losses incurred of $2.7 billion (including $575 million of losses in 2009) related to insured RMBS exposures and
impairments of $2.5 billion (including $777 million of impairments in 2009) related to insured credit derivatives. We believe that a substantial
portion of those losses were the result of misrepresentations concerning the quality of the collateral backing those transactions, which we believe
is the main cause of the high level of losses in those transactions and the primary reason why the original level of subordination and other credit
enhancement has not been sufficient.
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No assurance can be given that any remaining credit enhancements will prove to be adequate to protect us from incurring additional material
losses in view of the current significantly higher rates of delinquency, foreclosure and losses being observed among residential mortgages and
home equity lines of credit. While further deterioration in some of the structured finance securities we insure is generally expected, the
additional impact of misrepresentations made to us in transactions we insure and the impact of any future continued deterioration of the credit
markets is unknown, as is the impact, if any, on potential claim payments and ultimate losses of the securities within our portfolio.

MBIA Corp. has insured a substantial amount of credit default swap (�CDS�) contracts that are backed by commercial mortgage-backed securities
(�CMBS�) and commercial real estate (�CRE�) portfolios. In 2009 we also saw deteriorating trends in delinquencies in mortgages underlying CMBS
and CREs. To the extent that these trends continue to worsen and result in substantial defaults and losses on the underlying mortgages, we could
incur substantial losses on our CMBS and CRE portfolio.

There can be no assurance that we will be successful, or that we will not be delayed, in enforcing the agreements governing the transactions
we insure, and the failure to enforce such contractual provisions could have a material adverse effect on our liquidity and financial
condition

While we have sought to underwrite direct RMBS, CMBS and CDOs of ABS with levels of subordination and other credit enhancements
designed to protect us from loss in the event of poor performance of the underlying assets collateralizing the securities in the insured portfolio,
there can be no assurance that we will be successful, or that we will not be delayed, in enforcing the subordination provisions, credit
enhancements or other contractual provisions of the RMBS, CMBS and CDOs of ABS that we insure in the event of litigation or the bankruptcy
of other transaction parties. Though we are confident in our interpretation of these provisions, it is uncertain how such provisions will be
interpreted by the courts in the event of an action for enforcement. Furthermore, we are required to pay losses on these securities until such time
as we are able to enforce our contractual rights. Accordingly, the failure to timely enforce such subordination provisions, credit enhancements
and other contractual provisions could have a material adverse effect on our liquidity and financial condition.

Moreover, although the RMBS obligations we insure typically include contractual provisions obligating the sellers/services to cure, repurchase
or replace ineligible loans that were included in the transaction, in certain transactions the sellers/servicers have breached this obligation. The
unsatisfactory resolution of the contractually stipulated process to deal with the ineligible loans, in addition to the pervasive misrepresentations
made by the certain sellers/servicers in inducing MBIA Corp. to write insurance of the transactions, has led to MBIA pursuing litigation with
these sellers/servicers seeking to enforce our contractual rights and damages for both breaches of contract and fraud. While the Company
believes that the respective sellers/services are obligated to cure, repurchase or replace the ineligible mortgage loans identified within our
RMBS, successful challenges of such determinations by the sellers/servicers could result in the Company recovering less than the amount of its
estimated recoveries. Furthermore, each of our seller/servicer litigations is in its early phases and may take up to several years to resolve, during
which time we will be required to pay losses on the subject transactions. Accordingly, the failure to successfully and timely resolve our
seller/servicer litigation could have a material adverse effect on our liquidity and financial condition. See �Legal Proceedings� in Part I, Item 3.

Loss reserve estimates are subject to uncertainties and loss reserves may not be adequate to cover potential claims

The financial guarantees issued by our insurance companies insure the financial performance of the obligations guaranteed over an extended
period of time, in some cases over 30 years, under policies that we have, in most circumstances, no right to cancel. As a result of the lack of
statistical paid loss data due to the historically low level of paid claims in our financial guarantee business, we do not use traditional actuarial
approaches to determine our loss reserves. The establishment of the appropriate level of loss reserves is an inherently uncertain process
involving numerous estimates and subjective judgments by management, and therefore, there can be no assurance that actual paid claims in our
insured portfolio will not exceed its loss reserves. Small changes in the assumptions underlying these estimates could significantly impact loss
expectations. Additionally, we use both internal models as well as models generated by third-party consultants and customized by us to project
future paid claims on our insured portfolio and establish loss reserves. There can be no assurance that the future loss
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projections based on these models are accurate. Losses on RMBS related to the large number of ineligible mortgage loans included in RMBS
securitizations that we insured as well as unprecedented volatility in the credit markets that began in the fourth quarter of 2007 and continued
into 2009 has caused us to increase our loss projections substantially several times especially for RMBS transactions, where expected losses are
far worse than originally expected and in many cases far worse than the worst historical losses largely as a result of the high level of ineligible
loans included in these transactions. As a result, historical loss data may have limited value in predicting future RMBS losses.

Moreover, in sizing loss reserves with respect to our insured transactions, we take into account expected recoveries from originators of the
transactions arising from our contractual rights of put-back of ineligible loans. As of December 31, 2009 we had recognized estimated recoveries
of $1.5 billion related to transactions where we reviewed the underlying mortgage loan files. While, based on that review, we believe that the
originators are contractually obligated to cure, repurchase or replace the ineligible loans, if we fail to realize these estimated recoveries our
losses will exceed our loss reserves, which reflect estimated recoveries. Furthermore, estimated recoveries may differ from realized recoveries
due to the outcome of litigation, the cost of litigation, error in determining breach rates, counterparty credit risk, the potential for delay and other
sources of uncertainty. See ��There can be no assurance that we will be successful, or that we will not be delayed, in enforcing the agreements
governing the transactions we insure, and the failure to enforce such contractual provisions could have a material adverse effect on our liquidity
and financial condition� in this section and �Legal Proceedings� in Part I, Item 3.

We recorded case basis losses incurred of $2.7 billion since the third quarter of 2007 (including $575 million of losses in 2009) related to such
insured RMBS exposures and case basis losses incurred of $770 million in 2009 related to the entire structured finance portfolio. Since our
insured credit derivatives have similar terms, conditions, risks, and economic profiles to our financial guarantee insurance policies, we evaluate
them for impairment periodically in the same way that we estimate loss and loss adjustment expense for our financial guarantee policies. Since
the third quarter of 2007 we have recorded impairments of $2.5 billion (including $777 million of impairments in 2009) related to insured credit
derivatives. Further deterioration in the performance of RMBS, CMBS, CDOs of ABS or other obligations we insure or reinsure could lead to
the establishment of additional loss reserves or impairments and further losses or reductions in income. There can be no assurance that the
estimates of probable and estimable losses are accurate. Actual paid claims could exceed our estimate and could significantly exceed our loss
reserves. If our loss reserves are not adequate to cover actual paid claims, our results of operations and financial condition could be materially
adversely affected. Effective January 1, 2009, the Company adopted Accounting Standard Codification (�ASC�) 944-20, �Accounting for Financial
Guarantee Insurance Contracts.� For additional information on the Company�s loss reserving methodology and ASC 944-20, see �Note 3�Recent
Accounting Pronouncements� in Part II, Item 8, and �Management�s Discussion and Analysis of Financial Condition and Results of
Operations�Critical Accounting Estimates� in Part II, Item 7.

Recent difficult economic conditions may materially adversely affect our business and results of operations and we do not expect these
conditions to improve in the near future

Our results of operations are materially affected by general economic conditions, both in the U.S. and elsewhere around the world.

Beginning in the second half of 2007 and continuing in 2008, global financial, equity and other markets experienced significant stress, which
reached unprecedented levels in the fourth quarter of 2008. While many segments of the global capital markets recovered in 2009, continued
concerns over the availability and cost of credit for certain borrowers, the U.S. mortgage market, a declining or flat real estate market in the
United States and geopolitical issues have contributed to diminished expectations for the global economy and the markets going forward. These
factors, combined with low business and consumer confidence and high unemployment, have precipitated an economic slowdown which
continues to challenge the U.S. and other overall economies.

Recessions, increases in corporate, municipal, sovereign, sub-sovereign or consumer default rates and other general economic conditions may
adversely impact, and the weak performance of RMBS, including due to the inclusion of ineligible loans in RMBS we insured, has adversely
impacted, and continues to impact, the Company�s prospects for future business, as well as the performance of our insured portfolios and the
Company�s
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investment portfolio. In particular, the deterioration of certain sectors of the credit markets has caused a significant decline in the number of
structured finance securities that have been issued since the fourth quarter of 2007. There can be no assurance that the market for structured
finance securities will recover or that we will achieve the credit ratings necessary to insure new structured finance issuances, which may
adversely affect our business prospects. In addition, U.S. public finance obligations supported by specified revenue streams, such as revenue
bonds issued by toll road authorities, municipal utilities or airport authorities, may be adversely affected by revenue declines resulting from
economic recession, reduced demand, changing demographics or other factors.

There can be no assurance that actions of the U.S. government, Federal Reserve and other governmental and regulatory bodies for the
purpose of stabilizing underperforming segments of the financial markets and stimulating the economy will achieve the intended results

The U.S. federal government, Federal Reserve, Federal Deposit Insurance Corporation (�FDIC�) and other governmental and regulatory bodies
have taken or are considering taking actions in response to the financial crisis affecting the banking system, financial markets, investment banks
and other financial institutions. Such measures include enacting the Emergency Economic Stabilization Act of 2008 (the �EESA�) and the
American Recovery and Reinvestment Act of 2009 (the �ARRA�) in an effort to stabilize the economy through direct investments, spending and
tax cuts.

