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PART 1 - FINANCIAL INFORMATION  

   
  Item 1. Financial Statements  
   

Condensed Consolidated Balance Sheets  
(in thousands, except per share data)  

   

Assets      
June 30,  
  2007      

December 31, 
2006    

Investments:      (Unaudited)        
Fixed maturities, held-to-maturity, at amortized cost (fair value $365,172; $363,690)    $ 363,404   $ 366,551   
Fixed maturities, available-for-sale, at market value (amortized cost $317,888; $91,368)      318,583     93,168   
Equity securities, available-for-sale, at market value (cost $112,257; $90,637)      119,706     94,482   
Short-term investments      95,513     196,140   
Other investments      25,021     13,936   

Total investments      922,227     764,277   
Cash and cash equivalents      130,005     59,916   
Assets under management      25,495     23,494   
Accrued interest and dividends      11,788     6,138   
Premiums receivable, net      239,257     147,779   
Note receivable - related party      20,336     -  
Reinsurance recoverable      52,273     44,127   
Funds held with reinsured companies      426     266   
Prepaid reinsurance premiums      97,604     72,439   
Federal tax receivable      2,532     -  
Prepaid expenses and other assets      14,932     12,129   
Deferred policy acquisition costs      73,175     43,064   
Deferred tax asset      12,074     9,542   
Property and equipment, net      11,450     11,175   
Goodwill      5,841     2,163   
Intangible assets      34,535     27,206   
    $ 1,653,950   $ 1,223,715   
Liabilities and Stockholders’ Equity                
Liabilities:                

Loss and loss expense reserves    $ 385,961   $ 295,805   
Unearned premiums      451,995     323,155   
Ceded reinsurance premiums payable      44,260     23,028   
Reinsurance payable on paid losses      2,256     2,004   
Federal income tax payable      -    1,477   
Funds held under reinsurance treaties      9,853     9,948   
Securities sold but not yet purchased, at market      36,502     38,323   
Securities sold under agreements to repurchase, at contract value      86,075     -  
Accrued expenses and other current liabilities      106,607     80,712   
Other liabilities      2,045     2,814   
Junior subordinated debt      123,714     82,476   

Total liabilities      1,249,268     859,742   
Commitments and contingencies                
Minority Interest      25,495     23,494   
Stockholders’ equity:                

Common stock, $.01 par value; 100,000,000 shares authorized, 59,959,000 issued and outstanding 
in 2007 and 2006      600     600   

Additional paid-in capital      239,723     238,938   
Accumulated other comprehensive income      1,446     3,705   
Retained earnings      137,418     97,236   



   
See accompanying notes to unaudited condensed consolidated financial statements.  

   

Total stockholders’ equity      379,187     340,479   
    $ 1,653,950   $ 1,223,715   
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AmTrust Financial Services, Inc.  

Condensed Consolidated Statements of Income  
(Unaudited)  

(in thousands, except per share data)  
   

   

      Three Months Ended June 30,      Six Months Ended June 30,    
      2007       2006       2007       2006    
Revenues:                            

Premium income:                            
Net premium written    $ 163,522   $ 97,991   $ 324,141   $ 208,744   
Change in unearned premium      (33,102 )    (25,556 )    (75,029 )    (66,499 ) 

Net earned premium      130,420     72,435     249,112     142,245   
Commission and fee income      4,292     4,229     8,782     6,115   
Net investment income      13,234     6,086     24,625     11,421   
Net realized gain on investments      4,962     4,515     11,022     6,091   
Other investment income on managed assets      2,191     -    1,901     -  

Total revenues      155,099     87,265     295,442     165,872   
Expenses:                        

Loss and loss adjustment expense      84,999     46,884     159,556     90,658   
Policy acquisition expenses      17,447     8,149     32,030     16,472   
Salaries and benefits      9,921     6,614     18,933     11,732   
Other insurance general and administrative expense      5,004     6,256     12,578     13,039   
Other underwriting expenses      3,427     4,850     6,540     5,826   

Total expenses      120,798     72,753     229,637     137,727   
Operating income from continuing operations      34,301     14,512     65,805     28,145   

Other income (expenses):                            
Foreign currency gain (loss)      629     (113 )    119     (15 ) 
Loss from equity investment      (215 )    -    (215 )    -  
Interest expense      (2,531 )    (1,030 )    (4,335 )    (2,243 ) 

