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5.60% NOTES DUE JULY 15, 2103

 
Interest payable on January 15, April 15, July 15 and October 15

        This is an offering of 5.60% Notes due July 15, 2103 (the "Notes") to be issued by Financial Security Assurance
Holdings Ltd. ("FSA Holdings"). The Notes will be general unsecured, unsubordinated obligations of FSA Holdings. The
Notes will mature on July 15, 2103. The Notes will bear interest from July 31, 2003, at the rate of 5.60% per annum, payable
quarterly on January 15, April 15, July 15 and October 15 of each year, commencing on October 15, 2003. We will have the
right to redeem the Notes or accelerate the maturity of the Notes in certain circumstances if we are unable to deduct interest
paid on the Notes. The Notes also will be redeemable at our option, in whole or part, at any time on or after July 31, 2008,
upon not less than 20 nor more than 60 days notice, at a redemption price equal to 100% of the principal amount redeemed
plus accrued and unpaid interest to the redemption date. The Notes will be issued in minimum denominations of $25 and in
multiples of $25.

        We will apply to list the Notes on the New York Stock Exchange and expect trading in the Notes on the New York
Stock Exchange to begin within 30 days after the original issue date.

 
PRICE 100% AND ACCRUED INTEREST, IF ANY

  

Price to
Public  

Discounts and
Underwriting
Commissions  

Proceeds to
FSA Holdings

Per Note  100.00%  3.15%  96.85%
Total  $100,000,000  $3,150,000  $96,850,000

        Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
these securities or determined if this prospectus supplement or the related prospectus is truthful or complete. Any
representation to the contrary is a criminal offense.

        The underwriters expect to deliver the Notes to purchasers on July 31, 2003.
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        Unless the context indicates otherwise, the words "FSA Holdings", "we", "our", "ours", and "us" refer to Financial
Security Assurance Holdings Ltd.

        You should rely only on the information contained in or incorporated by reference in this prospectus supplement and the
accompanying prospectus. We have not, and the underwriters have not, authorized any other person to provide you different
information or to make any additional representations. We are not, and the underwriters are not, making an offer of any
securities other than the Notes. This prospectus supplement is part of and must be read in conjunction with the accompanying
prospectus dated October 16, 2002. You should not assume that the information appearing in this prospectus supplement and
the accompanying prospectus, as well as the information incorporated by reference, is accurate as of any date other than the
date on the front cover of this prospectus supplement or the incorporated document.
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FINANCIAL SECURITY ASSURANCE HOLDINGS LTD. 

        We are Financial Security Assurance Holdings Ltd. We are an indirect subsidiary of Dexia S.A., a publicly held Belgian
corporation. In this prospectus we refer to our company as "FSA Holdings", "we" or "us". We own 100% of Financial
Security Assurance Inc., which we refer to as "FSA". FSA primarily provides financial guaranty insurance on asset-backed
securities and municipal bonds. FSA's financial strength is rated "Triple-A" by Moody's Investors Service, Inc., Standard &
Poor's Ratings Services, Fitch Ratings, and Rating and Investment Information. Obligations insured by FSA are generally
awarded "Triple-A" ratings by reason of such insurance. FSA was the first insurance company organized to insure
asset-backed obligations. FSA has been a major insurer of asset-backed obligations since its organization in 1985. In 1990,
FSA expanded the focus of its business to include writing financial guaranty insurance of municipal obligations and has since
become a major insurer of municipal bonds. In 2001, we began offering FSA-insured guaranteed investment contracts
("GICs") through our newly formed subsidiaries, FSA Capital Markets Services LLC and FSA Capital Management Services
LLC.

        FSA writes financial guaranty insurance that typically guarantees scheduled payments on an issuer's obligations. In the
case of a default on these payments, FSA is generally required to pay the principal, interest or other amounts due either in
accordance with the original payment schedule or, at FSA's option, on an accelerated basis. The underwriting policy of FSA
is to insure asset-backed and municipal obligations that would otherwise be investment grade without the benefit of FSA's
insurance. The asset-backed obligations insured by FSA are generally issued in structured transactions backed by pools of
assets such as residential mortgage loans, consumer or trade receivables, securities or other assets having an ascertainable
cash flow or market value. Asset-backed obligations insured by FSA also include payment obligations of counterparties and
issuers under synthetic obligations such as credit default swaps and credit-linked notes. The municipal obligations insured by
FSA consist primarily of general obligation bonds, supported by the issuer's taxing power, and special revenue bonds and
other special obligations of state and local governments, supported by the issuer's ability to impose and collect fees and
charges for public services or specific projects.

        Our GICs are typically acquired by bond trustees as investments of funds required to be maintained in a debt service
reserve fund or construction fund for a bond issue. GICs are also acquired by investors seeking defeasance securities or
otherwise tailored securities to satisfy special requirements not easily satisfied by securities available in the open market.
GICs provide for the return of principal and the payment of interest at a guaranteed rate. The proceeds that we obtain by the
issuance of GICs generally bear interest at or are converted into a LIBOR-based floating rate. We generally invest those
proceeds in LIBOR-based floating rate investments intended to result in profits from the positive difference between the
borrowing rate (the floating rate on the GICs) and the floating rate interest on the investments. We own these investments and
perform the related risk management function.

        Our business objective is to remain a leading insurer of asset-backed and municipal obligations employing our
transactional and financial skills to generate strong premium volume at attractive returns while minimizing the occurrence
and severity of credit losses in our insured portfolio. We expect to continue to emphasize a diversified insured portfolio
characterized by insurance of both asset-backed and municipal obligations, with a broad geographic distribution and a variety
of revenue sources and transaction structures.

        FSA Holdings or its subsidiaries maintain offices in New York City, San Francisco, Dallas, London, Paris, Madrid,
Tokyo, Singapore, Sydney and Bermuda. In addition to our domestic business, we selectively pursue international
opportunities primarily in Western European and Asia Pacific markets. We were the first financial guaranty insurance
company to insure obligations in international markets.

        FSA is licensed to engage in the financial guaranty insurance business in all 50 states, the District of Columbia, Guam,
Puerto Rico and the U.S. Virgin Islands, and has a branch office licensed in Singapore. We also have licensed insurance
company subsidiaries in the United Kingdom and Bermuda.
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        Our principal executive offices are located at 350 Park Avenue, New York, New York 10022. The telephone number at
that location is (212) 826-0100.

RECENT DEVELOPMENTS 

        FSA Holdings owns a minority interest in Fairbanks Capital Holding Corp., the parent company of Fairbanks Capital
Corp. (collectively with its parent, "Fairbanks"). Fairbanks is a servicer of single-family residential mortgage loans originated
by unaffiliated third parties. Most of the mortgage loans serviced by Fairbanks are considered "sub-prime", reflecting the
lower than "prime" credit quality of the borrower/homeowner. Fairbanks is owned 56.8% by The PMI Group Inc. and 29.8%
by FSA Holdings, with the remainder owned by certain founders of Fairbanks. At March 31, 2003, our interest in Fairbanks
had a book value of $63.4 million, of which $7.5 million represented goodwill. Our equity in the earnings from Fairbanks
was $13.8 million and $3.4 million for the year ended December 31, 2002 and the quarter ended March 31, 2003,
respectively.

        Fairbanks' business is subject to regulation, supervision and licensing by various federal, state and local authorities,
which have recently increased their focus on lending and servicing practices in the sub-prime lending industry. In
October 2002, the Federal Trade Commission (the "FTC") informed Fairbanks that it was investigating whether Fairbanks'
loan servicing or other practices violated the Fair Debt Collection Practices Act, the Fair Credit Reporting Act, Section 5 of
the Federal Trade Commission Act or other laws enforced by the FTC. We understand that, in March 2003, the U.S.
Department of Housing and Urban Development initiated a criminal investigation into Fairbanks' servicing practices. Certain
of Fairbanks' shareholders, including FSA Holdings, have received civil investigative demands from the FTC relating to their
investments in Fairbanks and their knowledge of Fairbanks' servicing operations.

        Fairbanks is also subject to private litigation, including a number of putative class action suits, alleging violations of
federal and/or state laws. The publicity surrounding sub-prime lending and servicing practices may result in the filing of
other putative class action suits against Fairbanks.

        Fairbanks is highly leveraged and dependent upon credit facilities to make servicing and delinquency advances in the
regular course of its business, to finance the acquisition of mortgage servicing rights and for other business purposes. In
May 2003, Moody's Investors Service, Inc. and Standard & Poor's Ratings Services downgraded their loan servicer rankings
for Fairbanks from strong to below average. These actions constituted potential events of default under Fairbanks' credit
facilities, which led to a restructuring of and amendments to the credit facilities in June 2003.

        Due to these adverse developments, future income from Fairbanks' operations is expected to be reduced and our
investment in Fairbanks could be impaired.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE 

        The SEC allows us to "incorporate by reference" information we file with them, which means that we can disclose
important information to you by referring you to those documents, including our annual, quarterly and current reports, that
are considered part of this prospectus supplement and accompanying prospectus. Information that we file later with the SEC
will automatically update and supersede this information.

        We incorporate by reference the documents set forth below that we previously filed with the SEC. These documents
contain important information about FSA Holdings and its finances.

SEC Filings (File No. 1-12644)  Period

Annual Report on Form 10-K  Year ended December 31, 2002
Quarterly Report on Form 10-Q  Quarter ended March 31, 2003
Current Report on Form 8-K  Filed on April 8, 2003
  Filed on May 7, 2003
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        You may, at no cost, request a copy of the documents incorporated by reference in this prospectus supplement and
accompanying prospectus, except exhibits to such documents, by writing or telephoning us, at the following address and
telephone number:

Director, Investor Relations
Financial Security Assurance Holdings Ltd.
350 Park Avenue
New York, New York 10022
Telephone: (212) 826-0100

RATIO OF EARNINGS TO FIXED CHARGES AND
RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND PREFERRED

STOCK DIVIDENDS 

        The following table sets forth the ratio of earnings to fixed charges and earnings to combined fixed charges and
preferred stock dividends for FSA Holdings for the periods indicated. Earnings represent consolidated earnings before
income taxes and fixed charges. Fixed charges consist of interest and one third of rental expense which is representative of
the interest factor for this rental expense. We had no capitalized interest for the periods presented.