There can be no assurance as to what long-term impact governmental actions will have on the underperforming segments of the financial
markets, whether on the level of volatility, the level of lending by financial institutions, the prices buyers are willing to pay for financial assets or
otherwise. Our business, financial condition and results of operations and the trading price of our common stock could be materially and
adversely affected to the extent that the availability of credit in certain segments of the credit market and prices for real estate and structured
finance assets remain at low levels. Furthermore, Congress has considered, and likely will continue to consider, legislative proposals that could
impact the value of mortgage loans, such as legislation that would permit bankruptcy courts to reduce the principal balance of mortgage loans
owed by bankrupt borrowers. If such legislation is enacted, it could cause loss of principal on certain transactions we insure which, in turn,
would cause an increase in losses on such securities and increase the reserves that we must hold to support such securities. The choices made by
the U.S. Treasury, the Federal Reserve and the FDIC could have the effect of supporting some aspects of the financial services industry more
than others. We cannot predict whether the funds made available by the U.S. federal government and its agencies will be enough to further
stabilize and revive the poorly performing segments of the credit markets and the overall economy or, if additional amounts are necessary,
whether Congress will be willing to make the necessary appropriations, what the public�s sentiment would be towards any such appropriations, or
what additional requirements or conditions might be imposed on the use of any such additional funds.

Some of the state and local governments and finance authorities that issue public finance obligations we insure are experiencing
unprecedented budget shortfalls that could result in increased credit losses or impairments on those obligations

We have historically experienced low levels of defaults in our U.S. public finance insured portfolio, including during the financial crisis that
began in mid-2007. However, recently many state and local governments that issue some of the obligations we insure have reported
unprecedented budget shortfalls that will require them to significantly raise taxes and/or cut spending in order to satisfy their obligations. While
there has been some support provided by the U.S. federal government designed to provide aid to state and local governments, including through
grants under the ARRA, certain state and local governments remain under extreme financial stress. If the issuers of the obligations in our public
finance portfolio are unable to raise taxes, cut spending, or receive federal assistance, we may experience losses or impairments on those
obligations, which would materially and adversely affect our business, financial condition and results of operations.
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Financial modeling contains uncertainty over ultimate outcomes which makes it difficult to estimate liquidity, potential paid claims, loss
reserves and mark-to-market

The Company uses third-party and internal financial models to estimate liquidity, potential paid claims, loss reserves and mark-to-market. We
use internal financial models to conduct liquidity stress-scenario testing to ensure that we maintain cash and liquid securities in an amount in
excess of all stress scenario payment requirements. These measurements are performed on a legal entity and operating segment basis. We also
rely on financial models, generated internally and supplemented by models generated by third parties, to estimate factors relating to the highly
complex securities we insure, including future credit performance of the underlying assets, and to evaluate structures, rights and our potential
obligations over time. We also use internal models for ongoing portfolio monitoring and to estimate case basis loss reserves and, where
applicable, to mark our obligations under our contracts to market and may supplement such models with third-party models or use third-party
experts to consult with our internal modeling specialists. Both internal and external models are subject to model risk and there can be no
assurance that these models are accurate or comprehensive in estimating our liquidity, potential future paid claims and related loss reserves or
that they are similar to methodologies employed by our competitors, counterparties or other market participants. Estimates of our future paid
claims, in particular, may materially impact our liquidity position. In addition, changes to our paid claims, loss reserve or mark-to-market
models have been made recently and may be warranted in the future. These changes could materially impact our financial results.

Our risk management policies and procedures may not detect or prevent future losses

We assess our risk management policies and procedures on a periodic basis. As a result of such assessment, we may take steps to change our
internal risk assessment capabilities and procedures, our portfolio management policies, systems and processes and our policies and procedures
for monitoring and assessing the performance of our insured portfolio in changing market conditions. There can be no assurance, however, that
these steps will be adequate to avoid future losses.

Geopolitical conditions may adversely affect our insurance companies� business prospects and insured portfolio

General global unrest, fraud, terrorism, catastrophic events, natural disasters, pandemics or similar events could further disrupt the economy in
this country and around the world and could have a direct material adverse impact on certain industries and on general economic activity. The
Company has exposure in certain sectors that could suffer increased delinquencies and defaults as a direct result of these types of events.
Moreover, we are exposed to correlation risk as a result of the possibility that multiple credits will experience losses as a result of any such event
or series of events, in particular exposures that are backed by revenues from business and personal travel, such as domestic enhanced equipment
trust certificate aircraft securitizations and bonds backed by hotel taxes and car rental fleet securitizations. To the extent that certain corporate
sectors may be vulnerable to credit deterioration and increased defaults in the event of future global unrest, CDOs backed by pools of corporate
debt issuances in those stressed sectors could also be adversely impacted.

The Company�s insurance operations underwrite exposures to the Company�s reasonable expectation of future performance as well as at various
stress levels estimating defaults and other conditions at levels higher than are reasonably expected to occur. There can be no assurance, however,
that the Company will not incur material losses if the economic stress and increased defaults in certain sectors caused by global unrest, fraud,
terrorism, catastrophic events, natural disasters, pandemics or similar events in the future is or will be more severe than the Company currently
foresees and had assumed in underwriting its exposures.

Liquidity and Market Related Risk Factors

Adverse developments in the credit markets may materially and adversely affect our ability to meet liquidity needs

As a financial services company, we are particularly sensitive to liquidity risk, which is the probability that an enterprise will not have sufficient
resources to meet contractual payment obligations when due. Management of liquidity risk is of critical importance to financial services
companies, and most failures of financial institutions have
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occurred in large part due to their inability to maintain sufficient liquidity resources under adverse circumstances. Generally, lack of sufficient
resources results from an enterprise�s inability to sell assets at values necessary to satisfy payment obligations, the inability to access new capital
through the issuance of equity or debt and/or an unexpected acceleration of payments required to settle liabilities.

We encounter liquidity risk in our insurance operations, asset/liability products business and corporate operations. The effects of the credit crisis
which began in the subprime segment of the mortgage-backed securities market and spread to a wide range of financial institutions and markets,
asset losses and sectors, has caused the Company to experience material increased liquidity risk pressures in all of its operations and businesses.
The insurance business experienced elevated loss payments, and with its ratings downgrades beginning in June 2008, a drop in cash from new
direct insurance writings. The downgrades also had a material impact on the asset/liability segment as they triggered liability terminations and
collateralization requirements, and asset sales to meet those terminations resulted in significant realized losses due to the need to sell devalued
assets in the segment. In addition, the impact of this crisis on the Company�s operating businesses combined with the effect of the Transformation
of our insurance business has eliminated those subsidiaries� abilities to pay dividends to the holding company, if needed, to enable it to meet its
debt service and other operating expense needs. Furthermore, it is unclear whether the Company or its subsidiaries will be able to access the
capital markets, particularly before the Transformation litigation is resolved. See �Legal Proceedings� in Part I, Item 3. Finally, if certain of our
corporate debt obligations were to become accelerated, which could occur due to MBIA Corp. entering rehabilitation proceedings, among other
events, MBIA Inc. might have insufficient assets to repay the accelerated obligations.

If the current losses on the Company�s RMBS and CDO transactions continue to rise and market and adverse economic conditions persist for an
extended period of time or worsen, the Company could face additional liquidity pressure in all of its operations and businesses. Further stress
could increase liquidity demands on the Company or decrease its liquidity supply through additional defaulted insured exposures or devaluations
and/or impairments of its invested assets. These pressures could arise from exposures beyond residential mortgage related stress, which to date
has been the main cause of stress. For further discussion on the Company�s liquidity risk, see �Management�s Discussion and Analysis of Financial
Condition and Results of Operations�Liquidity� in Part II, Item 7.

An inability to access capital could adversely affect our business, operating results and financial condition and ultimately adversely affect
liquidity

The Company�s access to external sources of financing, as well as the cost of such financing, is dependent on various factors, including (i) the
long term debt ratings of the Company, (ii) the insurance financial strength ratings and long term business prospects of our insurance companies,
(iii) the perceptions of the financial strength of our insurance companies and MBIA Inc., and (iv) the outcome of the Transformation litigation.
Our debt ratings are influenced by numerous factors, either in absolute terms or relative to our peer group, such as financial leverage, balance
sheet strength, capital structure and earnings trends. If we cannot obtain adequate capital on favorable terms or at all, our business, future
growth, operating results and financial condition could be adversely affected.

Beginning in the second half of 2008, the volatility and disruption in the global credit markets exerted downward pressure on availability of
liquidity and credit capacity for certain issuers, including MBIA, with credit spreads widening considerably.

As a result of the illiquidity of fixed-income markets during 2008, we implemented intercompany agreements to provide additional liquidity
from MBIA Inc., MBIA Corp. and National to the asset/liability products business, and this has reduced the liquidity resources available to
MBIA Inc., MBIA Corp. and National for other purposes. Furthermore, the Company drew its contingent capital facility and no longer maintains
credit facilities with third-party providers. There can be no assurance that replacement facilities will be available in the future, in particular prior
to the resolution of the Transformation-related litigation. The inability to obtain adequate replacement capital on favorable terms or at all could
have an adverse impact on the Company�s business and financial condition.

Because we are a holding company, our sources of liquidity primarily consist of dividend payments from our insurance companies and Cutwater,
investment income and the issuance of debt. Each of National and MBIA Corp. is currently unable to pay dividends because it has a negative
earned surplus. To the extent that we are
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unable to access capital, our insurance companies may not have sufficient liquidity to meet their obligations, will have less capacity to write
business and may not be able to pay dividends to us without experiencing adverse rating agency action. Accordingly, our inability to maintain
access to capital on favorable terms could have an adverse impact on our ability to pay losses and debt obligations, to pay dividends on our
capital stock, to pay principal and interest on our indebtedness, to pay our operating expenses and to make capital investments in our
subsidiaries. See ��Our holding company structure and certain regulatory and other constraints could affect our ability to pay dividends and make
other payments� in this section.