Total other expenses      (2,117 )    (1,143 )    (4,431 )    (2,258 ) 

Income from continuing operations before 
provision for income taxes and minority 
interest  

  
  32,184     13,369     61,374     25,887   

Provision for income taxes      8,597     3,816     16,599     7,075   
Minority interest in net income of subsidiary      2,191     -    1,901     -  
Income from continuing operations    $ 21,396   $ 9,553   $ 42,874   $ 18,812   
Discontinued operations:                            

Gain from discontinued operations      -    250     -    250   
Income from discontinued operations      -    250     -    250   
Net income      21,396     9,803     42,874     19,062   
                            
Basic earnings per common share                            

Income from continuing operations    $ 0.36   $ 0.16   $ 0.72   $ 0.36   
Income from discontinued operations      -    -    -    -  
Net income    $ 0.36   $ 0.16   $ 0.72   $ 0.36   

Diluted earnings per common share                            
Income from continuing operations    $ 0.35   $ 0.16   $ 0.71   $ 0.36   
Income from discontinued operations      -    -    -    -  
Net income    $ 0.35   $ 0.16   $ 0.71   $ 0.36   

Dividends declared per common share    $ 0.025     -  $ 0.045     -  



See accompanying notes unaudited to condensed consolidated financial statements.  
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AmTrust Financial Services, Inc.  

Condensed Consolidated Statements of Cash Flows  
(Unaudited)  

(in thousands)  
   

     Six Months Ended June 30,    
Cash flows from operating activities:      2007      2006    

Net income from continuing operations    $ 42,874   $ 19,062   
Adjustments to reconcile net income from continuing operations to net cash provided by 

operating activities of continuing operations:              
Depreciation and amortization      1,986     1,379   
Realized gain on marketable securities      (11,022 )    (6,091 ) 
Bad debt expense      569     1,192   
Foreign currency (gain) loss      (119 )    15   
Non-cash stock compensation expense      785     251   
Income from discontinued operations      -    (250 ) 
Changes in assets - (increase) decrease:              

Premiums receivable      (72,087 )    (46,121 ) 
Reinsurance recoverable      (8,076 )    (5,863 ) 
Deferred policy acquisition costs, net      (20,969 )    (15,227 ) 
Prepaid reinsurance premiums      (20,811 )    (10,253 ) 
Prepaid expenses and other assets      (8,541 )    (6,765 ) 
Deferred tax asset      (2,532 )    (2,327 ) 
Receivable from discontinued operations      -    1,729   

Changes in liabilities - increase (decrease):              
Ceded reinsurance premium payable      21,116     (221 ) 
Accrued expenses and other current liabilities      15,710     12,134   
Loss and loss expense reserve      80,146     44,530   
Unearned premiums      97,428     79,254   
Funds held under reinsurance treaties      (95 )    7,458   

Net cash provided in operating activities      116,362     73,886   
Cash flows from investing activities:              

Net (purchases) of securities with fixed maturities      (112,475 )    (180,469 ) 
Net (purchases) of equity securities      (12,858 )    (27,581 ) 
Net (purchases) of other investments      (10,401 )    (88 ) 
Note receivable - related party      (18,000 )    -  
Acquisition of a subsidiary, net of cash obtained      (11,436 )    -  
Acquisition of renewal rights and goodwill      (1,055 )    (8,022 ) 
Purchase of property and equipment      (646 )    (2,491 ) 

Net cash used in investing activities      (166,871 )    (218,651 ) 
Cash flows from financing activities:              

Issuance of junior subordinated debentures      40,000     -  
Reverse repurchase agreements      86,075     -  
Issuance of common stock      -    256   
Additional paid-in-capital      -    166,023   
Repayment of mortgage note - discontinued operations      -    (25,000 ) 
Foreign currency translation      (2,259 )    -  
Debt financing fees      (820 )    -  
Dividends distributed on common stock      (2,398 )    -  

Net cash provided by financing activities      120,598     141,279   
Net increase in cash and cash equivalents      70,089     (3,486 ) 
Cash and cash equivalents, beginning of the period      59,916     115,847   
Cash and cash equivalents, end of the period    $ 130,005   $ 112,361   