  1998  1999  2000  2001  2002  

Three Months Ended
March 31, 2003

Ratio of earnings to fixed charges  14.3  10.2  4.7 14.4  4.0 4.4
Ratio of earnings to combined fixed charges and preferred
stock dividends  14.3  10.2  4.7 14.4  4.0 4.4

USE OF PROCEEDS 

        We estimate that we will receive $96,850,000 from the sale of the Notes, net of underwriting discounts but before
payment of expenses. The net proceeds will be used, along with available cash, to fund the redemption at a future date of
$100 million principal amount of our 6.950% Senior Quarterly Income Debt Securities due 2098 (the "6.950% QUIDS"). The
6.950% QUIDS may be redeemed, without premium or penalty, on any date on or after November 1, 2003. Prior to funding
such redemption, we expect to invest the net proceeds from the sale of the Notes in high quality short-term investments.

DESCRIPTION OF THE NOTES 

General

        The following description of the particular terms of the Notes offered hereby supplements and, to the extent that the
terms are inconsistent, replaces the description of the general terms and provisions of the Debt Securities set forth in the
accompanying prospectus.

        The Notes offered hereby will be issued in an initial aggregate principal amount of $100,000,000 pursuant to the
Amended and Restated Trust Indenture dated as of February 24, 1999, between us and Wachovia Bank, National
Association, as successor by merger to First Union National Bank (the "Trustee"), which is more fully described in the
accompanying prospectus.

        The Indenture and the Notes are governed by, and construed in accordance with, the laws of the State of New York,
United States.

        The Notes will be unsecured obligations of FSA Holdings and will rank equally with all other unsecured and
unsubordinated indebtedness of FSA Holdings. The Notes will mature on July 15, 2103. We expect that the Notes will be
listed on the New York Stock Exchange. The Notes will bear interest, calculated on the basis of a 360-day year consisting of
twelve 30-day months, from July 31, 2003 at a rate of 5.60% per annum, payable on January 15, April 15, July 15 and
October 15 each year, the first

S-5



payment to be made on October 15, 2003, to the person in whose name the Notes are registered at the close of business 15
calendar days before such January 15, April 15, July 15 or October 15.

        If any January 15, April 15, July 15 or October 15 falls on a day that is not a Business Day, then payment of interest will
be made on the next succeeding Business Day with the same force and effect as if made on such date.

        The Notes will be subject to defeasance and covenant defeasance as provided in "Description of the Debt
Securities—Defeasance and Covenant Defeasance" in the accompanying prospectus.

        We may from time to time, without notice to or the consent of the registered holders of the Notes, create and issue
further Notes ranking pari passu with the Notes in all respects, or in all respects except for the payment of interest accruing
prior to the issue date of such further Notes or except for the first payment of interest following the issue date of such further
Notes. Such further Notes may be consolidated and form a single series with the Notes and have the same terms as to status,
redemption or otherwise as the Notes.

Optional Redemption

        We may not redeem the Notes before July 31, 2008, except for tax reasons as described below under "Redemption for
Tax Reasons." On and after July 31, 2008, we may redeem the Notes, at our option and at any time, in whole or part, at a
redemption price equal to 100% of their principal amount plus accrued and unpaid interest up to but not including the date of
redemption.

Redemption for Tax Reasons

        We may elect to redeem the Notes, in whole but not in part, at any time at a redemption price of 100% of their principal
amount, plus accrued and unpaid interest up to but not including the redemption date, if on or after July 31, 2003, a change in
the U.S. tax laws results in a substantial possibility that the Internal Revenue Service ("IRS") would take the position that we
will not be able to deduct the full amount of interest accrued on the Notes for U.S. federal income tax purposes.

        A change in the U.S. tax laws is described broadly in the Notes and includes:

• any actual or proposed change in or amendment to the laws of the U.S. or regulations or rulings promulgated under
those laws; 

• any change in the way those laws, rulings or regulations are interpreted, applied or enforced; 

• any action taken by a taxing authority; 

• any court decision, whether or not in a proceeding involving us; or 

• any technical advice memorandum, letter ruling or administrative pronouncement issued by the U.S. Internal
Revenue Service.

Selection and Notice

        We will mail notices of redemption by first-class mail not less than 20 nor more than 60 days prior to the date fixed for
redemption to each registered holder of the Notes to be redeemed at its registered address. If we redeem less than all of the
Notes at any time, the trustee will select the Notes to be redeemed on a pro rata basis, by lot or by such other method directed
by us.

Option to Accelerate Maturity Date

        If interest on the Notes is not, or an opinion of counsel states that within 90 days interest will not be, deductible in whole
or in part by us for U.S. federal income tax purposes, we will have the right to accelerate the stated maturity of the Notes to
the minimum extent required so that interest on the Notes will be deductible for U.S. federal income tax purposes. In no event
may the resulting maturity of the Notes be less than 15 years from the date of the original issuance, however.
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        We may only accelerate the stated maturity if we have received an opinion of nationally recognized independent counsel
experienced in such matters to the effect that:

• after the acceleration, interest paid on the Notes will be deductible for U.S. federal income tax purposes; and 

• the holders of Notes will not recognize income, gain or loss for U.S. federal income tax purposes as a result of the
acceleration.

Trading Characteristics

        We expect the Notes to trade at a price that takes into account the value, if any, of accrued but unpaid interest.
Purchasers will not pay, and sellers will not receive, accrued and unpaid interest on the Notes that is not included in their
trading price. However, for federal income tax purposes, the portion of the trading price of a Note that is equal to accrued
interest will be treated as ordinary interest income to the seller for federal income tax purposes and will not be treated as part
of the amount realized for purposes of determining gain or loss on the disposition of the Notes. See "U.S. Tax
Considerations" below.

Book-Entry Procedures

        Except as set forth below, Notes will be available for purchase in book-entry form only in denominations of $25 and
integral multiples thereof. Market makers expect to trade Notes in round lots of 100 units (representing $2,500 aggregate
principal amount). Upon issuance, Notes will be represented by one fully registered global security (the "Registered Global
Security"). The Registered Global Security will be deposited with, or on behalf of, The Depository Trust Company as the
Depositary, and registered in the name of the Depositary or its nominee. The Registered Global Security may be transferred,
in whole but not in part, by the Depositary to a nominee of such Depositary or by a nominee of such Depositary to such
Depositary or another nominee of such Depositary or by such Depositary or any such nominee to a successor Depositary
selected or approved by FSA Holdings or to a nominee of such successor Depositary.

        The Depositary is a limited-purpose trust company organized under the Banking Law of the State of New York, a
member of the Federal Reserve System, a "clearing corporation" within the meaning of the New York Uniform Commercial
Code, and a "clearing agency" registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934.
The Depositary holds securities that its participants deposit with it. The Depositary also facilitates the clearance and
settlement of transactions among its participants in such securities through electronic book-entry changes in accounts of the
participants, thereby eliminating the need for physical movement of securities certificates. The Depositary's participants
include securities brokers and dealers (including the underwriters), banks, trust companies, clearing corporations, and certain
other organizations, some of whom (and/or their representatives) own the Depositary. Access to the Depositary's book-entry
system is also available to others, such as banks, brokers, dealers and trust companies that clear through or maintain a
custodial relationship with a participant, either directly or indirectly.

        Ownership of beneficial interests in the Notes will be limited to persons that have accounts with the Depositary ("Agent
Members") or persons that may hold interests through Agent Members. Upon the issuance of the Registered Global Security,
the Depositary will credit, on its book-entry registration and transfer system, the Agent Members' accounts with the
respective principal amounts of the Notes beneficially owned by such Agent Members. Ownership and transfer of beneficial
interests in such Registered Global Security will be shown on and effected through (i) records maintained by the Depositary,
with respect to interests of Agent Members, and (ii) records of Agent Members, with respect to interests of persons holding
through Agent Members. The laws of some states may require that certain purchasers of securities take physical delivery of
such securities in definitive form. Such limits and such laws may impair the ability to own, transfer or pledge beneficial
interests in the Registered Global Security.
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        The Depositary, or its nominee, will be considered the sole owner or Holder of the Notes represented by such Registered
Global Security for all purposes under the Senior Indenture for so long as the Depositary, or its nominee, is the registered
owner of the Registered Global Security. Except as provided below, owners of beneficial interests in the Global Security will
not be entitled to have the Notes registered in their names, will not receive or be entitled to receive physical delivery of the
Notes in definitive form and will not be considered the owners or Holders thereof under the Senior Indenture. Accordingly,
each Person owning a beneficial interest in the Registered Global Security must rely on the procedures of the Depositary and,
if such person is not an Agent Member, on the procedures of the Agent Member through which such Person owns its interest,
to exercise any rights of a Holder under the Senior Indenture. FSA Holdings understands that, under existing industry
practices, if FSA Holdings requests any action of Holders or if an owner of a beneficial interest in the Registered Global
Security desires to give or take any action which a Holder is entitled to give or take under the Senior Indenture, the
Depositary would authorize the Agent Members holding the relevant beneficial interests to give or take such action, and such
Agent Members would authorize beneficial owners owning through such Agent Members to give or take such action or
would otherwise act upon the instructions of beneficial owners holding through them.

        FSA Holdings will pay principal of and interest on the Notes by wire transfer of immediately available funds on the date
such payment is due either to the Depositary or its nominee, as the Holder of the Registered Global Security. FSA Holdings
expects that, upon receipt of such payment, the Depositary will credit the accounts of the Agent Members with payment in
amounts proportionate to their respective beneficial interests in such Registered Global Security as shown on the records of
the Depositary. FSA Holdings also expects that payments by Agent Members to owners of beneficial interests in the
Registered Global Security will be the responsibility of such Agent Members and will be governed by standing customer
instructions and customary practices, as is now the case with securities held for the accounts of customers in bearer form or
registered in "street name." None of FSA Holdings, the trustee or any of their agents are responsible or liable for any aspect
of the records relating to or payments made on account of beneficial ownership interests or for supervising or reviewing any
records relating to such beneficial ownership interests.

        The Registered Global Security will be transferable or exchangeable for Notes in definitive form of an equal aggregate
principal amount without coupons and in denominations of $25 and integral multiples thereof if:

        (a)   the Depositary notifies FSA Holdings that it is at any time unwilling or unable to continue as Depositary or the
Depositary ceases to be a clearing agent registered under the Exchange Act and a successor Depositary is not appointed
by FSA Holdings within 90 days after FSA Holdings receives such notice, or becomes aware of such condition, as the
case may be, or

        (b)   FSA Holdings executes and delivers to the trustee an officers' certificate to the effect that the Registered
Global Security shall be transferable and exchangeable.