Our holding company structure and certain regulatory and other constraints could affect our ability to pay dividends and make other
payments

We are a holding company and rely to a significant degree on the operations of our principal operating subsidiaries, National, MBIA Corp. and
Cutwater, and certain other smaller subsidiaries. As such, we are largely dependent on dividends or advances in the form of intercompany loans
from our insurance companies to pay dividends, to the extent payable, on our capital stock, to pay principal and interest on our indebtedness and
to make capital investments in our subsidiaries, among other items. Our insurance companies are subject to various statutory and regulatory
restrictions, applicable to insurance companies generally, that limit the amount of cash dividends, loans and advances that those subsidiaries may
pay to us. Regulations relating to capital requirements affecting some of our other subsidiaries may also restrict their ability to pay dividends and
other distributions and make loans to us.

Under New York law, National and MBIA Corp. may generally pay stockholder dividends only out of statutory earned surplus and subject to
additional limits, as described in �Business�Insurance Regulation� in Part I, Item 1 and �Note 18: Insurance Regulations and Dividends� in the Notes
to Consolidated Financial Statements of MBIA Inc. and Subsidiaries in Part II, Item 8. MBIA Corp.�s payment of an extraordinary dividend in
February 2009 in connection with the Transformation restricted its ability to pay dividends until February 17, 2010. In addition, each of National
and MBIA Corp. has negative earned surplus and therefore is currently unable to pay dividends to the Company.

Additionally, under New York law, the Superintendent may apply for an order directing the rehabilitation or liquidation of a domestic insurance
company under certain circumstances, including upon the insolvency of the company, if the company has willfully violated its charter or New
York law or if the company is found, after examination, to be in such condition that further transaction of business would be hazardous to its
policyholders, creditors or the public. The Superintendent may also suspend an insurer�s license, restrict its license authority, or limit the amount
of premiums written in New York if, after a hearing, the Superintendent determines that the insurer�s surplus to policyholders is not adequate in
relation to its outstanding liabilities or financial needs. If the Superintendent were to take any such action with respect to National or MBIA
Corp., it would likely result in the reduction or elimination of the payment of dividends to us.

The inability of our insurance companies to pay dividends in an amount sufficient to enable us to meet our cash requirements at the holding
company level could affect our ability to repay our debt and have a material adverse effect on our operations.

Changes in interest rates could adversely affect our financial condition and future business

Increases in prevailing interest rate levels can adversely affect the value of MBIA�s investment portfolio and, therefore, our financial condition.
In the event that investments must be sold in order to make payments on insured exposures, such investments would likely be sold at discounted
prices. Lower interest rates can also result in lower net interest income since a substantial portion of assets are now held in cash and cash
equivalents given the increased focus on liquidity. Additionally, in the insurance operations, increasing interest rates could lead to increased
credit stress on transactions in our insured portfolio, while a decline in interest rates could result in larger loss reserves on a present value basis.

While we are not currently writing any new financial guarantee insurance, we expect to do so in the future. Prevailing interest rate levels can
affect demand for financial guarantee insurance. Lower interest rates are typically accompanied by narrower spreads between insured and
uninsured obligations. The purchase of
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insurance during periods of relatively narrower interest rate spreads will generally provide lower cost savings to the issuer than during periods of
relatively wider spreads. These lower cost savings could be accompanied by a corresponding decrease in demand for financial guarantee
insurance. Increased interest rates may decrease attractiveness for issuers to enter into capital markets transactions, resulting in a corresponding
decreasing demand for financial guarantee insurance in the future.

Revenues and liquidity would be adversely impacted due to a decline in realization of installment premiums

Due to the installment nature of a significant percentage of its premium income, MBIA Corp. has an embedded future revenue stream. The
amount of installment premiums actually realized by MBIA Corp. could be reduced in the future due to factors such as not insuring new
transactions, early termination of insurance contracts, accelerated prepayments of underlying obligations or commutation of existing financial
guarantee insurance policies. Such a reduction would result in lower revenues and liquidity.

We are required to report credit derivatives at fair value, which subjects our results of operations to volatility and losses and could lead to
negative shareholders� equity for the Company or MBIA Corp. on a GAAP basis

Any event causing credit spreads on an underlying security referenced in a credit derivative we insure, or on a credit derivative referencing an
MBIA Inc. security (an �MBIA credit derivative�), to either widen or tighten will affect the fair value of the credit derivative and may increase the
volatility of our earnings.

As changes in fair value can be caused by factors unrelated to the performance of our business and structured finance credit portfolio, including
general market conditions and perceptions of credit risk, as well as market use of credit derivatives for hedging purposes unrelated to the specific
referenced credits in addition to events that affect particular credit derivative exposure, the application of fair value accounting may cause our
earnings to be more volatile than would be suggested by the underlying performance of our business operations and structured finance credit
portfolio. Furthermore, volatility in our asset values, loss reserves, impairments or fair value of insured credit derivatives could cause our
shareholders� equity, and/or that of MBIA Corp., to be negative on a GAAP basis in a future period, which may adversely impact investors�
perceptions of the value of the Company.

The global re-pricing of credit risk beginning in the fourth quarter of 2007 and continuing into 2009 caused unprecedented volatility and
markdowns in the valuation of these credit derivatives. In addition, due to the complexity of fair value accounting and the application of the
accounting guidance for derivative instruments and the accounting guidance for fair value measurement, future amendments or interpretations of
derivative and fair value accounting may cause us to modify our accounting methodology in a manner which may have an adverse impact on our
financial results. See �Management�s Discussion and Analysis of Financial Condition and Results of Operations�Critical Accounting Estimates� in
Part II, Item 7 for additional information on the valuation of derivatives.

Current accounting standards mandate that we measure the fair value of our insurance policies of CDSs. Market prices are generally available
for traded securities and market standard CDSs but are less available or accurate for highly customized CDSs. Most of the derivative contracts
the Company insures are the latter as they are non-traded structured credit derivative transactions. Moreover, at the present time, we do not have
access to the fair value estimates of the insurance beneficiaries and there can be no assurance that those counterparties� (or any other market
participant�s) estimates would be the same as our fair values.

Since the fourth quarter of 2007, we have observed a widening of market spreads and credit ratings downgrades of collateral underlying certain
CDO tranches we insure. The mark-to-market for the insured credit derivative portfolio has fluctuated significantly over the last eight quarters,
resulting in volatility in MBIA�s earnings, moving from losses of $3.6 billion in the first quarter of 2008, to gains of $3.3 billion and $105 million
in the second and third quarters of 2008, respectively, followed by a loss of $1.7 billion in the fourth quarter of 2008. In the first and second
quarters of 2009, there were gains of $1.6 billion and $424 million, respectively, followed by a loss of $810 million in the third quarter and a
gain of $428 in the fourth quarter. The volatility was primarily a result of changes in credit spreads, collateral erosion, rating migration, model
and input enhancements and fluctuations in MBIA�s spreads and recovery rates.
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Strategic Plan Related Risk Factors

Transformation-related litigation has had an adverse effect on our business prospects, and an unfavorable resolution of the litigation could
have a material adverse effect on our business, results of operations and financial condition

We are a defendant in several actions in which the plaintiffs seek to unwind Transformation or otherwise declare National responsible for the
insured obligations of MBIA Corp. Our success in defending Transformation is an integral part of our strategic plan. In particular, we hope to
achieve a high rating for National as quickly as possible in order to take advantage of immediate opportunities in the public finance market.
Transformation-related litigation has created uncertainty around the legal separation of the liabilities of National and MBIA Corp., which has in
turn hindered our ability to raise capital and achieve the desired ratings and adversely impacted the prospect of writing new business. The
Company is vigorously defending Transformation in the subject litigations and expects ultimately to prevail on the merits. However, the
Company cannot provide assurance that it will prevail in this litigation and the failure by the Company ultimately to prevail in this litigation
could have a material adverse effect on its ability to implement its strategy and on its business, results of operations or financial condition.

An inability to achieve high stable insurer financial strength ratings for National or any of our other insurance companies from the major
rating agencies may adversely affect our results of operations and business prospects

National�s and our other insurance companies� ability to write new business and to compete with other financial guarantors is currently largely
dependent on the financial strength ratings assigned to them by the major rating agencies and the financial enhancement rating also assigned by
S&P. As a result of downgrades of our insurance companies� financial strength ratings, we are currently unable to originate new financial
guarantee business. Many requirements imposed by the rating agencies in order for our insurance companies to achieve and maintain their
insurer financial strength ratings are outside of our control, and such requirements may necessitate that we raise additional capital or take other
remedial actions in a relatively short timeframe in order to achieve or maintain the ratings necessary to attract new business and compete with
other financial guarantee insurers and could make the conduct of the business uneconomical. We are unlikely to comply with the rating agencies
requirements until we have resolved the Transformation litigation. Furthermore, no assurance can be given that at that time, we will successfully
comply with these requirements, that these requirements or the related models and methodologies will not change or that, even if we comply
with these requirements, one or more of such rating agencies will not lower or withdraw its financial strength ratings with respect to any of our
insurance companies. Our insurance companies� ability to attract new business and its results of operations may be materially adversely affected
by the failure to achieve higher ratings.

An inability of our insurance companies to raise capital or comply with risk limits in the future may limit their ability to write business and
adversely affect our financial condition, results of operations and business prospects

Our insurance companies� ability to write new financial guarantee business will depend on their financial strength and investors� perceptions for
their financial strength. To capitalize our insurance companies to a level required to achieve high stable ratings in the future may require that we
raise additional capital. Our inability to raise capital on favorable terms could therefore materially adversely affect the business prospects of our
insurance companies. In addition, it would have an adverse impact on their ability to pay losses, dividends and debt obligations.