   
See accompanying notes to unaudited condensed consolidated financial statements  

   

Supplemental Cash Flow Information            
Income tax payments    $ 22,790   $ 16,111   
Interest payments on debt      4,179     2,260   
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Notes to Unaudited Condensed Consolidated Financial Statements  

(Unaudited)  
(dollars in thousands, except share data)  

   
1.     Basis of Reporting  
 

AmTrust Financial Services, Inc. (the “Company”) is an insurance holding company formed under the laws of Delaware. The 
accompanying condensed consolidated financial statements and notes have been prepared in accordance with accounting principles generally 
accepted in the United States for interim financial information and do not contain all of the information and footnotes required by generally 
accepted accounting principles (“GAAP”) for complete financial statements. These statements should be read in conjunction with the 
consolidated financial statements as of and for the year ended December 31, 2006 and notes thereto included in the Company’s Annual Report 
on Form 10-K filed on March 16, 2007. In the opinion of management, the accompanying financial statements include all adjustments 
necessary for a fair presentation of the condensed consolidated financial statements, consisting only of normal recurring adjustments. The 
consolidated balance sheet as of December 31, 2006 was derived from the Company’s audited annual consolidated financial statements.  
 

All significant intercompany transactions and accounts have been eliminated in the consolidated financial statements.  
 

To facilitate period-to-period comparisons, certain reclassifications have been made to prior period consolidated financial statement 
amounts to conform to current period presentation. There was no effect on net income from the change in presentation.  
 
2.     Recent Accounting Pronouncements  
   

In February 2006, the Financial Accounting Standards Board (“FASB”) issued Statement of Financial Accounting Standards 
(“SFAS”) No. 155, “ Accounting for Certain Hybrid Financial Instruments ” (“SFAS 155”). SFAS No. 155 amends SFAS No. 133, “ 
Accounting for Derivative Instruments and Hedging Activities” , and SFAS No. 140, “ Accounting for Transfers and Servicing of Financial 
Assets and Extinguishments of Liabilities” , and allows an entity to remeasure at fair value a hybrid financial instrument that contains an 
embedded derivative that otherwise would require bifurcation from the host if the holder irrevocably elects to account for the whole instrument 
on a fair value basis. Subsequent changes in the fair value of the instrument would be recognized in earnings. SFAS No. 155 also removed an 
exception included in an interpretation of SFAS No. 133 (Implementation Issue No. B39) that kept holders of mortgage-backed securities from 
testing for the need to bifurcate the value embedded in the mortgage-backed securities related to the ability to prepay. The FASB is currently 
reviewing the removal of such exception. SFAS No. 155 was effective for financial instruments acquired or issued after the beginning of an 
entity’s first fiscal year that begins after September 15, 2006. The adoption of the statement did not have a material impact on the Company’s 
results of operations or financial condition.  
   

In June 2006, the FASB issued Interpretation No. 48, “ Accounting for Uncertainty in Income Taxes - an interpretation of 
FASB Statement No. 109 ” (“FIN 48”). FIN 48 seeks to reduce the diversity in practice associated with certain aspects of measurement 
and recognition in accounting for income taxes and prescribes a recognition threshold and measurement attribute for the financial 
statement recognition and measurement of a tax position taken or expected to be taken in a tax return. The interpretation also provides 
guidance on de-recognition, classification, interest and penalties, accounting in interim periods, disclosure and transition. Under FIN 
48, an entity may only recognize or continue to recognize tax positions that meet a “more likely than not” threshold. FIN 48 was 
effective for fiscal years beginning after December 15, 2006. The Company adopted FIN 48 as of January 1, 2007, and the adoption 
had no significant impact on the Company’s consolidated financial statements (See Note 10, Income Taxes).  
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In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements (“SFAS No. 157”). SFAS No. 157 defines fair value, 

establishes a framework for measuring fair value in GAAP, and enhances disclosures about fair value measurements. SFAS No. 157 applies 
when other accounting pronouncements require fair value measurements; it does not require new fair value measurements. The Company does 
not believe the adoption of SFAS No. 157, which becomes effective in 2008, will have a material impact on its financial condition or results of 
operations.  

