
Clinical excellence and the ability to attract and retain quality medical 
professionals are basic requirements for top health care providers. Being located in an
economically robust region and operating under a well-respected name also helps 
certain institutions achieve a reputation for stability and success. The Northern
California-based Stanford Hospital and Clinics encompasses all of those characteristics.
Stanford Hospital is a subsidiary of the prestigious Stanford University and is the 
principal teaching affiliate of the Stanford University School of Medicine, making it one
of the nation’s premier teaching hospitals and regional referral centers. To maintain its
enviable position and modernize its facilities, Stanford Hospital recently embarked on a
five-year $1 billion capital improvement campaign.  Bond proceeds will be used toward
funding construction and expansion projects pursuant to this campaign.

When planning for its major new debt offering, Stanford Hospital and Clinics
sought to work with an experienced financial guarantor to achieve the most efficient
financing. Ambac, well known to the issuer and an active insurer of numerous health care
financings nationally, was asked to join the financing team. Ambac’s credit professionals
analyzed the transaction thoroughly. While Stanford Hospital and Clinics’ balance sheet 
continues to recover from the financial stress experienced during its brief merger with
another major Bay Area health care provider, Ambac was impressed by its strong 
earnings performance in recent years, the institution’s leading market position, and the
exceptional Stanford “brand image,” which allows Stanford Hospital and Clinics to
attract and retain top quality medical professionals.

The resulting $428.5 million bond issue was structured as auction-rate bonds,
which were synthetically converted to a fixed rate through interest rate swaps. The bond
issue, which closed in March 2006 and was well received by the market, was sold by Bear,
Stearns & Co. Inc. and Morgan Stanley.
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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 March 9, 2006, 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.  Bear, Stearns & Co., Inc. and Morgan Stanley were the underwriters on this transaction.
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