Our inability to come into compliance with regulatory, single and aggregate risk limits that National and MBIA Corp. exceeded as a result of
Transformation may also prevent us from writing future new business in the categories of risks that were exceeded and may adversely affect our
business prospects, and our failure to come into compliance with these rules increases the risk of experiencing a large single loss or series of
losses.

Downgrades of the ratings of securities that we insure may materially adversely affect our business, results of operations and financial
condition

Individual credits in our insured portfolio (including potential new credits) are assessed a rating agency �capital charge� based on a variety of
factors, including the nature of the credits� risk types, underlying ratings, tenor and
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expected and actual performance. In the event of an actual or perceived deterioration in creditworthiness, a reduction in the underlying rating or
a change in the rating agency capital methodology, we may be required to hold more capital in reserve against credits in the insured portfolio,
regardless of whether losses actually occur, or against potential new business. Significant reductions in underlying ratings of credits in an
insured portfolio can produce significant increases in assessed �capital charges.� There can be no assurance that each of our insurance company�s
capital position will be adequate to meet any increased rating agency reserve requirements or that each insurance company will be able to secure
additional capital necessary to support increased reserve requirements, especially at a time of actual or perceived deterioration in
creditworthiness of new or existing credits. Unless we were able to increase available capital, an increase in capital charges could reduce the
amount of capital available to support our ratings and could have an adverse effect on our ability to write new business.

In 2008 and 2009 Moody�s and S&P announced the downgrade of, or other negative ratings actions with respect to, certain transactions that we
insure, as well as a large number of structured finance transactions that serve as collateral in structured finance transactions that we insure. There
can be no assurance that additional securities in our insured portfolio will not be reviewed and downgraded in the future. Moreover, we do not
know if, and when, the rating agencies might review additional securities in our insured portfolio or review again securities that have already
been reviewed and/or downgraded. Downgrades of credits that we insure will result in higher capital charges to that insurance company under
the relevant rating agency model or models, which could adversely affect our results of operations and financial condition going forward.

Changes in rating scales applied to municipal bonds may reduce demand for financial guarantee insurance

Previously, both Fitch and Moody�s announced initiatives to establish �corporate equivalent ratings� for municipal issuers. Subsequently they each
announced that they are postponing their plans to shift to a global ratings scale, but may elect to do so in the future. Implementation of corporate
equivalent ratings would be expected to result in ratings being raised for many municipal issuers, which, in turn, might result in reduced demand
for financial guarantee insurance.

Demand for financial guarantee insurance has declined as investors� confidence in financial guarantors� financial strength and
marketability has declined

The perceived financial strength of all financial guarantee insurers also affects demand for financial guarantee insurance. In 2008 and 2009 all
financial guarantee insurers� insurer financial strength ratings were downgraded, placed on review for a possible downgrade or had their outlooks
changed to �negative.� The demand for insurance from lower-rated carriers is lower than that for those with the highest ratings; and the
industry-wide downgrades may have eroded investors� confidence in the benefits of bond insurance. We do not expect the demand for financial
guarantee insurance to regain its former levels in the near term, if ever.

Future competition may have an adverse effect on our businesses

The businesses in which we expect our insurance companies to participate may be highly competitive. They may face competition from other
financial guarantee insurance companies and other forms of credit enhancement, including senior-subordinated structures, credit derivatives,
letters of credit and guarantees (for example, mortgage guarantees where pools of mortgages secure debt service payments) provided by banks
and other financial institutions. In addition, alternative financing structures may be developed that do not employ third-party credit enhancement.
Furthermore, while one financial guarantee insurance company wrote the vast majority of U.S. public finance new business in 2009, additional
industry participants may emerge. Increased competition, either in terms of price, alternative structures, or the emergence of new providers of
credit enhancement, could have an adverse effect on our insurance companies� business prospects. The uncertainty created by market conditions
and the related unpredictable actions of the regulators in the U.S. and foreign markets we serve may create unforeseen competitive advantages
for our competitors due to, among other things, explicit or implied support from the government.

Cutwater faces competition from banks, insurance companies and independent companies who provide investment advisory services, as well as
with companies who manage their investments in-house. Competition varies by product and typically can range from very large asset
management firms to very small operations.
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Cutwater�s ability to compete for new advisory services business and to retain existing accounts is largely dependent on its investment
performance for a specific client or in general (typically versus established benchmark indices), the consistency of performance through market
cycles, fee levels charged and the level of client service provided. A decline in our competitive position as to one or more of these factors could
adversely affect our assets under management and profitability. In addition, the association of our advisory asset management business with the
news and financial results of our financial guarantee business, though unrelated to the financial position of the advisory segment, could have an
adverse impact on our ability to retain and attract advisory clients, which could have an adverse effect on our financial results.

Future demand for financial guarantee insurance depends on market and other factors that we do not control

The demand for financial guarantee insurance depends upon many factors, some of which are beyond the control of the Company. Our ability to
attract and compete for financial guarantee business is largely dependent on the financial strength ratings assigned to our insurance companies
by the major rating agencies. During 2009, most monoline financial guarantee insurers were downgraded by one or more of the major rating
agencies, and the one remaining significant triple-A monoline financial guarantee insurer was downgraded to double A by Moody�s and Fitch.

We believe that issuers and investors will distinguish among financial guarantors on the basis of various factors, including rating agency
assessment, capitalization, size, insured portfolio concentration and financial performance. These distinctions may result in differentials in
trading levels for securities insured by particular financial guarantors which, in turn, may provide a competitive advantage to those financial
guarantors with better trading characteristics. In addition, various investors may, due to regulatory or internal guidelines, lack additional capacity
to purchase securities insured by certain financial guarantors, which may provide a competitive advantage to guarantors with fewer insured
obligations outstanding. Differentials in trading values or investor capacity constraints that do not favor us would have an adverse effect on our
ability to attract new business at appropriate pricing levels, and we have experienced a cessation in new financial guarantee business which is
attributable to rating agency actions and their impact on investor perception.

Additionally, in the face of the disruption in the credit markets and the 2008 and 2009 ratings actions of Fitch, Moody�s and S&P concerning
financial guarantee insurers generally and us in particular, the price of our common stock has experienced a significant decline and there has
been a widening of spreads on our CDS. This widening of spreads on our CDS could impact the perception of our financial condition by our
insured bondholders and counterparties and could affect their willingness to purchase our insured bonds and to enter into transactions with us.

Changes to accounting rules may adversely impact reported financial results irrespective of business operations

Accounting standards and regulatory changes may require modifications to our accounting methodology, both prospectively and for prior
periods; and such changes could have an adverse impact on our reported financial results and/or make it more difficult for investors to
understand the economics of our business; and may thus influence the types or volume of business that we may choose to pursue.

Regulatory change could adversely affect our businesses

The financial guarantee insurance industry has historically been and will continue to be subject to the direct and indirect effects of governmental
regulation, including insurance laws, securities laws, tax laws and legal precedents affecting asset-backed and municipal obligations, as well as
changes in those laws. Failure to comply with applicable laws and regulations could expose our insurance companies to fines, the loss of their
insurance licenses, and the inability to engage in certain business activity.

In addition, future legislative, regulatory or judicial changes could adversely affect our insurance companies� ability to pursue business,
materially impacting our financial results. The NYSID has issued best practices regarding the laws and regulations that are applicable to our
insurance companies and to other monoline financial guarantee
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insurance companies and has indicated that it expects to propose legislative and regulatory changes to codify these best practices. Furthermore
on June 11, 2009, a new bill was introduced into the New York General Assembly at the request of New York�s governor to amend the New
York Insurance Law to enhance the regulation of financial guarantee insurers which would impose limits on the manner and amount of business
written by the Company. See �Business�Our Insurance Operations�Insurance Regulation�New York Insurance Regulation� In Part I, Item 1. In
addition, members of the U.S. Congress and federal regulatory bodies have suggested federal oversight and regulation of insurance, including
bond insurance. While it is not possible to predict if any new laws, regulations or interpretations will be enacted or the impact they would have,
any changes to such laws and regulations or the Department�s interpretation thereof could subject MBIA to further restrictions on the type of
business that it is authorized to insure, especially in the structured finance area. Any such restrictions could have a material effect on the amount
of premiums that MBIA earns in the future. Additionally, any changes to such laws and regulations could subject our insurance companies to
increase reserving and capital requirements or more stringent regulation generally, which could materially adversely affect our financial
condition, results of operations and future business.

Moreover, the downturn in the financial markets and resulting market-wide losses have caused various federal and state legislative and
regulatory bodies to consider various changes to existing securities laws and the legal framework governing the financial industry. Any
regulatory changes may affect the securities we insure, and may have the affect of diminishing or eliminating the market for those securities. In
addition new or proposed legislation could result in federal money being used to capitalize a competitor, federal money being provided to the
states which could adversely impact the demand for insured bonds, and assistance to mortgage borrowers and/or so called �mortgage cram-down�
provisions which could affect the Company�s ability to realize on the collateral underlying its mortgage-backed transactions. We cannot predict
what form regulatory changes or governmental support will take or how they will affect the Company.

General Risk Factors

Regulatory proceedings or private litigation claims could materially adversely affect our business, results of operations and financial
condition

The Company has received subpoenas or informal inquiries from a variety of regulators, including the Securities and Exchange Commission
(�SEC�), the Securities Division of the Secretary of the Commonwealth of Massachusetts, and other states� regulatory authorities, regarding a
variety of subjects, including disclosures made by the Company to underwriters and issuers of certain bonds, disclosures regarding the
Company�s structured finance exposure, the Company�s communications with rating agencies, and the methodologies used by rating agencies for
determining the credit rating of municipal debt and communications regarding the Company�s soft capital facility. The Company is cooperating
fully with each of these regulators and is in the process of satisfying all such requests. We may receive additional subpoenas and other
information requests from the SEC or other regulatory agencies regarding similar issues. Although no regulatory action has been initiated against
us in connection with the matters described above, it is possible that one or more regulatory agencies may pursue action against us with respect
to these or other similar matters. If such an action is brought, it could materially adversely affect our business, results of operations and financial
condition.