   
  In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities ("SFAS 

No. 159"), which provides reporting entities the ability to choose to report many financial instruments and certain other items at fair value with 
changes in fair value included in current earnings.  SFAS No. 159 establishes presentation and disclosure requirements designed to facilitate 
comparisons between companies that choose different measurement attributes for similar types of assets and liabilities. The standard also 
requires additional information to aid financial statement users' understanding of a reporting entity's choice to use fair value on its earnings and 
also requires entities to display on the face of the balance sheet the fair value of those assets and liabilities which the reporting entity has 
chosen to measure at fair value. SFAS No. 159 is effective as of the beginning of a reporting entity's first fiscal year beginning after November 
15, 2007. Early adoption is permitted as of the beginning of the previous fiscal year provided the entity makes that choice in the first 120 days 
of that fiscal year and also elects to apply the provisions of SFAS No. 157. Because application of the standard is optional, any impacts are 
limited to those financial assets and liabilities to which SFAS No. 159 would be applied, which has yet to be determined. The Company will 
adopt the standard in fiscal 2008.  
 

In June 2007, the American Institute of Certified Public Accountants (“AICPA”) issued Statement of Position (“SOP”) No. 07-1, 
“Clarification of the Scope of the Audit and Accounting Guide ‘Audits of Investment Companies’ and Accounting by Parent Companies and 
Equity Method Investors for Investments in Investment Companies.” SOP No. 07-1 clarifies when an entity may apply the provisions of the 
Audit and Accounting Guide for Investment Companies (the Guide). Investment companies that are within the scope of the Guide report 
investments at fair value; consolidation or use of the equity method for investments is generally not appropriate. SOP No. 07-1 also addresses 
the retention of specialized investment company accounting by a parent company in consolidation or by an equity method investor. 
SOP No. 07-1 is effective for fiscal years beginning on or after December 15, 2007 with early adoption encouraged. In May 2007, the FASB 
issued FSP FIN No. 46-R-7, “Application of FIN 46-R to Investment Companies,” which amends FIN No. 46-R to make permanent the 
temporary deferral of the application of FIN No. 46-R to entities within the scope of the revised Guide under SOP No. 07-1. FSP FIN No. 46-
R-7 is effective upon adoption of SOP No. 07-1. The Company is evaluating the impact of adopting SOP No. 07-1 and FSP FIN No. 46-R-7 on 
our financial condition, results of operations and cash flows.  

 
3.   Investments  
 

The original cost, estimated market value and gross unrealized appreciation and depreciation of available-for-sale securities as of June 
30, 2007, are presented in the table below:  
   

  (a) Available-for-Sale Securities  
   

 

  
  

Original or  
amortized  

cost    

Gross  
unrealized  

gains    

Gross  
unrealized  

losses    

   
Market  
value    

Preferred stock    $ 750   $ 118   $ -  $ 868   
Common stock      111,507     15,692     (8,361 )    118,838   
Fixed maturities      317,888     5,274     (4,579 )    318,583   
          $ 430,145   $ 21,084   $ (12,940 )  $ 438,289   
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  (b) Held-to-Maturity Securities  

   
The amortized cost, estimated market value and gross unrealized appreciation and depreciation of held to maturity securities as of June 

30, 2007 are presented in the table below:  
   

 
(c) Investment Income  

   
Net investment income for the three and six months ended June 30, 2007 and 2006 were derived from the following sources:  

   

 
(d) Other-Than-Temporary Impairment  

   
We review our investment portfolio for impairment on a quarterly basis. Impairment of investment securities result in a charge to 

operations when a market decline below cost is deemed to be other-than-temporary. As of June 30, 2007, we reviewed our fixed-maturity and 
equity securities portfolios to evaluate the necessity of recording impairment losses for Other-Than-Temporary declines in the fair value of 
investments. We determined that we did not hold any investments that would have been considered other than temporarily impaired  
   

The tables below summarize the gross unrealized losses of our fixed maturity and equity securities as of June 30, 2007:  
   

   

     Amortized  
cost      

Unrealized  
gains      

Unrealized  
losses      

Fair  
value      

Obligations of U.S. Treasury, Government Corporations and 
agencies    $ 308,778   $ 4,993   $ (2,820 )  $ 310,951   

Mortgage-backed securities      54,626     833     (1,238 )    54,221   
         $ 363,404   $ 5,826   $ (4,058 )  $ 365,172   

