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A leading health care provider in the greater Washington, D.C. area,
Inova Health Systems has consistently enjoyed a strong reputation as a solid
credit in the health care finance market. Late in 2004, Inova's board-approved
acquisition of Loudon Healthcare, which includes the primary hospital in
fast-growing Loudon County, Virginia. Inova's acquisition included a commitment
to expand and improve the hospital enabling it to better serve the region. Inova
decided to turn to the debt markets to finance the $200 million improvement
plan and access additional funds for new money projects, as well as to refund
existing higher priced debt. As the size of the planned transaction grew to over
$500 million, Inova decided to access competitive interest rates available in the
auction rate market. Such a move would necessitate using financial guarantee
insurance for the first time.

After a robust competitive process, Ambac was selected to provide the
triple-A-rated guarantee for a majority of the overall bond issue. Consisting of
five tranches, Inova's $576 million offering included the following: $124.2 million
of new Series 2005A bonds as uninsured variable rate demand bonds (VRDBs) and
$77.0 million of new Series 2005B bonds as insured auction rate securities, all for
new money projects; $93 million of Series 2005C uninsured VRDBs to refund
outstanding Series 1996 fixed rate bonds; refunding $200 million of outstanding
Series 2001 and converting those uninsured auction rate securities to insured
auction rate; and $164 million of Series 2005D insured auction rate securities for
current and advanced refunding of outstanding obligations, including the bank
loan underlying the Loudon Healthcare acquisition.
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» Financial Peace of Mind.
This report has been prepared by Ambac Assurance Corporation ("Ambac Assurance"). It is distributed solely to assist issuers and their underwriters and financial advisors in
gaining a better understanding of Ambac Assurance's experience as a financial guarantee insurance company. The report was written by personnel of Ambac Assurance based on
information available and believed to be accurate and complete as of May 12, 2005, the date on which the obligations described above were issued (the "Issuance Date"), which
London information was obtained from sources believed to be reliable. However, because of the possibility of human or mechanical error by our sources and the occurrence of
subsequent events, Ambac Assurance does not guarantee the accuracy or completeness of this report as of the Issuance Date or its continued accuracy as of any date subsequent
q thereto. This report is distributed for information purposes only and nothing contained herein should be viewed as investment advice or as constituting a recommendation to buy,
Milan hold or sell the obligations described herein. Ambac Assurance has insured the obligations described above and received fees for the issuance of a financial guarantee insurance
policy covering such obligations. In addition, Ambac Assurance (or its affiliates) may from time to time provide investment or financial products or other services for, or solicit
New York other business from, or invest in securities of, the issuer of the obligations described in this report. Citigroup was the banker on this transaction.
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