As further set forth in �Legal Proceedings� in Part I, Item 3, the Company is named as a defendant in a number of litigations. These include several
private securities class actions where the Company is named along with certain of its current and former officers. These cases have been
consolidated in the United States District Court for the Southern District of New York. A shareholder derivative lawsuit against certain of the
Company�s present and former officers and directors, and against the Company, as nominal defendant was filed in the United States District
Court for the Southern District of New York and a similar shareholder derivative lawsuit was filed in the Supreme Court of the State of New
York, County of Westchester.

In addition, a number of California municipalities filed complaints against MBIA and other bond insurers in 2008 in two separate classes of
proceedings which have subsequently been consolidated and amended. The first complaint alleged (i) participation in a conspiracy in violation
of California�s antitrust laws to maintain a dual credit rating scale that misstated the credit default risk of municipal bond issuers and created
market demand for municipal bond insurance, (ii) participation in risky financial transactions in other lines of business that damaged
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each bond insurer�s financial condition (thereby undermining the value of each of their guaranties), and a failure adequately to disclose the
impact of those transactions on their financial condition. These latter allegations form the predicate for five separate causes of action against
each of the defendant insurance companies: breach of contract, breach of the covenant of good faith and fair dealing, fraud, negligence, and
negligent misrepresentation. The second series of complaints alleged fraud and violations of California�s antitrust laws through bid-rigging in the
sale of municipal derivatives to municipal bond issuers.

Although the Company intends to vigorously defend against the aforementioned actions and against other potential actions, an adverse ultimate
outcome in these actions could result in a loss and have a material adverse effect on our reputation, business, results of operations or financial
condition.

Adverse results from investment management services activities due to declining asset values, credit impairments and poor performance of
assets managed could adversely affect our financial position and results of operation

Our Investment Management Services businesses (primarily the wind-down businesses) have grown in importance to our overall financial
results. Events that negatively affect the performance of the Investment Management Services businesses could have a negative effect on the
overall performance of the Company, separate and distinct from the performance of the Company�s financial guarantee business. In 2009 adverse
results related to the wind-down businesses primarily included realized losses from credit impairments and negative spread between earnings on
assets and the interest cost of liabilities. Investment Management Services� results may also be adversely impacted by declining asset values,
which could diminish the value of the assets owned in the wind-down businesses or decrease the fees that Cutwater collects for advisory services
based on the market value of assets under management, and other circumstances that could decrease Cutwater�s advisory assets under
management, such as the termination of its investment advisory contracts with its customers due to poor investment performance or otherwise.

Ownership Change under Section 382 of the Internal Revenue Code can have adverse tax consequences

In connection with our February, 2008 equity offering as well as purchases of the Company�s shares by Warburg Pincus and other transactions in
our shares from time to time, we may experience an �ownership change� within the meaning of Section 382 of the Internal Revenue Code. In
general terms, an ownership change may result from transactions increasing the aggregate ownership of certain stockholders in our stock by
more than 50 percentage points over a testing period (generally three years). As of January 1, 2010, the increase in the aggregate ownership of
certain stockholders of MBIA over the relevant testing period was over 43%. If an ownership change were to occur, our ability to use certain tax
attributes, including certain losses, credits, deductions or tax basis, may be limited. We cannot give any assurance that we will not undergo an
ownership change at a time when these limitations would have a significant impact on the Company�s tax benefits.

Any impairment in the Company�s future taxable income can materially affect the recoverability of our deferred tax assets

The basis for evaluating the recoverability of a deferred tax asset is the existence of future taxable income of appropriate character. To the extent
that the Company�s ability to recognize future taxable income from its existing insurance portfolio through scheduled premium earnings and net
investment income becomes impaired, the recoverability of certain deferred tax assets may be materially affected by a corresponding increase to
its valuation allowance.

A different view of the Internal Revenue Service from our current tax treatment of realized losses relating to insured CDS contracts can
adversely affect our financial position

As part of the Company�s financial guarantee business, we have insured credit derivatives contracts that were entered into by LaCrosse Financial
Products, LLC with various financial institutions. We treat these insured derivative contracts as insurance contracts for statutory accounting
purposes, which is the basis for computing U.S. federal taxable income. As such, the realized losses in connection with an insured event are
considered loss reserve activities for tax purposes. Because the federal income tax treatment of CDS contracts is an unsettled
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area of tax law, in the event that the Internal Revenue Service has a different view with respect to the tax treatment, our results of operations and
financial condition could be materially adversely affected.

Servicer risk could adversely impact performance of Structured Finance transactions

Structured finance obligations contain certain risks including servicer risk, which relates to problems with the transaction servicer (the entity
which is responsible for collecting the cash flow from the asset pool) that could affect the servicing and performance of the underlying assets.
Structural risks primarily involve bankruptcy risks, such as whether the servicer of the assets may be required to delay the remittance of any cash
collections held by it or received by it after the time it becomes subject to bankruptcy or insolvency proceedings. Structured finance transactions
are usually structured to reduce the risk to the investors from the bankruptcy or insolvency of the servicer. The ability of the servicer to properly
service and collect on the underlying assets is a factor in determining future asset performance. Certain of the lawsuits we have filed allege that
the servicer has failed to perform its duties as contractually required. While we assess future servicer performance through our servicer due
diligence and underwriting guidelines, our formal credit review and approval process and our post-closing servicing review and monitoring,
there is no assurance that the servicer will properly affect its duties.

The Company is dependent on key executives and the loss of any of these executives, or its inability to retain other key personnel, could
adversely affect its business

The Company�s success substantially depends upon its ability to attract and retain qualified employees and upon the ability of its senior
management and other key employees to implement its business strategy. The Company believes there are only a limited number of available
qualified executives in the business lines in which the Company competes. Although the Company is not aware of any planned departures, the
Company relies substantially upon the services of Joseph W. Brown, Chief Executive Officer, and other executives. There is no assurance that
the Company will be able to retain the services of key executives. The loss of the services of any of these individuals or other key members of
the Company�s management team could adversely affect the implementation of its business strategy.

Item 1B. Unresolved Staff Comments

None.

Item 2. Properties

A wholly-owned subsidiary of National owns the 280,729 square foot office building on approximately 38 acres of property in Armonk, New
York, in which the Company, National, MBIA Corp. and Cutwater Asset Management have their headquarters. The Company also has offices
with approximately 38,246 square feet of rental space in New York, New York; San Francisco, California; Paris, France; Madrid, Spain;
Sydney, Australia; London, England; and Mexico City, Mexico. Cutwater Asset Management has 7,607 square feet of office space in Denver,
Colorado. The Company generally believes that these facilities are adequate and suitable for its current needs.

Item 3. Legal Proceedings

In the normal course of operating its businesses, MBIA Inc. (�MBIA� or the �Company�) may be involved in various legal proceedings.

Corporate Litigation

The Company was named as a defendant, along with certain of its current and former officers, in private securities actions that were consolidated
in the United States District Court for the Southern District of New York as In re MBIA Inc. Securities Litigation; (Case No. 05 CV
03514(LLS); S.D.N.Y.) (filed October 3, 2005). The plaintiffs asserted claims under Section 10(b) of the Securities Exchange Act of 1934 (the
�Exchange Act�), Rule 10b-5 promulgated thereunder, and Section 20(a) of the Exchange Act. The lead plaintiffs purport to be acting as
representatives for a class consisting of purchasers of the Company�s stock during the period from August 5, 2003 to March 30, 2005 (the �Class
Period�). The lawsuit asserts, among other things, violations of the federal
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securities laws arising out of the Company�s allegedly false and misleading statements about its financial condition and the nature of the
arrangements entered into by MBIA Corp. in connection with the AHERF loss. The plaintiffs allege that, as a result of these misleading
statements or omissions, the Company�s stock traded at artificially inflated prices throughout the Class Period.

The defendants, including the Company, filed motions to dismiss this lawsuit on various grounds. On February 13, 2007, the Court granted those
motions, and dismissed the lawsuit in its entirety, on the grounds that plaintiffs� claims are barred by the applicable statute of limitations. The
Court did not reach the other grounds for dismissal argued by the Company and the other defendants. On November 12, 2008, the United States
Court of Appeals for the Second Circuit affirmed the Court�s dismissal on statute of limitations grounds, but remanded the case to allow the
plaintiffs to file an amended complaint. The Second Consolidated Amended Class Action Complaint was filed on February 18, 2009. The
defendants filed their renewed motion to dismiss on April 17, 2009, and on September 24, 2009, the Court granted that motion and dismissed
plaintiffs� complaint with prejudice. On November 2, 2009, the plaintiffs filed a Notice of Appeal signaling their intent to file an appeal of the
dismissal order with the United States Court of Appeals for the Second Circuit. Plaintiffs� brief is due March 12, 2010.

On October 17, 2008, a consolidated amended class action complaint in a separate shareholder class action lawsuit against the Company and
certain of its officers, In re MBIA Inc. Securities Litigation, No. 08-CV-264, (KMK) (the �Consolidated Class Action�) was filed in the United
States District Court for the Southern District of New York, alleging violations of the federal securities laws. Lead plaintiff, the Teachers�
Retirement System of Oklahoma, seeks to represent a class of shareholders who purchased MBIA stock between July 2, 2007 and January 9,
2008. The amended complaint alleges that defendants MBIA Inc., Gary C. Dunton and C. Edward Chaplin violated Sections 10(b) and 20(a) of
the Securities Exchange Act of 1934. Among other things, the complaint alleges that defendants issued false and misleading statements with
respect to the Company�s exposure to CDOs containing RMBS, specifically its exposure to so-called �CDO-squared� securities, which allegedly
caused the Company�s stock to trade at inflated prices. Defendants� motion to dismiss is fully briefed. Oral argument has been scheduled for
March 5, 2010.