     Three Months Ended June 30,    Six Months Ended June 30,    
     2007    2006    2007    2006    
Fixed maturities    $ 8,236   $ 3,293   $ 16,166   $ 6,325   
Equity securities      952     826     1,440     926   
Cash and cash equivalents      3,691     2,052     6,175     4,255   
Note receivable - related party      505     -    1,258     -  
       13,384     6,171     25,039     11,506   
Less: Investment expenses      150     85     414     85   
     $ 13,234   $ 6,086   $ 24,625   $ 11,421   

     Less than 12 months    12 months or more    Total    

     Fair market 
value     

Unrealized 
losses    

Fair market 
value    

Unrealized 
losses    

Fair market 
value    

Unrealized 
losses    

Available-for-sale securities:                                        
Common stock    $ 30,236   $ (4,141 )  $ 6,676   $ (4,220 )  $ 36,912   $ (8,361 ) 
Fixed maturities      155,232     (4,112 )    17,320     (467 )    172,552     (4,579 ) 

Total temporarily impaired securities 
available-for-sale securities    $ 185,468   $ (8,253 )  $ 23,996   $ (4,687 )  $ 209,464   $ (12,940 ) 
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During the second quarter of 2007, the Company entered into repurchase agreements. The agreements are accounted for as 

collateralized borrowing transactions and are recorded at contract amounts. As of June 30, 2007 there were $86,075 principal amount 
outstanding at interest rates between 5.25% and 5.30%. Interest expense associated with these repurchase agreements through June 30, 2007 
was $281 of which $257 was accrued as of June 30, 2007. The Company has $87,075 of collateral pledged in support of these agreements.  
 

Securities sold but not yet purchased, represent obligations of the Company to deliver the specified security at the contracted price and 
thereby, create a liability to purchase the security in the market at prevailing prices. The Company’s liability for securities to be delivered is 
measured at their fair value as of June 30, 2007 and was $9,413 for corporate bonds and $27,089 for equity securities. However, these 
transactions result in off-balance sheet risk, as the Company’s ultimate cost to satisfy the delivery of securities sold, not yet purchased, may 
exceed the amount reflected at June 30, 2007. Substantially all securities owned are pledged to the clearing broker to sell or repledge the 
securities to others subject to certain limitations.  
   
4.    Assets Under Management  
 

The original cost, estimated market value and gross unrealized appreciation and depreciation of equity securities and securities sold 
short, at market, are presented in the table below as of June 30, 2007:  
   

(a) Trading Securities  
   

   
Included in assets under management were cash and cash equivalents of $5,062. Proceeds from the sale of investments in trading 

securities during the three and six months ended June 30, 2007 were approximately $8,869 and $13,223, respectively. Purchases of investments 
during the three and six months ended June 30, 2007 were approximately $10,562 and $23,593, respectively.  
 

     Less than 12 months    12 months or more    Total    

    Fair market 
value    

Unrealized 
losses     

Fair market 
value     

Unrealized 
losses    

Fair market 
value    

Unrealized 
losses    

Held-to-maturity securities:                                        
Obligations of U.S. Treasury, 

Government corporations and 
agencies  

  
$ 122,906   $ (1,719 )  $ 152,653   $ (1,101 )  $ 275,559   $ (2,820 ) 

Mortgage-backed securities      40,645     (786 )    13,980     (452 )    54,625     (1,238 ) 

Total temporarily impaired — held-
to-maturity securities    $ 163,551   $ (2,505 )  $ 166,633   $ (1,553 )  $ 330,184   $ (4,058 ) 

   
  

Original or  
amortized  

cost      

Gross  
unrealized  

gains      

Gross  
unrealized  

losses      
Market  
value      

Common stock - long    $ 23,067   $ 2,165   $ (1,301 )  $ 23,931   
Common stock - short      (3,385 )    154     (301 )    (3,532 ) 

Total    $ 19,682   $ 2,319   $ (1,602 )  $ 20,399   
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(b) Investment Income  

   
Net investment income for the three months ended June 30, 2007 was derived from the following sources:  
   

   
Net investment income for the six months ended June 30, 2007 was derived from the following sources:  

   