        Such definitive Notes shall be registered in such name or names as the Depositary shall instruct the trustee. It is
expected that such instructions may be based upon directions received by the Depositary from Agent Members with respect
to ownership of beneficial interests in the Registered Global Security.

U.S. TAX CONSIDERATIONS 

        The following summary describes the material U.S. federal income and certain U.S. federal estate tax consequences of
ownership and disposition of the Notes to an initial investor purchasing a Note at its "issue price", that is, the first price
offered to the public at which a substantial amount of the Notes in an issue is sold (excluding sales to bond houses, brokers or
similar persons or organizations acting in the capacity of underwriters, placement agents or wholesalers). This summary is
based on the Internal
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Revenue Code of 1986, as amended to the date hereof (the "Code"), administrative pronouncements, judicial decisions and
existing and proposed Treasury regulations, and interpretations of the foregoing, changes to any of which subsequent to the
date of this prospectus supplement may affect the tax consequences described herein, possibly with retroactive effect. This
summary discusses only Notes held as capital assets within the meaning of Section 1221 of the Code. It does not discuss all
of the tax consequences that may be relevant to holders in light of their particular circumstances or to holders subject to
special rules, such as certain financial institutions, insurance companies, dealers in securities, partnerships or other entities
classified as partnerships for U.S. federal income tax purposes, persons holding Notes in connection with a hedging
transaction, "straddle," conversion transaction or other integrated transaction, or persons who have ceased to be U.S. citizens
or to be taxed as resident aliens. This summary does not cover state, local or foreign law.

        Prospective investors should consult their tax advisers with regard to the application of U.S. federal tax laws to their
particular situations, as well as any tax consequences arising under the laws of any state, local or foreign taxing jurisdiction.

U.S. Holders

        "U.S. Holder" means a beneficial owner of a Note that is, for U.S. federal income tax purposes, (i) a citizen or resident
of the U.S., (ii) a corporation or other entity treated as a corporation for U.S. federal income tax purposes, created or
organized in or under the laws of the U.S. or any political subdivision thereof, or (iii) an estate or trust the income of which is
subject to U.S. federal income taxation regardless of its source.

Payments of Interest

        Stated interest on a Note will be taxable to a U.S. Holder as ordinary interest income at the time it accrues or is received
in accordance with the U.S. Holder's method of accounting for tax purposes.

Sale, Exchange or Retirement

        Upon the sale, exchange or retirement of a Note, a U.S. Holder will recognize taxable gain or loss equal to the difference
between the amount realized on the sale, exchange or retirement and the U.S. Holder's adjusted tax basis in the Note. For
these purposes, the amount realized does not include unpaid interest that has accrued to the date of sale but has not previously
been included in income. Such amounts are treated as interest as described under "Payments of Interest" above.

        A U.S. Holder's adjusted tax basis in a Note will generally equal the cost of the Note to the U.S. Holder. Gain or loss
realized on the sale, exchange or retirement of a Note will be capital gain or loss. Prospective investors should consult their
tax advisors regarding the treatment of capital gains (which may be taxed at lower rates than ordinary income for taxpayers
who are individuals, trusts or estates and have held their Notes for more than one year) and losses (the deductibility of which
is subject to limitations).

Non-U.S. Holders

        "Non-U.S. Holder" means a beneficial owner of a Note that is, for U.S. federal income tax purposes, (i) a nonresident
alien individual, (ii) a corporation, or entity taxable as a corporation for U.S. federal income tax purposes, created under
non-U.S. law or (iii) an estate or trust that is not taxable in the U.S. on its worldwide income.
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        Under present U.S. federal tax law, and subject to the discussion below concerning backup withholding:

        (a)   Payments of principal, interest and premium on the Notes to any Non-U.S. Holder will generally be exempt
from the 30% U.S. federal withholding tax, provided that in the case of interest, the Non-U.S. Holder does not own,
actually or constructively, 10% or more of the total combined voting power of all classes of our stock entitled to vote, is
not a controlled foreign corporation related, directly or indirectly, to us through stock ownership, and is not a bank
receiving certain types of interest. Interest will not, however, be exempt from withholding tax unless the beneficial
owner of the Note certifies generally on IRS Form W-8BEN under penalties of perjury that it is not a U.S. person or
unless the Notes are held through a "qualified intermediary" and certain conditions are satisfied. Prospective investors,
including foreign partnerships and their partners should consult their tax advisors regarding possible additional reporting
requirements. Non-U.S. Holders may also be entitled to an exemption from withholding tax on interest under a tax treaty
between the U.S. and the Non-U.S. Holder's country of residence.

        (b)   A Non-U.S. Holder of a Note will not be subject to U.S. federal income tax on gain realized on the sale,
exchange or other disposition of the Note, unless (i) the Non-U.S. Holder is an individual who is present in the U.S. for
183 days or more in the taxable year of the disposition, and certain other conditions are satisfied, (ii) the gain is
effectively connected with the Holder's conduct of a trade or business in the U.S., or (iii) the gain represents accrued
interest in which case the rules for interest would apply.

        (c)   A Note held by an individual who is not, for U.S. estate tax purposes, a resident or citizen of the U.S. at the
time of his death generally will not be subject to U.S. federal estate tax as a result of the individual's death, provided that
the individual does not own, actually or constructively, 10% or more of the total combined voting power of all classes of
our stock entitled to vote and, at the time of the individual's death, payments with respect to the Note would not have
been effectively connected to the conduct by the individual of a trade or business in the U.S.

        If a Non-U.S. Holder of a Note is engaged in a trade or business in the U.S., and if interest on the Note (or gain realized
on its sale, exchange or other disposition) is effectively connected with the conduct of the trade or business, the Non-U.S.
Holder, although exempt from the withholding tax discussed in the preceding paragraphs, will be subject to regular U.S.
income tax on the effectively connected income, generally in the same manner as if it were a U.S. Holder. See "U.S. Holders"
above. In lieu of Form W-8BEN, the non-U.S. Holder will be required to provide to the withholding agent a properly
executed IRS Form W-8ECI to claim an exemption from withholding tax. In addition, if the Non-U.S. Holder is a foreign
corporation, it may be subject to a 30% branch profits tax (unless reduced or eliminated by an applicable treaty) on its
earnings and profits for the taxable year attributable to the effectively connected income, subject to certain adjustments.

Backup Withholding and Information Reporting

U.S. Holders

        Assuming a U.S. Holder holds its Notes through a broker or other securities intermediary, the intermediary must provide
information to the IRS and to the U.S. Holder on IRS Form 1099 concerning interest and retirement proceeds on the U.S.
Holder's Notes, unless an exemption applies.

        Similarly, unless an exemption applies, a U.S. Holder must provide the intermediary with its Taxpayer Identification
Number for its use in reporting information to the IRS. If the U.S. Holder is an individual, this is the U.S. Holder's social
security number. The U.S. Holder is also required to comply with other IRS requirements concerning information reporting.
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        If a U.S. Holder is subject to these requirements but does not comply, the intermediary must withhold up to 31% of all
amounts payable to the U.S. Holder on the Notes (including principal payments). This is called "backup withholding". If the
intermediary withholds payments, the U.S. Holder may use the withheld amount as a credit against its federal income tax
liability.

        All individuals are subject to these requirements. Some U.S. Holders, including all corporations, tax-exempt
organizations and individual retirement accounts, are exempt from these requirements.

Non-U.S. Holders

        Principal and interest payments a Non-U.S. Holder receives will be automatically exempt from the usual rules if the
Non-U.S. Holder is exempt from withholding tax on interest, as described above. The exemption does not apply if the
withholding agent or an intermediary knows or has reason to know that the Non-U.S. Holder should be subject to the usual
information reporting or backup withholding rules.

        Sale proceeds a Non-U.S. Holder receives on a sale of its Notes through a broker may be subject to information
reporting and/or backup withholding if the Non-U.S. Holder is not eligible for an exemption. In particular, information
reporting and backup withholding may apply if the Non-U.S. Holder uses the U.S. office of a broker, and information
reporting (but not backup withholding) may apply if the Non-U.S. Holder uses the foreign office of a broker that has certain
connections to the U.S. In general, the Non-U.S. Holder may file Form W-8BEN to claim an exemption from information
reporting and backup withholding. We suggest that prospective investors consult their tax advisor concerning information
reporting and backup withholding on a sale.

UNDERWRITERS 

        Subject to the terms and conditions set forth in an underwriting agreement dated July 17, 2003 (the "Underwriting
Agreement"), we have agreed to sell to each of the underwriters named below, and each of the underwriters, for whom
Citigroup Global Markets Inc. and Morgan Stanley & Co. Incorporated are acting as joint book-running managers (the
"Representatives"), have severally agreed to purchase the principal amount of the Notes set forth opposite its name below. In
the Underwriting Agreement, the several underwriters have agreed, subject to the terms and conditions set forth therein, to
purchase all the Notes offered hereby if any of the Notes are purchased.

Name  

Principal
Amount of

Notes

Citigroup Global Markets Inc.  $ 19,937,500
Morgan Stanley & Co. Incorporated   19,937,500
Merrill Lynch, Pierce, Fenner & Smith Incorporated   19,937,500
Wachovia Securities, LLC   19,937,500
Bear, Stearns & Co. Inc.   2,000,000
Deutsche Bank Securities Inc.   2,000,000
Ramirez & Co., Inc.   2,000,000
A.G. Edwards & Sons, Inc.   750,000
Banc of America Securities LLC   750,000
BB&T Capital Markets, Inc.   750,000
Dain Rauscher Incorporated   750,000
Fahnestock & Co. Inc.   750,000
H&R Block Financial Advisors, Inc.   750,000
HSBC Securities (USA) Inc.   750,000
Legg Mason Wood Walker, Incorporated   750,000
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Quick and Reilly, Inc.   750,000
Charles Schwab & Co., Inc.   750,000
TD Waterhouse Investor Services, Inc.   750,000
U.S. Bancorp Piper Jaffray Inc.   750,000
Wells Fargo Securities, LLC   750,000
Advest Inc.   250,000
Robert W. Baird & Co. Incorporated   250,000
Banc One Capital Markets, Inc.   250,000
William Blair & Co.   250,000
D.A. Davidson & Co.   250,000
J.J.B. Hilliard, W.L. Lyons, Inc.   250,000
Janney Montgomery Scott LLC   250,000
C.L. King & Associates, Inc.   250,000
McDonald Investments Inc., a KeyCorp Company   250,000
McGinn, Smith & Co., Inc.   250,000
Mesirow Financial, Inc.   250,000
Morgan Keegan & Company, Inc.   250,000
Pershing LLC   250,000
Raymond James & Associates, Inc.   250,000
Ryan, Beck & Co. LLC   250,000
Southwest Securities, Inc.   250,000
Stifel, Nicolaus & Company Incorporated   250,000
SunTrust Capital Markets, Inc.   250,000
  
 Total  $ 100,000,000
  

        The Representatives of the underwriters have advised us that the underwriters propose initially to offer the Notes to the
public at the offering price set forth on the cover page of this prospectus supplement and to certain securities dealers at such
price less a concession of $0.50 per Note. The underwriters may allow, and such dealers may reallow, a concession not in
excess of $0.45 per Note to certain brokers and dealers. After the initial public offering, the public offering price and
concession may be changed.

