
Virtually all business and financial sectors affiliated with the airline
industry were negatively affected by the events of September 11, 2001. Aircraft
leasing, and the financing activity associated with it, was no exception.
However, in late 2004, the global aircraft leasing market started to benefit from
higher demand and more robust activity throughout the sector. 

In May 2005, Ambac and United Capital Markets (UCM) teamed up to
structure a unique aircraft financing that, with Ambac’s wrap, would provide
investors with a rare opportunity to buy triple-A rated pooled aircraft bonds,
while adding liquidity to the market at the same time.  The financing, UCAT
2005-1, was structured to repackage $145 million of notes from two senior
tranches originally issued by Lease Investment Flight Trust (LIFT) in 2001.  UCM
provided the underlying pooled aircraft bonds and restructured the cash distri-
bution into senior and junior tranches.  Ambac insured the repackaged $100 mil-
lion senior tranche, and UCM sold the bonds into the market.  The senior repack-
aged notes benefit from a unique feature of the deal: cash flow servicing the
junior portion of the repackaged note will be redirected and used to amortize
the senior repackaged notes on an accelerated basis — in essence, creating an
amortizing note with immediate principal repayment. The transaction repre-
sents the first triple-A-rated airline lease finance notes to come to market with-
out principle defeasance from other bonds or financial instruments.

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 18, 2005, the date on which the obligations described above were issued (the "Issuance Date"), which
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 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, 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 other 
business from, or invest in securities of, the issuer of the obligations described in this report.  United Capital Markets was the underwriter on this transaction.
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$100,000,000
Lift A1/A2 Note Secondary Repack
Pooled Aircraft Bonds

Successful Guaranteed Note Issue Signals Improving
Climate for Aircraft Lease Finance
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