   
5.    Junior Subordinated Debt  
 

The Company established four special purpose trusts between 2005 and 2007 for the purpose of issuing trust preferred securities. The 
proceeds from such issuances, together with the proceeds of the related issuances of common securities of the trusts, were invested by the trusts 
in junior subordinated debentures issued by the Company. As a result of FIN 46, the Company does not consolidate such special purpose trusts, 
as the Company is not considered to be the primary beneficiary under this accounting standard. The equity investment, totaling $3,714 as of 
June 30, 2007 on the Company’s consolidated balance sheet, represents the Company’s ownership of common securities issued by the trusts. 
The debentures require interest-only payments to be made on a quarterly basis, with principal due at maturity. The Company incurred $2,605 of 
placement fees in connection with these issuances which is being amortized over thirty years.  

 
The table below summarizes the Company’s trust preferred securities as of June 30, 2007:  
   

   

   

      
Investment 

income       
Net realized 
gain (loss)       

Net unrealized 
gain (loss)      Total    

Equity securities    $ 31   $ 559   $ 1,599   $ 2,189   
Cash and cash equivalents      57     -    -    57   
       88     559     1,599     2,246   
Less: Investment expenses      (55 )    -    -    (55 ) 

    $ 33   $ 559   $ 1,599   $ 2,191   

     Investment 
income    

Net realized gain 
(loss)     

Net unrealized 
gain (loss)     Total    

Equity securities    $ 105   $ 1,124   $ 588   $ 1,817   
Cash and cash equivalents      193     -    -    193   
       298     1,124     588     2,010   
Less: Investment expenses      (109 )    -    -    (109 ) 

     $ 189   $ 1,124   $ 588   $ 1,901   

Name of Trust  

  

  

Aggregate  
Liquidation 
Amount of  

Trust  
Preferred  
Securities       

Aggregate  
Liquidation 
Amount of  
Common  
Securities       

Aggregate  
Principal  
Amount  
of Notes       

Stated  
Maturity  
of Notes      

Per  
Annum  
Interest  
Rate of  
Notes    

  

AmTrust Capital Financing Trust I    $ 25,000   $ 774   $ 25,774     3/17/2035     8.275 %  (1) 

AmTrust Capital Financing Trust II  
  

  25,000     774     25,774     6/15/2035     7.710    

  
(1) 
  

AmTrust Capital Financing Trust III      30,000     928     30,928     9/15/2036     8.830   
  
(2) 

AmTrust Capital Financing Trust IV      40,000     1,238     41,238     3/15/2037     7.930   
  
(3) 

Total trust preferred securities    $ 120,000   $ 3,714   $ 123,714                 

(1)   The interest rate will change to three-month LIBOR plus 3.40% after the tenth anniversary.  
(2)   The interest rate will change to LIBOR plus 3.30% after the fifth anniversary.  
(3)   The interest rate will change to LIBOR plus 3.00% after the fifth anniversary.  
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6. Line of Credit  
 

The Company entered into an agreement for an unsecured line of credit on June 30, 2007 with JP Morgan Chase Bank, N.A. in the 
aggregate amount of $50,000. The line will be used for general corporate purposes as required, as well as collateral for letters of credit. The 
agreement matures on June 30, 2008.   Interest payments are required to be paid monthly on any unpaid principal and bears interest at a rate of 
LIBOR plus 150 basis points.  As of June 30, 2007 there was no outstanding balance on the line of credit. The Company has an outstanding 
letter of credit in place at June 30, 2007 for $8.3 million that reduced the availability on the line of credit to $41.7 million as of June 30, 2007.  
 
7.    Earnings Per Share  
 

The following, is a summary of the elements used in calculating basic and diluted earnings per share:  
 

   
As of June 30, 2007, there were less than 100 anti-dilutive securities excluded from diluted earnings per share.  