        We have agreed to indemnify the underwriters against certain liabilities, including liabilities under the Securities Act of
1933, as amended.

        Prior to the offering, there has been no public market for the Notes. We intend to list the Notes on the New York Stock
Exchange, and we expect trading in the Notes on the New York Stock Exchange to begin within 30 days after the original
issue date. In order to meet one of the requirements for listing the Notes, the underwriters will undertake to sell lots of 100 or
more Notes to a minimum of 400 beneficial holders.

        The Notes are a new issue of securities with no established trading market. The underwriters have advised us that the
underwriters intend to make a market in the Notes but are not obligated to do so and may discontinue market making at any
time without notice. Neither we nor the underwriters can assure you that the trading market for the Notes will be liquid.

        In connection with the sale of the Notes, certain of the underwriters may engage in transactions that stabilize, maintain
or otherwise affect the price of the Notes. Specifically, the underwriters may overallot the offering, creating a short position.
In addition, the underwriters may bid for and purchase the Notes in the open market to cover short positions or to stabilize the
price of the Notes. Any of
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these activities may stabilize or maintain the market price of the Notes above independent market levels. The underwriters
will not be required to engage in these activities, and may end any of these activities at any time.

        We will deliver the Notes to the underwriters at the closing of this offering when the underwriters pay us the purchase
price of the Notes. The underwriting agreement provides that the closing will occur on July 31, 2003, which is ten business
days after the date of this prospectus supplement. Rule 15c6-1 under the Securities Exchange Act of 1934 generally requires
that securities trades in the secondary market settle in three business days, unless the parties to a trade expressly agree
otherwise.

        In the ordinary course of their respective businesses, the underwriters and their affiliates have engaged, and may engage,
in commercial banking and investment banking transactions with FSA Holdings and certain of our affiliates for which they
have received customary fees and expenses.

        We expect to have an estimated $200,000 of expenses in connection with this offering.

LEGAL OPINIONS 

        The validity of the Notes offered hereby will be passed upon for FSA Holdings by Bruce E. Stern, Esq., General
Counsel of FSA Holdings, and for the underwriters by Cravath, Swaine & Moore LLP, 825 Eighth Avenue, New York, New
York 10019.

EXPERTS 

        The consolidated financial statements and the related financial statement schedule of FSA Holdings appearing or
incorporated by reference in our Annual Report on Form 10-K for the year ended December 31, 2002, have been audited by
PricewaterhouseCoopers LLP, independent accountants, as set forth in their report thereon dated February 6, 2003
incorporated by reference or included therein and incorporated herein by reference. Such consolidated financial statements
and financial statement schedule are incorporated herein by reference in reliance upon such report given on the authority of
such firm as experts in accounting and auditing.
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PROSPECTUS

FINANCIAL SECURITY ASSURANCE HOLDINGS LTD.

$650,000,000
DEBT SECURITIES, COMMON STOCK,

STOCK PURCHASE CONTRACTS,
STOCK PURCHASE UNITS AND PREFERRED STOCK

        We may offer these securities in one or more offerings having an aggregate initial public offering price of up to
$650,000,000. When we decide to sell a particular series of securities, we will prepare a prospectus supplement describing
those securities and our plan of distribution. You should read this prospectus and any prospectus supplement carefully.

        Our common stock is not listed on a national securities exchange.

        Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or determined whether this prospectus is truthful or complete. Any representation to
the contrary is a criminal offense.

The date of this prospectus is October 16, 2002



FSA HOLDINGS 

        We are Financial Security Assurance Holdings Ltd. We are an indirect, wholly owned subsidiary of Dexia S.A., a
publicly held Belgian corporation. In this prospectus we refer to our company as "FSA Holdings", "we" or "us". We own
100% of Financial Security Assurance Inc., which we refer to as "FSA". FSA primarily provides financial guaranty insurance
on asset-backed securities and municipal bonds. FSA's financial strength is rated "Triple-A" by Moody's Investors
Service, Inc., Standard & Poor's Ratings Services, Fitch Ratings, and Rating and Investment Information, Inc. Obligations
insured by FSA are generally awarded "Triple-A" ratings by reason of such insurance. FSA was the first insurance company
organized to insure asset-backed obligations. FSA has been a major insurer of asset-backed obligations since its organization
in 1985. In 1990, FSA expanded the focus of its business to include writing financial guaranty insurance of municipal
obligations and has since become a major insurer of municipal bonds. In the fourth quarter of 2001, we began offering
FSA-insured guaranteed investment contracts ("GICs") through our newly formed subsidiaries, FSA Capital Markets
Services LLC and FSA Capital Management Services LLC.

        FSA writes financial guaranty insurance that typically guarantees scheduled payments on an issuer's obligations. In the
case of a default on these payments, FSA is generally required to pay the principal, interest or other amounts due either in
accordance with the original payment schedule or, at FSA's option, on an accelerated basis. The underwriting policy of FSA
is to insure asset-backed and municipal obligations that would otherwise be investment grade without the benefit of FSA's
insurance. The asset-backed obligations insured by FSA are generally issued in structured transactions backed by pools of
assets such as residential mortgage loans, consumer or trade receivables, securities or other assets having an ascertainable
cash flow or market value. Asset-backed obligations insured by FSA also include payment obligations of counterparties and
issuers under synthetic obligations such as credit default swaps and credit-linked notes. The municipal obligations insured by
FSA consist primarily of general obligation bonds, supported by the issuer's taxing power, and special revenue bonds and
other special obligations of state and local governments, supported by the issuer's ability to impose and collect fees and
charges for public services or specific projects.

        Our GIC business provides GICs primarily to municipalities. GICs are primarily used by holders to invest bond
proceeds required to be maintained in a debt service reserve fund or construction fund for a bond issue. GICs are also used by
holders seeking defeasance securities or otherwise tailored securities to satisfy special requirements not easily satisfied by
securities available in the open market. GICs provide for the return of principal and the payment of interest at a guaranteed
rate. The proceeds that we obtain by the issuance of GICs generally bear interest at or are converted into a LIBOR-based
floating rate. We generally invest those proceeds in LIBOR-based floating rate investments intended to result in profits from
the positive difference between the borrowing rate (the floating rate on the GICs) and the floating rate interest on the
investments. We own these investments and perform the related risk management function.

        Our business objective is to remain a leading insurer of asset-backed and municipal obligations employing our
transactional and financial skills to generate strong premium volume at attractive returns while minimizing the occurrence
and severity of credit losses in our insured
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portfolio. We expect to continue to emphasize a diversified insured portfolio characterized by insurance of both asset-backed
and municipal obligations, with a broad geographic distribution and a variety of revenue sources and transaction structures.

        FSA Holdings or its subsidiaries maintain offices in New York City, San Francisco, Dallas, London, Paris, Madrid,
Sydney, Tokyo, Singapore and Bermuda. In addition to our domestic business, we selectively pursue international
opportunities primarily in Western European and Asia Pacific markets. We were the first financial guaranty insurance
company to insure obligations in international markets.

        FSA is licensed to engage in the financial guaranty insurance business in all 50 states, the District of Columbia, Guam,
Puerto Rico and the U.S. Virgin Islands. We have licensed insurance company subsidiaries in the United Kingdom and
Bermuda.

        Our principal executive offices are located at 350 Park Avenue, New York, New York 10022. The telephone number at
that location is (212) 826-0100.

USE OF PROCEEDS 

        Unless otherwise stated in the prospectus supplement, we will use the net proceeds from the sale of the securities for
general corporate purposes.

RATIO OF EARNINGS TO FIXED CHARGES AND
RATIO OF EARNINGS TO COMBINED FIXED CHARGES

AND PREFERRED STOCK DIVIDENDS 

        The following table sets forth the ratio of earnings to fixed charges and earnings to combined fixed charges and
preferred stock dividends for FSA Holdings for the periods indicated. Earnings represent consolidated earnings before
income taxes and fixed charges. Fixed charges consist of interest and one third of rental expense which is representative of
the interest factor for this rental expense. We had no capitalized interest for the periods presented.

  

Six Months Ended
June 30, 2002  1997  1998  1999  2000  2001

Ratio of earnings to fixed charges  5.8  21.2  14.3  10.2  4.7 14.4
Ratio of earnings to combined fixed charges and preferred stock
dividends  5.8  21.2  14.3  10.2  4.7 14.4
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DESCRIPTION OF DEBT SECURITIES 

        The following description provides general terms that may apply to our debt securities and summarizes material
provisions of the indentures. The prospectus supplement relating to any debt securities offered will describe the particular
terms of those debt securities and may vary the terms of the indenture for that series.

        The summary below does not restate the indentures in their entirety. We urge you to read the indentures because they,
and not this description, define your rights as holders of the debt securities. We have made copies of the indentures available
as described under the heading "Where You Can Find More Information" below.

Ranking; Issuance in Series; Tax Considerations

        The debt securities will be our direct and unsecured obligations and will be either senior debt securities or subordinated
debt securities. The senior debt securities will be issued under an existing senior indenture, as supplemented from time to
time, between FSA Holdings and Wachovia Bank, N.A., as successor by merger to First Union National Bank, as trustee. The
subordinated debt securities will be issued under a subordinated indenture, as supplemented from time to time, between FSA
Holdings and a trustee to be named in the prospectus supplement. The senior indenture and the subordinated indenture are
collectively referred to as the indentures.