On February 13, 2008, a shareholder derivative lawsuit against certain of the Company�s present and former officers and directors, and against
the Company, as nominal defendant, entitled Trustees of the Police and Fire Retirement System of the City of Detroit v. Clapp et al.,
No. 08-CV-1515, (the �Detroit Complaint�), was filed in the United States District Court for the Southern District of New York. The gravamen of
the Detroit Complaint is similar to the aforementioned Consolidated Class Action, except that the legal claims are against the directors for
breach of fiduciary duty and related claims. The Detroit Complaint purports to relate to a so-called �Relevant Time Period� from February 9, 2006,
through the time of filing of the complaint. A Special Litigation Committee of two independent directors of MBIA Inc. (the �SLC�) has
determined after a good faith and thorough investigation that pursuit of the allegations set out in the Detroit Complaint is not in the best interests
of MBIA and its shareholders. On January 23, 2009, the SLC served a motion to dismiss the Detroit Complaint. In November 2009, District
Court Judge Kenneth M. Karas referred the case to Magistrate Judge George A. Yanthis for pretrial purposes.

On August 11, 2008, a shareholder derivative lawsuit entitled Crescente v. Brown et al., No. 08-17595 (the �Crescente Complaint�) was filed in
the Supreme Court of the State of New York, County of Westchester against certain of the Company�s present and former officers and directors,
and against the Company, as nominal defendant. The gravamen of this complaint is similar to the Detroit Complaint except that the time period
assertedly covered is from January, 2007, through the time of filing of this complaint. The derivative plaintiff has agreed to stay the action
pending the outcome of the SLC�s motion to dismiss the Detroit Complaint.

On July 23, 2008, the City of Los Angeles filed two complaints in the Superior Court of the State of California, County of Los Angeles, against
the Company and others. The first complaint, against the Company, AMBAC Financial Group, Inc., XL Capital Assurance Inc., ACA Financial
Guaranty Corp., Financial Guaranty Insurance Company, and CIFG Assurance North America, Inc., alleged (i) participation in a conspiracy in
violation of California�s antitrust laws to maintain a dual credit rating scale that misstated the credit default risk of municipal bond issuers and
created market demand for municipal bond insurance and (ii) participation in risky financial transactions in other lines of business that damaged
each bond insurer�s financial condition (thereby undermining the value of each of their guaranties), and a failure to adequately disclose the
impact of those transactions on their financial condition.
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These latter allegations form the predicate for five separate causes of action against each of the Insurers: breach of contract, breach of the
covenant of good faith and fair dealing, fraud, negligence and negligent misrepresentation. Complaints making the same allegations against the
Company and nearly all of the same co-defendants were filed in Superior Court, San Francisco County, by the City of Stockton, the City of
Oakland, the City and County of San Francisco, the County of San Mateo, the County of Alameda, the City of Los Angeles Department of
Water and Power, by the Sacramento Municipal Utility District, and the City of Sacramento between July 23, 2008 and January 6, 2009. These
cases are now part of a coordinated proceeding referred to as Ambac Bond Insurance Cases. On April 8, 2009, The Olympic Club filed a
complaint against the Company in the Superior Court of the State of California, County of San Francisco, making similar allegations of
participation in risky financial transactions in other lines of business that allegedly damaged the Company�s financial condition, and of a failure
to adequately disclose the impact of those transactions on the Company�s financial condition. These allegations form the predicate for the same
initial five common law causes of action as those in the Ambac Bond Insurance Cases, as well as a California unfair competition cause of action.
The Olympic Club does not include an antitrust or unjust enrichment cause of action. The Olympic Club case is being coordinated with the
Ambac Bond Insurance Cases in San Francisco Superior Court. On August 31, 2009, the aforementioned plaintiffs, excluding the City of
Sacramento and the Olympic Club, filed amended complaints identifying specific variable rate bond transactions with respect to the existing
contract, fraud and negligence claims, and adding claims for unjust enrichment with respect to insured bonds issued by the plaintiffs during an
unspecified period of time. A similar complaint alleging the same causes of action was filed by the City of Riverside. On the same day, the
County of Contra Costa and Los Angeles World Airports filed new complaints and the City of Sacramento filed an amended complaint alleging
the antitrust violation and unjust enrichment causes of action only. MBIA�s demurrers and other responsive pleadings were filed on
November 13, 2009 and plaintiff�s opposition papers were filed on January 8, 2010. MBIA�s reply papers were filed on February 5, 2010. Oral
argument is scheduled for March 1, 2010.

The City of Los Angeles�s second complaint named as defendants certain other financial institutions as well as bond insurers, including the
Company, AMBAC Financial Group, Inc., Financial Security Assurance, Inc., Financial Guaranty Insurance Company and Security Capital
Assurance Inc., and alleged fraud and violations of California�s antitrust laws through bid-rigging in the sale of municipal derivatives to
municipal bond issuers. Complaints making the same allegations against the Company and nearly all of the same co-defendants were filed in
Superior Court, Los Angeles County, by the County of San Diego on August 28, 2008, and in Superior Court, San Francisco County, by the City
of Stockton on July 23, 2008, by the County of San Mateo on October 7, 2008, and by the County of Contra Costa on October 8, 2008. The City
of Los Angeles and City of Stockton actions were removed to federal court and transferred by order dated November 26, 2008, to the Southern
District of New York for inclusion in the multidistrict litigation In re Municipal Derivatives Antitrust Litigation, M.D.L. No. 1950; the San
Diego County, San Mateo County, and Contra Costa County actions were removed to federal court and transferred to the Southern District of
New York for inclusion in that proceeding by order dated February 4, 2009. All five plaintiffs filed amended complaints on September 15, 2009
alleging violations of both federal and California state antitrust laws. On December 10, 2009, four additional complaints were filed against
MBIA and the other defendants by the Los Angeles World Airports, the Redevelopment Agency of the City of Stockton and the Public
Financing Authority of the City of Stockton (filed jointly), the County of Tulare and the Sacramento Suburban Water District. On February 8,
2010, MBIA and the other defendants filed their motions to dismiss.

The Company has received subpoenas or informal inquiries from a variety of regulators, including the SEC, the Securities Division of the
Secretary of the Commonwealth of Massachusetts, the Attorney General of the State of California, and other states� regulatory authorities,
regarding a variety of subjects, including soft capital instruments, disclosures made by the Company to underwriters and issuers of certain
bonds, disclosures regarding the Company�s structured finance exposure, trading and valuation of managed collateral, the Company�s
communications with rating agencies, and the methodologies used by rating agencies for determining the credit rating of municipal debt. The
Company is cooperating fully with each of these regulators and is in the process of satisfying all such requests. The Company may receive
additional inquiries from these or other regulators and expects to provide additional information to such regulators regarding their inquiries in
the future.
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Recovery Litigation

On September 30, 2008, MBIA Corp. commenced an action in New York State Supreme Court, New York County, against Countrywide Home
Loans, Inc., Countrywide Securities Corp. and Countrywide Financial Corp. (collectively, �Countrywide�). The complaint alleged that
Countrywide fraudulently induced MBIA to provide financial guarantee insurance on securitizations of home equity lines of credit and closed
end second liens by misrepresenting the true risk profile of the underlying collateral and Countrywide�s adherence to its strict underwriting
standards and guidelines. The complaint also alleged that Countrywide breached its representations and warranties and its contractual
obligations, including its obligation to cure or repurchase ineligible loans as well as its obligation to service the loans in accordance with
industry standards. In an order dated July 8, 2009, the New York State Supreme Court denied Countrywide�s motion to dismiss in part, allowing
the fraud cause of action to proceed against all three Countrywide defendants and the contract causes of action to proceed against Countrywide
Home Loans, Inc. All parties have filed Notices of Appeal and defendants filed their answer to the complaint on August 3, 2009. On August 24,
2009, MBIA Corp. filed an amended complaint, adding Bank of America as a defendant, identifying an additional five securitizations and
supplementing the facts in support of our re-asserted negligent misrepresentation claim to address the points made by Justice Ellen Bransten in
her decision granting the motion to dismiss that claim. On October 9, 2009, defendants filed a renewed motion to dismiss, which was fully
briefed and argued on December 9, 2009. The court has yet to issue a formal ruling. Justice Bransten granted MBIA�s motion to compel
discovery from Bank of America.

On July 10, 2009, MBIA Corp. commenced an action in Los Angeles Superior Court against Bank of America Corporation, Countrywide
Financial Corporation, Countrywide Home Loans, Inc, Countrywide Securities Corporation, Angelo Mozilo, David Sambol, Eric Sieracki,
Ranjit Kripalani, Jennifer Sandefur, Stanford Kurland, Greenwich Capital Markets, Inc., HSBC Securities (USA) Inc., UBS Securities, LLC, and
various Countrywide-affiliated Trusts. The complaint alleges that Countrywide made numerous misrepresentations and omissions of material
fact in connection with its sale of certain residential mortgage-backed securities (�RMBS�), including that the underlying collateral consisting of
mortgage loans had been originated in strict compliance with its underwriting standards and guidelines. MBIA commenced this action as
subrogee of the purchasers of the RMBS, who incurred severe losses that have been passed on to MBIA as the insurer of the income streams on
these securities. On November 3, 2009, MBIA Corp. filed an amended complaint. On December 4, 2009, the defendants filed demurrers,
motions to stay the proceeding, and motions to strike MBIA�s jury trial demand. On January 29, MBIA filed its opposition papers to the
defendants� demurrer and related motions. On January 20, 2010, Judge Elias, who is presiding over the Luther v. Countrywide Home Loans
Servicing, LP et al. case, issued a ruling that both MBIA�s state court action against Bank of America et al. and the New Mexico Investment
Counsel v. Kurland case are related to Luther. Judge Elias designated Luther as the lead case and assigned all three cases to herself.

On October 15, 2008, MBIA Corp. commenced an action in the United States District Court for the Southern District of New York against
Residential Funding Company, LLC (�RFC�). On December 5, 2008, a notice of voluntary dismissal without prejudice was filed in the Southern
District of New York and the complaint was re-filed in the Supreme Court of the State of New York, New York County. The complaint alleges
that RFC fraudulently induced MBIA Corp. to provide financial guarantee policies with respect to five RFC closed-end home equity second-lien
and HELOC securitizations, and that RFC breached its contractual representations and warranties, as well as its obligation to repurchase
ineligible loans, among other claims. On December 23, 2009, Justice Fried denied RFC�s motion to dismiss MBIA�s complaint with respect to
MBIA�s fraud claims.

On December 14, 2009, MBIA Corp. commenced an action in New York State Supreme Court, New York County, against Credit Suisse
Securities (USA) LLC, DLJ Mortgage Capital, Inc., and Select Portfolio Servicing Inc (�Credit Suisse�). The complaint seeks damages for fraud
and breach of contractual obligations in connection with the procurement of financial guarantee insurance on the Home Equity Mortgage Trust
Series 2007-2 securitization. The complaint alleges, among other claims, that Credit Suisse falsely represented (i) the attributes of the securitized
loans; (ii) that the loans complied with the governing underwriting guidelines; and (iii) that Credit Suisse had conducted extensive due diligence
on the securitized loans to ensure compliance with the underwriting guidelines. The complaint further alleges that the defendants breached their
contractual obligations to cure or repurchase loans found to be in breach of the representations and warranties applicable thereto and
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denied MBIA the requisite access to all records and documents regarding the securitized loans. Defendants� filed their motion to dismiss on
February 5, 2010.

In its determination of expected ultimate insurance losses on financial guarantee contracts, the Company has considered the probability of
potential recoveries arising out of the contractual obligation by the sellers/servicers to repurchase or replace ineligible mortgage loans in certain
second-lien mortgage securitizations, which include potential recoveries that may be affected by the legal actions against Countrywide , RFC
and Credit Suisse. However, there can be no assurance that the Company will prevail in either the Countrywide, RFC or Credit Suisse actions.

On April 30, 2009, MBIA Corp. and LaCrosse Financial Products commenced an action in the New York State Supreme Court, New York
County, against Merrill Lynch, Pierce, Fenner and Smith, Inc. and Merrill Lynch International. The complaint (amended on May 15, 2009)
seeks damages in an as yet indeterminate amount believed to be in excess of several hundred million dollars arising
from alleged misrepresentations and breaches of contract in connection with eleven credit default swaps (�CDS�) contracts pursuant to which
MBIA wrote protection in favor of Merrill and other parties on a total of $5.7 billion in collateralized debt obligations (�CDOs�) arranged and
marketed by Merrill. The complaint also seeks rescission of the CDS contracts. Oral argument on Merrill�s motion to dismiss was held on
November 17, 2009. Justice Fried has ordered that discovery move forward pending a ruling on the motion to dismiss.

On January 21, 2010, MBIA Corp. and LaCrosse Financial Products commenced an action in New York State Supreme Court, Westchester
County, against Royal Bank of Canada and RBC Capital Markets Corporation (�RBC�) relating to three CDS and related insurance policies
referencing Logan CDO I, Ltd., Logan CDO II, Ltd. and Logan CDO III, Ltd. (the �Logan CDOs�). The complaint alleges RBC fraudulently or
negligently induced MBIA to insure the Logan CDOs, claims for breach of contract and promissory estoppel, and challenges RBC�s failure to
issue credit event and related notifications in accordance with contractual obligations for the Logan CDOs.

On October 14, 2008, June 17, 2009 and August 25, 2009, MBIA Corp. submitted proofs of claim to the FDIC with respect to the resolution of
IndyMac Bank, F.S.B. for both pre- and post-receivership amounts owed to MBIA as a result of IndyMac�s contractual breaches and fraud in
connection with financial guarantee insurance issued by MBIA on securitizations of home equity lines of credit. The proofs of claim were
subsequently denied by the FDIC. MBIA has appealed the FDIC�s denial of its proofs of claim via a complaint, filed on May 29, 2009, against
IndyMac Bank, F.S.B. and the FDIC, as receiver, in the United States District Court for the District of Columbia and alleges that IndyMac
fraudulently induced MBIA to provide financial guarantee insurance on securitizations of home equity lines of credit by breaching contractual
representations and warranties as well as negligently and fraudulently misrepresenting the nature of the loans in the securitization pools and
IndyMac�s adherence to its strict underwriting standards and guidelines. The FDIC moved to dismiss MBIA�s non-contract based claims on
September 2, 2009. On October 9, 2009, MBIA filed its response brief. The FDIC�s response is due November 9, 2009. On January 5, 2010, the
court signed a Stipulation between MBIA and the FDIC whereby the FDIC agreed to withdraw its pending motion to dismiss without prejudice
and MBIA may file an amended complaint. On February 8, 2010, MBIA filed its amended complaint against the FDIC both in its corporate
capacity and as conservator/receiver of IndyMac Federal Bank, F.S.B. for breach of its contractual obligations as servicer and seller for the
IndyMac transactions at issue and for unlawful disposition of IndyMac Federal Bank, F.S.B.�s assets in connection with the FDIC�s resolution of
IndyMac Bank, F.S.B.

On September 22, 2009, MBIA Corp. commenced an action in Los Angeles Superior Court against IndyMac ABS, Inc., Home Equity Mortgage
Loan Asset-Backed Trust, Series 2006-H4, Home Equity Mortgage Loans Asset-Backed Trust, Series INDS 2007-I, Home Equity Mortgage
Loan Asset-Backed Trust, Series INDS 2007-2, Credit Suisse Securities (USA), L.L.C., UBS Securities, LLC, JPMorgan Chase & Co., Michael
Perry, Scott Keys, Jill Jacobson, and Kevin Callan. The Complaint alleges that IndyMac Bank made numerous misrepresentations and omissions
of material fact in connection with its sale of certain RMBS, including that the underlying collateral consisting of mortgage loans had been
originated in strict compliance with its underwriting standards and guidelines. MBIA commenced this action as subrogee of the purchasers of the
RMBS, who incurred severe losses that have been passed on to MBIA as the insurer of the income streams on these securities. On October 19,
2009, MBIA dismissed IndyMac ABS, Inc. from the action without prejudice. On October 23, 2009,
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defendants removed the case to the United States District Court for the Central District of California. On November 30, 2009, the IndyMac trusts
were consensually dismissed from the litigation. On December 23, 2009, federal District Court Judge S. James Otero of the Central District of
California granted MBIA�s motion to remand the case to Los Angeles Superior Court. On February 18, 2010, the case was assigned to Judge Jane
Johnson.

On February 2, 2010, MBIA Corp. and LaCrosse Financial Products, LLC brought an action in the High Court of Justice, Chancery Division, in
London, relating to an MBIA Corp.-insured credit derivative transaction seeking an adjudication that the agreement was effectively and properly
terminated by MBIA Corp. Royal Bank of Scotland is challenging the termination and its response to the claim is due on March 4, 2010.

On December 9, 2009, MBIA Corp. and LaCrosse Financial Products commenced an action in United States District Court for the Southern
District of New York against Cooperatieve Centrale Raiffeisen Boerenleenbank B.A. (�Rabobank�), The Bank of New York Mellon Trust
Company, N.A., as Trustee (�Bank of New York Mellon�), and Paragon CDO Ltd. MBIA, as controlling class under the relevant Indenture,
commenced the action seeking declaratory relief and damages for breach of contract and negligence relating to the improper sale of certain
reference obligations in the Paragon CDO portfolio pool. On January 15, 2010, Rabobank and The Bank of New York Mellon filed their
answers. On February 16, 2010, Paragon CDO Ltd. was dismissed from the case with prejudice.

Transformation Litigation

On March 11, 2009, a complaint was filed in the United States District Court of the Southern District of New York against the Company and its
subsidiaries, MBIA Corp. and National, entitled Aurelius Capital Master, Ltd. et al. v. MBIA Inc. et al., 09-cv-2242 (S.D.N.Y.). The lead
plaintiffs, Aurelius Capital Master, Ltd., Aurelius Capital Partners, LP, Fir Tree Value Master Fund, L.P., Fir Tree Capital Opportunity Master
Fund, L.P., and Fir Tree Mortgage Opportunity Master Fund, L.P., purport to be acting as representatives for a class consisting of all holders of
securities, instruments, or other obligations for which MBIA Corp., before February 18, 2009, issued financial guarantee insurance other than
United States municipal/governmental bond securities. The complaint alleges that certain of the terms of the transactions entered into by the
Company and its subsidiaries, which were approved by the New York State Department of Insurance, constituted fraudulent conveyances under
§§ 273, 274 and 276 of New York Debtor and Creditor Law and a breach of the implied covenant of good faith and fair dealing under New York
common law. The Complaint seeks, inter alia, (a) a declaration that the alleged fraudulent conveyances are null and void and set aside, (b) a
declaration that National is responsible for the insurance polices issued by MBIA Insurance Corporation up to February 17, 2009, and (c) an
award of damages in an unspecified amount together with costs, expenses and attorneys� fees in connection with the action. Defendants� motion to
dismiss the complaint is fully briefed. Oral argument was scheduled for November 17, 2009. On February 11, 2010, Judge Sullivan entered an
order denying MBIA�s motion to dismiss.