        The senior debt securities will rank equally and ratably with all of our other unsecured and unsubordinated obligations.
The subordinated debt securities will be subordinate and junior in right of payment to the extent and in the manner set forth in
the subordinated indenture to all of our senior debt. As of December 31, 2001, and June 30, 2002, we had $330 million of
outstanding senior debt.

        We are a non-operating holding company and most of our assets are owned by our subsidiaries. As a result, we rely
primarily on dividends or other payments from our subsidiaries to pay principal and interest on our outstanding debt
obligations. Accordingly, the debt securities will be effectively subordinated to all existing and future liabilities, including
debt obligations, of our subsidiaries. The principal liabilities of our subsidiaries relate to outstanding financial guarantee
insurance policies and GICs. In addition, as of December 31, 2001, and June 30, 2002, subsidiary debt consisted of
$144 million of surplus notes owed to FSA Holdings. Furthermore, the payment of dividends or other amounts by FSA, our
insurance company subsidiary, is limited under the applicable insurance laws and regulations of the State of New York.

        Neither indenture limits the total amount of debt securities that we may issue under it, and we may issue debt securities
under each indenture up to the aggregate principal amount authorized by our board of directors from time to time. Except as
may be described in a prospectus supplement, neither the indentures nor the debt securities limit the amount of other secured
or unsecured debt that we may incur or issue.

        We may issue debt securities in one or more separate series of senior debt securities and/or subordinated debt securities.
The prospectus supplement relating to an offering of a

4



particular series of debt securities will specify the particular amounts, prices and terms of those debt securities. These terms
may include:

• the title of the debt securities; 

• any limit upon the total principal amount of the debt securities; 

• the date or dates on which the principal of the debt securities is payable; 

• the rate or rates at which the debt securities bear interest, if any, or the method by which that rate is determined, the
date or dates from which interest accrues, the interest payment dates on which any interest is payable, our right, if
any, to defer or extend an interest payment date, and the record dates for the determination of holders to whom
interest is payable; 

• the place or places where the principal of, and interest and premium, if any, on the debt securities is payable; 

• the price or prices at which, the period or periods within which and the terms and conditions upon which the debt
securities may be redeemed, in whole or in part, at our option, pursuant to any sinking fund or otherwise; 

• our obligation, if any, to redeem, purchase or repay the debt securities pursuant to any sinking fund or analogous
provisions or at the option of a holder and the price or prices at which and the period or periods within which, the
currency, currencies, currency unit or currency units in which, and the terms and conditions upon which the debt
securities will be redeemed, purchased or repaid, in whole or in part, pursuant to that obligation; 

• if other than denominations of $1,000 and any integral multiple of $1,000, the denominations in which any debt
securities are issuable; 

• if other than in U.S. Dollars, the currency, currencies, currency unit or currency units in which the principal of, and
interest and premium, if any, on, the debt securities is payable, or in which the debt securities are denominated; 

• whether the debt securities are issued in whole or in part in the form of one or more global securities and the
depository with respect to those global securities and the circumstances under which those global securities may be
registered for transfer or exchange, or authenticated and delivered, in the name of a person other than the
depository or its nominee; 

• the additions, modifications or deletions, if any, in the events of default or our covenants specified in the indenture;
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• if other than the principal amount of a debt security, the portion of the principal amount of the debt securities that is
payable upon declaration of acceleration of the maturity of that debt security or provable in bankruptcy; 

• if the amount of payments of principal of, or interest or premium, if any, on, the debt securities may be determined
by reference to an index, formula or other method, the manner in which those amounts will be determined and any
commodities, currencies, currency units or indices, value, rate or price relevant to that determination; 

• whether defeasance and/or covenant defeasance applies to the debt securities, as more fully described below under
the heading "—Defeasance or Covenant Defeasance"; 

• the relative degree, if any, to which the debt securities are senior to or subordinated to other series of debt securities
in right of payment; 

• the terms of any right to convert or exchange the debt securities into other securities issued by us or another issuer; 

• any other terms of the debt securities not inconsistent with the provisions of the applicable indenture; and 

• any trustees, authenticating or paying agents, transfer agents or registrars or any other agents with respect to the
debt securities. (Section 2.03).

        Debt securities may be sold at a substantial discount below their stated principal amount, bearing no interest or interest
at a rate which at the time of issuance is below market rates. Important Federal income tax consequences and special
considerations applicable to any series of debt securities will be described in the prospectus supplement. The prospectus
supplement will also contain any special Federal income tax, accounting or other information relating to certain other kinds
of debt securities that may be offered, including debt securities linked to an index or payable in currencies other than U.S.
Dollars.

Denominations, Registration, Payment and Transfer

        The debt securities will be issuable only in registered form without coupons. In the absence of any other specification in
the prospectus supplement, a series of debt securities will be issued in denominations of $1,000 and any integral multiple of
$1,000.

        Debt securities of any series may be exchanged for debt securities of the same series in other authorized denominations,
in an equal aggregate principal amount. Debt securities may also be presented for registration of transfer, and the transferee
or transferees will receive new debt securities of the same series in authorized denominations in an equal aggregate principal
amount. Debt securities to be exchanged or transferred must be presented at the office of the registrar or at the office of any
transfer agent designated by us for that purpose with respect to any series of debt securities. Debt securities presented for
exchange or registration of transfer
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must be duly endorsed by, or be accompanied by a written instrument or instruments of transfer in a form satisfactory to us
and the trustee duly executed by, the holder of those debt securities or his attorney who has been duly authorized in writing.
We may require payment of a sum sufficient to cover any tax or other governmental charge that may be imposed in
connection with any exchange or registration of transfer. We will not assess a service charge.

        We will appoint the trustees as registrars and paying agents under the indentures. We may at any time designate
additional transfer agents or paying agents with respect to any series of debt securities or from time to time change those
designations or approve a change in their locations.

        We are not required to exchange or register a transfer of (a) any debt securities of any series for a period of 15 days
preceding the first mailing of notice of redemption for those series to be redeemed, or (b) any debt securities selected, called
or being called for redemption except for the portion of any debt security to be redeemed in part, which is not redeemed.

        The payment of principal of, and interest and premium, if any, on, debt securities will be made at the office of the trustee
for those debt securities in New York City or at the office of a paying agent or paying agents that we may designate from
time to time. At our option, however, we may pay any interest by check mailed to the address of the person entitled to it as
that address appears in the register for those debt securities. The payment of any interest on debt securities will be made to
the person in whose name that debt security is registered at the close of business on any record date for that interest, except in
the case of defaulted interest.

Global Debt Securities

        Unless otherwise specified in a prospectus supplement for a particular series of debt securities, each series of debt
securities will be issued in whole or in part in global form that will be deposited with, or on behalf of, a depository identified
in the prospectus supplement relating to that series. Global securities will be registered in the name of the depository, which
will be the sole direct holder of the global securities. Any person wishing to own a debt security must do so indirectly
through an account with a broker, bank or other financial institution that, in turn, has an account with the
depository.

        Special Investor Considerations for Global Securities.    Our obligations with respect to the debt securities, as well as
the obligations of each trustee, run only to persons who are registered holders of debt securities. For example, once we make
payment to the registered holder, we have no further responsibility for that payment even if that recipient is legally required
to pass the payment along to an individual investor but fails to do so. As an indirect holder, an investor's rights relating to a
global security will be governed by the account rules of the investor's financial institution and of the depository, as well as
general laws relating to transfers of debt securities.

        An investor should be aware that when debt securities are issued in the form of global securities:

• the investor cannot have debt securities registered in his or her own name;
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• the investor cannot receive physical certificates for his or her interest in the debt securities; 

• the investor must look to his or her bank or brokerage firm for payments on the debt securities and protection of his
or her legal rights relating to the debt securities; 

• the investor may not be able to sell interests in the debt securities to some insurance companies or other institutions
that are required by law to hold the physical certificates of debt securities that they own; 

• the depository's policies will govern payments, transfers, exchanges and other matters relating to the investor's
interest in the global security. Neither FSA Holdings nor the trustees have any responsibility for any aspect of the
depository's actions or for its records of ownership interests in the global security, and neither FSA Holdings nor
the trustees supervise the depository in any way; and 

• the depository will usually require that interests in a global security be purchased or sold within its system using
same-day funds.

        Special Situations When the Global Security Will Be Terminated.    In a few special situations described below, the
global security will terminate and interests in it will be exchanged for physical certificates representing debt securities. After
that exchange, the choice of whether to hold debt securities directly or indirectly through an account at an investor's bank or
brokerage firm will be up to the investor. In that event, investors must consult their banks or brokers to find out how to have
their interests in debt securities transferred to their own names so that they may become direct holders.

        The special situations where a global security may be terminated are:

• when the depository notifies us that it is unwilling, unable or no longer qualified to continue as depository, unless a
replacement is named; 

• when an event of default on the debt securities has occurred and has not been cured; or 

• when and if we decide to terminate a global security.

        A prospectus supplement may list situations for terminating a global security that would apply only to a particular series
of debt securities. When a global security terminates, the depository is solely responsible for deciding the names of the
institutions that will be the initial direct holders. Unless otherwise provided in a prospectus supplement, debt securities will
be issued in denominations of $1,000 and integral multiples of $1,000, and will be issued in registered form only, without
coupons.
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Covenants of FSA Holdings

        FSA Holdings' principal covenants under the indentures relate to limitations on liens, restrictions on stock dispositions
and maintenance of corporate existence. The following summarizes these covenants.

        Limitations on Liens.    Under the senior indenture, so long as senior debt securities are outstanding, neither we nor any
of our subsidiaries will be allowed to, directly or indirectly, create, issue, incur or guarantee any indebtedness for borrowed
money which is secured by any mortgage, pledge, lien, security interest or other encumbrance of any nature on any of the
present or future capital stock of any Restricted Subsidiary, or any company, other than FSA Holdings, having direct or
indirect control of any Restricted Subsidiary. However, we may take these actions if the senior debt securities then
outstanding and, if we so elect, any of our other indebtedness ranking at least equally with the senior debt securities are
secured equally and ratably with, or prior to, that other secured debt so long as it is outstanding. (Section 3.06)

        "Restricted Subsidiary", as defined in the indentures, means FSA or any successor to all or substantially all of its
business, provided that the successor is a subsidiary of FSA Holdings. A "subsidiary" is a corporation more than 50% of the
outstanding voting stock of which is owned, directly or indirectly, by FSA Holdings and/or one or more of its subsidiaries.

        Limitations on Disposition of Stock of Restricted Subsidiaries.    Under the senior and subordinated indentures, so long
as debt securities are outstanding, we will not, and will not permit any subsidiary to, sell, transfer or otherwise dispose of any
shares of capital stock of any Restricted Subsidiary except for:

• a sale, transfer or other disposition of any capital stock of any Restricted Subsidiary to a wholly owned subsidiary
of FSA Holdings or that subsidiary; 

• a sale, transfer or other disposition of the entire capital stock of any Restricted Subsidiary for at least fair value; or 

• a sale, transfer or other disposition of the capital stock of any Restricted Subsidiary for at least fair value if, after
giving effect to it, we and our subsidiaries would own more than 80% of the issued and outstanding voting stock of
that Restricted Subsidiary. (Section 3.07)

        For the purposes of this limitation, our board of directors acting in good faith will determine what constitutes fair value.

        Limitations on Consolidation, Merger, Sale or Conveyance.    Under the senior and subordinated indentures, so long as
debt securities are outstanding, we will not consolidate with or merge into any other corporation or convey, transfer or lease
our properties and assets as an entirety or substantially as an entirety to any person, unless:

• the successor or purchaser is a corporation organized and existing under the laws of the United States of America,
any State of the United States of America or the District of Columbia;
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• the corporation formed by the consolidation or into which we have been merged, or which acquired that property,
expressly assumes the due and punctual payment of the principal of, and interest and premium, if any, on, all the
debt securities under that indenture, as well as the due and punctual performance and observance of all of our
covenants and conditions under that indenture; and 

• immediately after giving effect to that transaction, no event of default under the applicable indenture, and no event
which, after notice or lapse of time or both, would become an event of default under the applicable indenture, has
occurred and is continuing. (Section 9.01)

Events of Default

        Any one of the following events will constitute an event of default with regard to any series of debt securities under an
indenture:

(a) default continued for 30 days in payment of any installment of interest on any of the debt securities of that series
when due and payable; or 

(b) default in payment of all or any part of the principal on any of the debt securities of that series when due and
payable either at maturity, upon any redemption, by declaration or otherwise; or 

(c) default in the payment of any sinking fund installment as and when the same becomes due and payable by the terms
of the debt securities of that series; or 

(d) default in the performance, or breach, of any of our covenants or warranties in respect of the debt securities of that
series and continuance of that default or breach for a period of 60 days after written notice as provided in that
indenture; or 

(e) our failure to make any payment at maturity, including any applicable grace period, in respect of indebtedness in an
amount in excess of $10,000,000, and that failure continues for a period of 10 days after written notice as provided
in that indenture; or 

(f) our default with respect to any indebtedness, which default results in the acceleration of indebtedness in an amount
in excess of $10,000,000, without that indebtedness having been discharged or that acceleration having been cured,
waived, rescinded or annulled for a period of 10 days after written notice as provided in that indenture; or 

(g) the voluntary or involuntary bankruptcy, insolvency or reorganization under any applicable law of FSA Holdings or
any Restricted Subsidiary; or
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(h) any other event of default provided in the supplemental indenture or resolution of our board of directors under
which that series of debt securities is issued or in the form of debt security for that series. (Section 5.01)

        Each indenture requires us to file with the trustee annually a written statement as to any defaults in the performance or
fulfillment of any of our covenants, agreements or conditions contained in the indenture. (Section 3.05) Each indenture
provides that if the trustee considers it in the interests of the holders of the debt securities of any series, the trustee may
withhold notice to the holders of debt securities of that series of any default other than a default in the payment of principal of
or interest on the debt securities of that series. (Section 5.11)

        Either the trustee or a specified percentage of the holders of the debt securities may accelerate the maturity of the unpaid
principal amount of and accrued interest on some or all of the debt securities, depending on the type of event of default which
has occurred and is continuing. The table below shows the percentage of holders required and the amount of securities which
can be accelerated, for each type of event of default set forth above:

Type of event of default
specified above  Percentage of holders required  

Principal and accrued interest
which may be accelerated

 
(a), (b) and (c)

 
 

 
Not less than 25% in principal amount
of the debt securities of the affected
series then outstanding

 
 

 
All debt securities of that series then
outstanding

 
(d), with respect to less than all series,
and (h), unless otherwise specified in
the applicable supplemental indenture

 
 

 
Not less than 25% in principal amount
of the debt securities of all affected
series then outstanding, voting as a
single class

 
 

 
All debt securities of the affected series
then outstanding

 
(d), with respect to all series, (e), (f) or
(g)

 
 

 
Not less than 25% in principal amount
of all debt securities outstanding under
the indenture, treated as one class

 
 

 
All debt securities then outstanding

If debt securities of any series are original issue discount debt securities, then only the amount of the principal of those debt
securities then outstanding as may be specified in the terms of that series and any accrued interest on that specified principal
amount may be accelerated.
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        A specified percentage of holders of debt securities may waive all defaults and annul and rescind a declaration of
maturity of some or all of the debt securities if all payments other than the accelerated amounts have been made and all
events of default have been cured, waived or otherwise remedied as provided in the applicable indenture. Any such waiver,
annulment and rescission must occur before a judgment or decree for amounts due has been obtained or entered. The table
below shows the percentage of holders required for each type of event of default set forth above, and the debt securities:

Type of event of default
specified above  Percentage of holders required  

Debt Securities Subject to Waiver,
Annulment and Rescission

 
(a), (b) and (c)

 
 

 
Holders of a majority in aggregate
principal amount of the debt securities
of the affected series, voting as a
separate class, then outstanding

 
 

 
All debt securities of that series then
outstanding

 
(d), with respect to less than all series,
and (h), unless otherwise specified in
the applicable supplemental indenture

 
 

 
Holders of a majority in aggregate
principal amount of all affected debt
securities then outstanding, voting as a
single class

 
 

 
All debt securities of the affected series
then outstanding

 
(d), with respect to all series, (e), (f) or
(g)

 
 

 
Holders of a majority in aggregate
principal amount of the debt securities
of all series then outstanding, voting as
a single class

 
 

 
All debt securities then outstanding

It is not necessary that payments of principal due as a result of acceleration be paid or that the event of default caused by
non-payment of the principal due as a result of acceleration be cured, waived or otherwise remedied in order for the
applicable holders to rescind and annul a declaration of acceleration of the maturity of the debt securities of any series as
provided above.

        Depending on the nature of the default, either the holders of a majority in principal amount of the outstanding debt
securities of all series under the applicable indenture, voting as a single class, or the holders of a majority in principal amount
of the outstanding debt securities of the affected series, may waive an event of default and its consequences before declaring
the acceleration of maturity of the debt securities of any series. However, the consent of each security holder affected is
required in order to waive a default in the payment of the principal of or interest on any debt securities or any covenant or
provision of the indenture which specifically requires the consent of the holder of each debt security affected.
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        Except for the trustee's duty during an event of default to act with the required standard of care, the trustee is under no
obligation to exercise any of the trusts or powers vested in it by that indenture at the request, order or direction of any of the
holders of debt securities, unless those holders have offered the trustee reasonable indemnity. (Sections 6.01 and 6.02)
Subject to these provisions for indemnification, the holders of a majority in principal amount of the debt securities of each
series affected, voting as a separate class, may direct the time, method and place of conducting any proceeding for any
remedy available to the trustee, or exercising any trust or power conferred on the trustee with respect to the debt securities of
that series. (Section 5.09)

        No holder of debt securities of any series will have any right by virtue of either indenture to institute any legal action or
proceeding with respect to that indenture, unless

• that holder has previously given to the trustee written notice of a continuing default, 

• the holders of not less than 25% in principal amount of the debt securities of that series then outstanding have made
written request on the trustee to institute such action or proceeding and have offered to the trustee any reasonable
indemnity that the trustee may require relating to their request, 

• the trustee fails to institute the requested proceeding within 60 days and 

• no direction inconsistent with such written request has been given to the trustee by the holders of a majority in
principal amount of the debt securities of such series then outstanding. (Section 5.06)

These limitations do not apply to a suit for enforcement of payment of the principal of or interest on a debt security on or
after the respective due dates. (Section 5.07)

Defeasance and Covenant Defeasance

        The indentures contain a provision that, if made applicable to any series of debt securities, permits us to elect, subject to
certain conditions:

• to be discharged from our obligations with respect to the debt securities of that series, subject to limited exceptions
("defeasance") and/or 

• to be released from our obligations with respect to that series of debt securities under the covenant in the indentures
relating to limitations on disposition of stock of Restricted Subsidiaries and, in the case of the senior indenture, also
the covenant relating to limitations on liens ("covenant defeasance").

To make either of these elections, we must irrevocably deposit with the trustee as trust funds monies, United States
Government Obligations or a combination of the two sufficient, without reinvestment, in the opinion of a nationally
recognized firm of independent public accountants, to pay and discharge the principal of and interest on the outstanding debt
securities of that series on the maturity of that principal or interest. (Sections 13.01 through 13.04)
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        Each indenture provides that, to effect defeasance or covenant defeasance, we must deliver to the trustee an opinion of
counsel stating that defeasance or covenant defeasance, as applicable, will not cause the holders of the debt securities to
recognize income, gain or loss for Federal income tax purposes. The opinion must also state that holders will be subject to
Federal income tax on the same amounts, in the same manner and at the same times as would have been the case if
defeasance or covenant defeasance had not occurred. In addition, in the case of defeasance, that opinion of counsel must state
that a private letter ruling or a general revenue ruling to the same effect has been issued by the United States Internal
Revenue Service or state that since the date of the applicable indenture there has been a change in the applicable Federal
income tax law or the interpretation of the applicable Federal income tax law to the same effect. (Section 13.04)

        In addition to the requirements described above, in order to effect defeasance or covenant defeasance under the
subordinated indenture:

• no default in the payment of principal of, or interest or premium, if any, on, any senior debt can have occurred and
be continuing, 

• no event of default with respect to senior debt can have occurred and be continuing and have resulted in that senior
debt becoming or being declared due and payable prior to the date it would have become due and payable.