On April 6, 2009, a complaint was filed in the Court of Chancery for the State of Delaware entitled Third Avenue Trust and Third Avenue
Variable Series Trust v. MBIA Insurance Corp. and MBIA Insurance Corp. of Illinois, CA 4486-UCL. Plaintiffs allege that they are holders of
approximately $400 million of surplus notes issued by MBIA Corp. (for purposes of this section, the �Notes�) in January 2008. The complaint
alleges (Count I) that certain of the Transactions breached the terms of the Notes and the Fiscal Agency Agreement dated January 16, 2008
pursuant to which the Notes were issued. The complaint also alleges that certain transfers under the Transactions were fraudulent in that they
allegedly left MBIA Corp. with �unreasonably small capital� (Count II), �insolvent� (Count III), and were made with an �actual intent to defraud�
(Count IV). The complaint seeks a judgment (a) ordering the defendants to unwind the Transactions (b) declaring that the Transactions
constituted a fraudulent conveyance, and (c) damages in an unspecified amount. On October 28, 2009, Vice Chancellor Strine entered an order
dismissing the case without prejudice. On December 21, 2009, plaintiffs re-commenced the action in New York State Supreme Court, and it has
been assigned to Justice James A. Yates.

On May 13, 2009, a complaint was filed in the New York State Supreme Court against the Company and its subsidiaries, MBIA Corp. and
National, entitled ABN AMRO Bank N.V. et al. v. MBIA Inc. et al. The plaintiffs, a group of 19 domestic and international financial
institutions, purport to be acting as holders of insurance policies issued by MBIA Corp. directly or indirectly guaranteeing the repayment of
structured finance products. The complaint alleges that certain of the terms of the transactions entered into by the Company and its subsidiaries,
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which were approved by the New York State Department of Insurance, constituted fraudulent conveyances and a breach of the implied covenant
of good faith and fair dealing under New York law. The complaint seeks a judgment (a) ordering the defendants to unwind the Transactions,
(b) declaring that the Transactions constituted a fraudulent conveyance, (c) declaring that MBIA Inc. and National are jointly and severally liable
for the insurance policies issued by MBIA Corp., and (d) ordering damages in an unspecified amount. On February 17, 2010, Justice Yates
denied defendants� motion to dismiss. On February 25, 2010, the Company filed its Notice of Appeal of the denial to the Appellate Division of
the New York State Supreme Court.

On June 15, 2009, the same group of 19 domestic and international financial institutions who filed the above described plenary action in New
York State Supreme Court filed a proceeding pursuant to Article 78 of New York�s Civil Practice Law & Rules in New York State Supreme
Court, entitled ABN AMRO Bank N.V. et al. v. Eric Dinallo, in his capacity as Superintendent of the New York Insurance Department, the New
York State Insurance Department, MBIA Inc. et al. In its motions to dismiss the three above-referenced plenary actions, the Company argued
that an Article 78 proceeding is the exclusive forum in which a plaintiff may raise any challenge to the Transformation approved by the
Superintendent of the Department of Insurance. The petition seeks a judgment (a) declaring void and to annul the approval letter of the
Superintendent of the Department of Insurance, (b) to recover dividends paid in connection with the Transactions, (c) declaring that the approval
letter does not extinguish plaintiffs� direct claims against MBIA Inc. and its subsidiaries in the plenary action described above. MBIA and the
New York State Insurance Department filed their answering papers to the Article 78 Petition on November 24, 2009 and argued that based on
the record and facts, approval of Transformation and its constituent transactions was neither arbitrary nor capricious nor in violation of New
York Insurance Law. Limited discovery is proceeding.

The Company is defending against the aforementioned actions in which it is a defendant and expects ultimately to prevail on the merits. There is
no assurance, however, that the Company will prevail in these actions. Adverse rulings in these actions could have a material adverse effect on
the Company�s ability to implement its strategy and on its business, results of operations and financial condition.

There are no other material lawsuits pending or, to the knowledge of the Company, threatened, to which the Company or any of its subsidiaries
is a party.

Item 4. Reserved
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Part II

Item 5. Market for the Registrant�s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities
The Company�s common stock is listed on the New York Stock Exchange under the symbol �MBI.� As of February 25, 2010 there were 956
shareholders of record of the Company�s common stock. The information concerning dividends on the Company�s common stock is under �Item 1.
Business�Insurance Regulation� in this annual report.

The high and low stock prices with respect to the Company�s common stock for the last two years are presented below:

2009 2008
Stock Price Stock Price

Quarter Ended High Low High Low
March 31 $ 5.61 $ 2.29 $ 18.98 $ 8.55
June 30 7.21 4.22 14.29 4.17
September 30 8.24 3.65 16.61 3.90
December 31 6.94 3.25 11.92 3.79
On January 9, 2008, the Company announced that its Board of Directors authorized a revised shareholder dividend policy, pursuant to the
Company�s capital strengthening plan, which was expected to reduce quarterly shareholder dividends from $.34 per share to $.13 per share. On
February 25, 2008, the Company announced that its Board of Directors authorized the elimination of quarterly shareholder dividends to further
strengthen the Company�s resources and to increase its operating flexibility.

On January 30, 2008, the Company issued 16.1 million shares of MBIA common stock to Warburg Pincus at $31 per share per an investment
agreement, subsequently amended on February 6, 2008, with Warburg Pincus. In addition, under the agreement with Warburg Pincus, the
Company granted Warburg Pincus warrants to purchase 8.7 million shares of MBIA common stock at an exercise price of $40 per share and �B�
warrants, which, upon obtaining certain approvals, will become exercisable to purchase 7.4 million shares of common stock at a price of $40 per
share.

On February 13, 2008, the Company completed a public offering of 94.65 million shares of MBIA common stock at $12.15 per share. Warburg
Pincus informed the Company that it purchased $300 million in common stock as part of the offering. The Company did not use the $750
million Warburg Pincus backstop. In addition, Warburg Pincus did not exercise its right to purchase up to $300 million in preferred stock.
Pursuant to the amended agreement with Warburg Pincus, Warburg Pincus was granted 4 million of �B2� warrants at a price of $16.20 per share.
In addition, under anti-dilution provisions in the agreement with Warburg Pincus, the terms of the warrants issued to Warburg Pincus on
January 30, 2008 were amended, which resulted in (a) the 8.7 million of warrants exercisable at $40 per share were revised to 11.5 million
warrants exercisable at $30.25 per share and (b) the 7.4 million of �B� warrants exercisable at $40 per share were revised to 9.8 million �B� warrants
exercisable at $30.25 per share. See Note 24, �Common and Preferred Stock� in the Notes to the Consolidated Financial Statements of MBIA Inc.
and Subsidiaries in Part II, Item 8 for additional information on the agreement with Warburg Pincus and the common stock offering.

On February 1, 2007, the Company�s Board of Directors authorized the repurchase of common stock up to $1 billion under a new share
repurchase program, which superseded the previously authorized program. However, due to the Company�s decision in the third quarter of 2007
to suspend share repurchases under the program in light of concerns and uncertainties regarding the housing markets, the structured finance
sector and the U.S. economy, no shares were repurchased during the first six months of 2008.
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In August 2008, the Company�s Board of Directors approved the resumption of the share repurchase program. Repurchases of common stock
may be made from time to time in the open market or in private transactions as permitted by securities laws and other legal requirements. We
believe that share repurchases can be an appropriate deployment of capital in excess of amounts needed to support our liquidity and maintain the
claims-paying ratings of MBIA Corp. and National as well as other business needs. As of December 31, 2009, the Company repurchased
45 million shares under the program at an average price of $19.75 per share and $104 million remained available under the $1 billion share
buyback program.

The table below presents repurchases made by the Company in each month during the fourth quarter of 2009. See �Note 20: Long-term Incentive
Plans� in the Notes to the Consolidated Financial Statements of MBIA, Inc. and Subsidiaries in Part II, Item 8 for a further discussion on
long-term incentive plans.

Month
Total Number of

Shares Purchased (1)
Average Price
Paid Per Share

Total Amount
Purchased as
Part of Publicly
Announced Plan

Maximum Amount
That May

Be Purchased Under
the Plan (in thousands)

October 167 $ 5.48 �  $ 115,077
November �  �  �  115,077
December 3,275,706 3.51 3,275,300 103,578

(1)�573 shares were repurchased by the Company for settling awards under the Company�s long-term incentive plans.

As of December 31, 2009, 274,826,872 shares of Common Stock of the Company, par value $1 per share, were issued and 204,667,848 shares
were outstanding.

Stock Performance Graph The following graph compares the cumulative total shareholder return (rounded to the nearest whole dollar) of our
common stock, the S&P 500 Stock Index (�S&P 500 Index�) and the S&P 500 Diversified Financials Index (�S&P Financials Index�) for the last
five fiscal years. The graph assumes a $100 investment at the closing price on December 31, 2004 and reinvestment of dividends on the
respective dividend payment dates without commissions. This graph does not forecast future performance of our common stock.

2004 2005 2006 2007 2008 2009
MBIA Inc. Common Stock 100.00 97.75 120.04 31.49 6.88 6.86
S&P 500 Index 100.00 105.42 121.48 128.15 80.74 103.11
S&P 500 Financials Index 100.00 106.91 126.98 103.46 46.27 54.41
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Dollars in millions except per share amounts 2009 2008 2007 2006 2005
Summary Statement of Operations Data:
Premiums earned 746 &n

Edgar Filing: MBIA INC - Form 10-K

Table of Contents 65