Modification and Waiver

        Each indenture provides that FSA Holdings and the trustee may enter into supplemental indentures for the purpose of
adding any provisions to or changing in any manner or eliminating any of the provisions of that indenture or of modifying in
any manner the rights of the holders of the debt securities of that series. The consent of the holders of not less than a majority
in principal amount of the debt securities at the time outstanding of all series affected by the proposed additions or changes is
required for any such supplemental indenture, except that the consent of the holder of each debt security is required in order
to:

• extend the final maturity of any debt security, 

• reduce the principal amount of any debt security, 

• reduce the rate or extend the time of payment of interest on any debt security, 

• reduce any amount payable on redemption of any debt security, 

• reduce the amount of the principal of an original issue discount debt security that would be due and payable upon
an acceleration of the maturity of that debt security or the amount of that debt security provable in bankruptcy, 

• impair or affect the right of any holder to institute suit for the payment of any debt security, if the debt securities
provide for those rights,
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• impair or affect any right of repayment of any debt security at the option of the holder or 

• reduce the percentage of debt securities of any series, the consent of the holders of which is required for any
supplemental indenture. (Section 8.02)

        In addition, without the consent of the holders of any of the debt securities issued under that indenture, FSA Holdings
and the trustee may enter into supplemental indentures to, among other things, cure any ambiguity or to correct or
supplement any defective or inconsistent provision or to make other provisions in regard to matters or questions arising under
the indenture or under any supplemental indenture as we may deem necessary or desirable and which do not adversely affect
the interests of the holders of the debt securities.

        The holders of at least a majority in principal amount of the debt securities of all series outstanding under an indenture
voting as a class may waive compliance by us with the covenants contained in that indenture relating to limitations on liens,
limitations on dispositions of stock of Restricted Subsidiaries and corporate existence. (Section 3.09)

Subordination under the Subordinated Indenture

        To the extent provided in the subordinated indenture, payments of principal of, and interest and premium, if any, on all
of the subordinated debt securities we issue will be subordinate in right of payment to the prior payment of all amounts due
and payable in respect of all senior debt. Upon any payment or distribution of assets to creditors upon any liquidation,
dissolution, winding up, reorganization, assignment for the benefit of creditors, marshaling of assets or any bankruptcy,
insolvency, debt restructuring or similar proceedings in connection with any insolvency or bankruptcy proceeding of FSA
Holdings, the holders of the senior debt will first be entitled to receive payment in full of principal of, and interest and
premium, if any, on, the senior debt before the holders of subordinated debt securities will be entitled to receive or retain any
payment in respect of the subordinated debt securities. (Sections 14.01 and 14.02)

        If the maturity of any subordinated debt securities is accelerated, the holders of all senior debt outstanding at the time of
that acceleration will first be entitled to receive payment in full of all amounts due on the senior debt before the holders of
subordinated debt securities will be entitled to receive any payment upon the principal of, or interest or premium, if any, on,
the subordinated debt securities. (Section 14.03)

        No payments on account of principal of, or interest or premium, if any, on, the subordinated debt securities may be made
if there shall have occurred and be continuing a default in any payment with respect to senior debt, or an event of default with
respect to any senior debt resulting in the acceleration of the maturity of that senior debt, or if any judicial proceeding shall
be pending with respect to that default. (Section 14.04)

        The subordinated indenture defines "senior debt" as the principal of, and interest and premium, if any, on, Debt, as
defined in the subordinated indenture, whether incurred on or prior to the date of the subordinated indenture or thereafter
incurred, unless, in the instrument creating or evidencing the same or pursuant to which the same is outstanding, it is
provided that those
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obligations are not superior in right of payment to the subordinated debt securities or to the other Debt which ranks equally
with, or is subordinated to, the subordinated debt securities; provided, however, that senior debt does not include:

• any of our Debt which when incurred and without respect to any election under Section 1111(b) of the Bankruptcy
Code was without recourse to us, 

• any of our Debt to any of our subsidiaries, 

• Debt to any of our employees, 

• any liability for taxes, 

• indebtedness or monetary obligations to trade creditors or assumed by us or any of our subsidiaries in the ordinary
course of business in connection with the obtaining of goods, materials or services and 

• the subordinated debt securities.

        For the purposes of the definition of senior debt, interest on Debt includes any interest accruing on or after the filing of
any petition in bankruptcy or for reorganization relating to us whether or not that claim for post-petition interest is allowed in
that proceeding.

        The subordinated indenture places no limitation on the amount of additional senior debt that may be incurred by us. We
may from time to time incur additional indebtedness constituting senior debt.

        The subordinated indenture provides that the foregoing subordination provisions, insofar as they relate to any particular
issue of subordinated debt securities, may be changed prior to that issuance. Any change will be described in the prospectus
supplement relating to those subordinated debt securities.

Conversion or Exchange

        The debt securities of any series may be convertible or exchangeable into other securities issued by FSA Holdings or
securities of another issuer. The specific terms and conditions on which debt securities of any series may be so converted or
exchanged will be set forth in the applicable prospectus supplement. Those terms may include the conversion or exchange
price, provisions for conversion or exchange, either mandatory, at the option of the holder, or at our option, and provisions
under which the number of shares of common stock or other securities to be received by the holders of debt securities would
be calculated as of a time and in the manner stated in the applicable prospectus supplement.
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DESCRIPTION OF COMMON STOCK 

        We are authorized to issue up to 200,000,000 shares of common stock. At August 9, 2002, 33,220,337 shares of our
common stock were outstanding. This number of shares outstanding includes shares owned by a trust on our behalf and
excludes 297,658 shares of treasury stock.

        The following description of our common stock does not purport to be complete. It does not give full effect to the
provisions of statutory or common law applicable to securities like our common stock. The description is qualified in its
entirety by reference to our certificate of incorporation and by-laws, which have been incorporated by reference as exhibits to
the registration statement of which this prospectus is a part.

        The amount of dividends we pay in the future will be reviewed periodically by our board of directors in light of our
earnings, financial condition and capital and other cash requirements. It is the policy of our board of directors that we retain
an adequate portion of our earnings to support the growth of our business. We cannot assure you that any dividends will be
paid.

        Most of our operations are conducted through FSA and thus our ability to pay dividends is dependent on FSA's financial
condition, results of operations, cash requirements and other related factors. FSA is also subject to restrictions contained in
the insurance laws and related regulations of New York and other states.

        We will ordinarily be required to withhold United States Federal income taxes in the amount of 30% of any dividends
paid to non-United States shareholders who are not subject to United States Federal income taxation, unless a tax treaty
between the United States and the country of the shareholder's residence provides for withholding at a reduced rate.

        On July 5, 2000, FSA Holdings completed a merger in which we became an indirect subsidiary of Dexia S.A., a publicly
held Belgian corporation. Dexia S.A. also indirectly acquired our redeemable preferred stock and caused such stock to be
contributed to our capital. As a consequence of these actions, there is no longer an established public trading market for our
common stock, and bid quotations are not reported or otherwise available.

DESCRIPTION OF STOCK PURCHASE CONTRACTS AND STOCK PURCHASE UNITS 

        As may be specified in a prospectus supplement, we may issue stock purchase contracts obligating holders to purchase
from us, and us to sell to the holders, a number of shares of our common stock at a future date or dates. The stock purchase
contracts may be issued separately or as part of stock purchase units consisting of a stock purchase contract and an
underlying debt or preferred security covered by this prospectus, U.S. Treasury security or other U.S. government or agency
obligation. The holder of the unit may be required to pledge the debt, preferred security, U.S. Treasury security or other U.S.
government or agency obligation to secure its obligations under the stock purchase contract. The prospectus supplement will
specify the
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material terms of the stock purchase contracts, the stock purchase units and any applicable pledge or depository
arrangements, including one or more of the following:

• The stated amount that a holder will be obligated to pay under the stock purchase contract in order to purchase our
common stock. 

• The settlement date or dates on which the holder will be obligated to purchase shares of our common stock. The
prospectus supplement will specify whether the occurrence of any events may cause the settlement date to occur on
an earlier date and the terms on which any early settlement would occur. 

• The events, if any, that will cause our obligations and the obligations of the holder under the stock purchase
contract to terminate. 

• The settlement rate, which is a number that, when multiplied by the stated amount of a stock purchase contract,
determines the number of shares of our common stock that we will be obligated to sell and a holder will be
obligated to purchase under that stock purchase contract upon payment of the stated amount of that stock purchase
contract. The settlement rate may be determined by the application of a formula specified in the prospectus
supplement. If a formula is specified, it may be based on the market price of our common stock over a specified
period or it may be based on some other reference statistic. 

• Whether the stock purchase contracts will be issued separately or as part of stock purchase units consisting of a
stock purchase contract and an underlying debt or preferred security with an aggregate principal amount or
liquidation amount equal to the stated amount. 

• The type of underlying security, if any, that is pledged by the holder to secure its obligations under a stock purchase
contract. Underlying securities may be debt securities, preferred securities, U.S. Treasury securities or other
securities. 

• The terms of the pledge arrangement relating to any underlying securities, including the terms on which
distributions or payments of interest and principal on any underlying securities will be retained by a collateral
agent, delivered to us or be distributed to the holder. 

• The amount of the contract fee, if any, that may be payable by us to the holder or by the holder to us, the date or
dates on which the contract fee will be payable and the extent to which we or the holder, as applicable, may defer
payment of the contract fee on those payment dates. The contract fee may be calculated as a percentage of the
stated amount of the stock purchase contract or otherwise.

        The descriptions of the stock purchase contracts, stock purchase units and any applicable pledge or depository
arrangements in this prospectus and in any prospectus supplement are summaries of the material provisions of the applicable
agreements. These descriptions do not restate those agreements in their entirety. We urge you to read the applicable
agreements because
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they, and not the summaries, define your rights as holders of the stock purchase contracts or stock purchase units. We will
make copies of the relevant agreements available as described under the heading "Where You Can Find More Information"
below.

DESCRIPTION OF PREFERRED STOCK 

General

        Our restated certificate of incorporation vests our board of directors with authority to issue up to 20,000,000 shares of
preferred stock from time to time in one or more series, as may be adopted by resolutions of the board of directors, and to fix,
so far as not inconsistent with our restated certificate of incorporation:

• the rate and times at which, and the conditions under which, dividends shall be payable on shares of that series, and
the status of those dividends as cumulative or non-cumulative and as participating or non-participating; 

• the price or prices, times and terms and conditions, if any, upon which or at which shares of that series shall be
subject to redemption; 

• the rights, if any, of holders of shares of that series to convert those shares into, or to exchange those shares for,
shares of other classes of our stock, or series of other classes of our stock, and the terms and conditions of that
conversion or exchange; 

• the rights of the holders of shares of that series upon the liquidation, dissolution or winding up of our affairs or
upon any distribution of our assets; 

• the limitations, if any, applicable while that series is outstanding, on the payment of dividends or making of
distributions on, or the acquisition of, or the use of moneys for the purchase of, our common stock; 

• the full or limited voting rights, if any, to be provided for the shares of that series; and 

• any other designations, preferences and relative, participating, optional or other similar special rights, and
qualifications, limitations or restrictions of or on the shares of that series.

        All shares of our preferred stock will be identical and of equal rank except as otherwise provided in our restated
certificate of incorporation or as may be fixed by our board of directors as described above. In any event, all shares of the
same series will be identical and of equal rank except as to the times from which cumulative dividends, if any, on those
shares will be cumulative. We may from time to time amend our restated certificate of incorporation to increase or decrease
the number of authorized shares of preferred stock.
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        The material terms of any series of preferred stock being offered by us will be described in the prospectus supplement
relating to that series of preferred stock. That prospectus supplement may not restate the amendment to our restated
certificate of incorporation or the board resolution that establishes a particular series of preferred stock in its entirety. We
urge you to read that amendment or board resolution because it, and not the description in the prospectus supplement, will
define your rights as a holder of preferred stock. The certificate of amendment to our restated certificate of incorporation or
board resolution will be filed with the Secretary of State of the State of New York and with the SEC.

        Dividend Rights.    The preferred stock will be preferred over our common stock as to payment of dividends. Before any
dividends or distributions on our common stock, other than dividends or distributions payable in common stock, shall be
declared and set apart for payment or paid, the holders of shares of each series of preferred stock will be entitled to receive
dividends when, as and if declared by our board of directors. We will pay those dividends either in cash, shares of common
stock or preferred stock or otherwise, at the rate and on the date or dates indicated in the applicable prospectus supplement.
With respect to each series of preferred stock, the dividends on each share of that series will be cumulative from the date of
issue of the share unless some other date is set forth in the prospectus supplement relating to the series. Accruals of dividends
will not bear interest.

        Most of our operations are conducted through FSA and thus our ability to pay dividends on any series of preferred stock
is dependent on FSA's financial condition, results of operations, cash requirements and other related factors. FSA is also
subject to restrictions contained in the insurance laws and related regulations of New York and other states.

        Rights upon Liquidation.    The preferred stock will be preferred over common stock as to our assets so that the holders
of each series of preferred stock will be entitled to be paid, upon voluntary or involuntary liquidation, dissolution or winding
up and before any distribution is made to the holders of common stock, the amount set forth in the applicable prospectus
supplement. However, in this case the holders of preferred stock will not be entitled to any other or further payment. If upon
any liquidation, dissolution or winding up our net assets are insufficient to permit the payment in full of the respective
amounts to which the holders of all outstanding preferred stock are entitled, our entire remaining net assets will be distributed
among the holders of each series of preferred stock in an amount proportional to the full amounts to which the holders of
each series are entitled.

        Redemption.    All shares of any series of preferred stock will be redeemable to the extent set forth in the prospectus
supplement relating to the series. All shares of any series of preferred stock will be convertible into shares of common stock
or into shares of any other series of preferred stock to the extent set forth in the applicable prospectus supplement.

        Voting Rights.    Except as indicated in the prospectus supplement, the holders of preferred stock shall be entitled to one
vote for each share of preferred stock held by them on all matters properly presented to shareholders. The holders of common
stock and the holders of all series of preferred stock will vote together as one class.

        As of the date of this prospectus, we have no shares of preferred stock outstanding.
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PLAN OF DISTRIBUTION 

        We may sell the securities to one or more underwriters for a public offering by them. We may also sell securities to
investors directly or through agents or dealers. The supplemental prospectus will include the names of any underwriters,
agents or dealers to be used in the distribution.

        The securities may be offered and sold at a fixed price or prices, which may be changed from time to time. They may
also be offered and sold from time to time at market prices prevailing at the time of sale, at prices related to these prevailing
market prices or at negotiated prices. We may also, from time to time, authorize underwriters acting as our agents to offer and
sell the securities. A prospectus supplement will include the terms of these arrangements. If securities are sold through an
underwritten offering, we will execute an underwriting agreement with an underwriter or underwriters. The prospectus
supplement will include the names of the specific managing underwriter or underwriters and other underwriters, and the
amount of securities to be underwritten by those underwriters. The prospectus supplement will also have the terms of the
transaction, including commissions, discounts and any other compensation of the underwriters and dealers. The underwriters
will use this prospectus and the prospectus supplement to sell the securities. The underwriting agreement will provide that the
obligations of the underwriters are subject to specified conditions precedent and that the underwriters will be obligated to
purchase all the securities if any are purchased.

        In connection with the sale of securities, underwriters may be considered to have received compensation from us in the
form of underwriting discounts or commissions. They may also receive commissions from purchasers of securities for whom
they may act as agent. Underwriters may sell securities to or through dealers. These dealers may receive compensation in the
form of discounts, concessions or commissions from the underwriters, and they may also receive commissions from the
purchasers for whom they may act as agent.

        The prospectus supplement will set forth any underwriting compensation paid by us to underwriters or agents in
connection with the offering of securities, as well as any discounts, concessions or commissions allowed by underwriters to
participating dealers. Underwriters, dealers and agents participating in the distribution of the securities may be deemed to be
underwriters under the Securities Act. Also any discounts and commissions received by them and any profit realized by them
on resale of the securities may be deemed to be underwriting discounts and commissions under the Securities Act.
Underwriters, dealers and agents may be entitled under agreements with us to indemnification against and contribution
toward certain civil liabilities, including liabilities under the Securities Act, and to reimbursement by us for various expenses.

        If we use a dealer in the sale of the securities, we will sell the securities to the dealer, as principal. The dealer may then
resell these securities to the public at varying prices to be determined by the dealer at the time of resale. The prospectus
supplement will name these dealers and the terms of these arrangements.
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        We may offer and sell the securities directly to institutional investors or others. These parties may be deemed to be
underwriters under the Securities Act with respect to their resales. The prospectus supplement will include the terms of these
transactions.

        The securities may or may not be listed on a national securities exchange or a foreign securities exchange. The securities
may not have an established trading market. No assurances can be given that there will be a market for any of the securities.

        Agents, underwriters and dealers may be customers of, engage in transactions with or perform services for, us and our
subsidiaries in the ordinary course of business.

ABOUT THIS PROSPECTUS 

        This prospectus is part of a registration statement that we filed with the SEC utilizing a "shelf" registration process.
Under this shelf process, we may from time to time sell any combination of the securities described in this prospectus in one
or more offerings up to a total amount of $650,000,000 or the equivalent of this amount in foreign currencies or foreign
currency units.

        This prospectus provides you with a general description of the securities we may offer. Each time we sell securities, we
will provide a prospectus supplement that will contain specific information about the terms of that offering. We will file each
prospectus supplement with the SEC. The prospectus supplement may also add, update or change information contained in
this prospectus. You should read both this prospectus and any prospectus supplement together with additional information
described under the heading "Where You Can Find More Information" below.

        You should rely only on the information provided in this prospectus and in any prospectus supplement, including the
information incorporated by reference. We have not authorized anyone to provide you with different information. You should
not assume that the information in this prospectus, or any supplement to this prospectus, is accurate at any date other than the
date indicated on the cover page of these documents.

WHERE YOU CAN FIND MORE INFORMATION 

        We have filed with the SEC a registration statement under the Securities Act that registers the distribution of these
securities. The registration statement, including the attached exhibits and schedules, contains additional relevant information
about us and the securities. For example, the indentures relating to our debt securities are attached to the registration
statement as exhibits. The rules and regulations of the SEC allow us to omit certain information included in the registration
statement from this prospectus.

        In addition, we file annual, quarterly and special reports, proxy statements and other information with the SEC. You
may read and copy this information and the registration
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statement at the SEC's Public Reference Room, 450 Fifth Street, N.W., Room 1024, Washington, D.C. 20549.

        You may also obtain copies of this information by mail from the Public Reference Section of the SEC, 450 Fifth Street,
N.W., Room 1024, Washington, D.C. 20549, at prescribed rates. You may obtain information on the operation of the public
reference room by calling the SEC at 1-800-SEC-0330.

        The SEC also maintains an Internet world wide web site that contains reports, proxy statements and other information
about issuers, like us, who file electronically with the SEC. The address of that site is http://www.sec.gov.

        You can also inspect reports, proxy statements and other information about us at the offices of the New York Stock
Exchange, 20 Broad Street, New York, New York.

        The SEC allows us to "incorporate by reference" information into this prospectus. This means that we can disclose
important information to you by referring you to another document filed separately with the SEC. The information
incorporated by reference is considered to be a part of this prospectus, except for any information that is superseded by other
information that is included in or incorporated by reference into this document.

        This prospectus incorporates by reference the documents listed below that we have previously filed with the SEC. These
documents contain important information about us.

• The description of our common stock in our Form 8-A that was filed on December 3, 1993 

• Our Annual Report on Form 10-K for the year ended December 31, 2001 

• Our Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2002 

• Our Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2002

        We incorporate by reference any additional documents that we may file with the SEC under Section 13(a), 13(c), 14 or
15(d) of the Securities Exchange Act between the date of this prospectus and the termination of the offering of the securities.
These documents may include periodic reports, like Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q and
Current Reports on Form 8-K, as well as Proxy Statements. Any material that we subsequently file with the SEC will
automatically update and replace the information previously filed with the SEC.

        You can obtain any of the documents incorporated by reference in this prospectus from the SEC on its web site
(http://www.sec.gov). You can also obtain these documents from us without charge by requesting them in writing or by
telephone at the following address or telephone:
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Director, Investor Relations
Financial Security Assurance Holdings Ltd.

350 Park Avenue
New York, New York 10022
Telephone (212) 826-0100.

LEGAL MATTERS

        The legality of the securities will be passed upon for us by Bruce E. Stern, Esq., our General Counsel, and for any
underwriters or agents by Cravath, Swaine & Moore, New York, New York.

EXPERTS 

        The consolidated financial statements and the related financial statement schedule of Financial Security Assurance
Holdings Ltd. and Subsidiaries included in our Annual Report on Form 10-K for the year ended December 31, 2001, and the
consolidated financial statements of Financial Security Assurance Inc. and Subsidiaries included as an exhibit to that
Form 10-K, have been incorporated by reference in this prospectus in reliance on the reports of PricewaterhouseCoopers
LLP, given on the authority of that firm as experts in accounting and auditing and incorporated in this prospectus by
reference.
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