 

     Three Months Ended June 30,    Six Months Ended June 30,    
     2007    2006    2007    2006    
Income from continuing operations    $ 21,396   $ 9,553   $ 42,874   $ 18,812   
Income from discontinued operations      -    250     -    250   
Net income available to common shareholders    $ 21,396   $ 9,803   $ 42,874   $ 19,062   
                            
Weighted average number of common shares outstanding - 

basic      59,959     59,943     59,959     52,289   
Potentially dilutive shares:                            
Dilutive shares from stock-based compensation      576     -    338     -  
Weighted average number of common shares outstanding - 

dilutive      60,535     59,943     60,297     52,289   
                            
Basic earnings per common share:                            
Income from continuing operations    $ 0.36   $ 0.16   $ 0.72   $ 0.36   
Income from discontinued operations      -    -    -    -  
Net income available to common shareholders    $ 0.36   $ 0.16   $ 0.72   $ 0.36   
                            
Diluted earnings per common share:                            
Income from continuing operations    $ 0.35   $ 0.16   $ 0.71   $ 0.36   
Income from discontinued operations      -    -    -    -  
Net income available to common shareholders    $ 0.35   $ 0.16   $ 0.71   $ 0.36   
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8.    Share Based Compensation  
 

The Company’s 2005 Equity and Incentive Plan (“2005 Plan”) permits the Company to grant to officers, employees and non-
employee directors of the Company incentive compensation directly linked to the price of the Company’s stock. The Company grants options 
at prices equal to the closing stock price of the Company’s stock on the dates the options were granted. The Company recognizes compensation 
expense under SFAS No. 123(R) “Share-Based Payment” for its share-based payments based on the fair value of the awards. The fair value of 
each option grant is separately estimated for each vesting date. The fair value of each option is amortized into compensation expense on a 
straight-line basis between the grant date for the award and each vesting date. The Company has estimated the fair value of all stock option 
awards as of the date of the grant by applying the Black-Scholes-Merton multiple-option pricing valuation model. The application of this 
valuation model involves assumptions that are judgmental and highly sensitive in the determination of compensation expense. SFAS 123(R)’s 
fair value valuation method resulted in share-based expense (a component of salaries and benefits) in the amount of approximately $0.4 million 
and $0.8 million for the three and six months ended June 30, 2007, respectively compared to $0.2 million and $0.3 million for the three and six 
months ended June 30, 2006, respectively.  

 
The following schedule shows all options granted, exercised, expired and exchanged under the 2005 Plan for the six months ended 

June 30, 2006 and 2007:  
   

 
The weighted average grant date fair value of options granted during the first six months of 2007 was $10.72. As of June 30, 2007, 

there were approximately $4.8 million of total unrecognized compensation cost related to non-vested share-based compensation arrangements.  
 
9.    Comprehensive Income  
 

The following table summarizes the components of comprehensive income:  
 

 

     Number of 
Shares    

Amount Per 
Share    

Outstanding, December 31, 2005      -      
Granted      1,175   $ 7.00   
Outstanding, June 30, 2006      1,175   $ 7.00   
             
Outstanding, December 31, 2006      2,390   $ 7.00-7.50   
Granted      160     10.56-10.77   
Exercised      -    -  
Cancelled      (34 )    7.50   
Outstanding, June 30, 2007      2,516   $ 7.00-10.77   

     Three Months Ended June 30,    Six Months Ended June 30,    
     2007    2006    2007    2006    
Net income    $ 21,396   $ 9,803   $ 42,874   $ 19,062   
Unrealized holding gain      (1,489 )    (6,057 )    (5,320 )    (1,371 ) 
Reclassification adjustment      1,826     629     4,494     757   
Foreign currency translation      (1,943 )    3,056     (1,433 )    3,541   
Comprehensive income    $ 19,790   $ 7,431   $ 40,615     21,989   
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10.    Income Taxes  
 

Income tax expense for the three and six months ended June 30, 2007 was $8.6 million and $16.6 million, respectively, compared to 
$3.8 million and $7.1 million for the three and six months ended June 30, 2006. The following table reconciles the Company’s statutory federal 
income tax rate to its effective tax rate.  
 

   
We adopted FIN 48 on January 1, 2007. Under FIN 48, tax benefits are recognized only for tax positions that are more likely than not 

to be sustained upon examination by tax authorities. The amount recognized is measured as the largest amount of benefit that is greater than 50 
percent likely to be realized upon ultimate settlement. Unrecognized tax benefits are tax benefits claimed in tax returns that do not meet these 
recognition and measurement standards. The adoption did not have a material effect on the Company’s financial statements and we do not 
expect the change to have a significant impact on our results of operations or financial position during the next twelve months.  
   

As permitted by FIN 48, the Company also adopted an accounting policy to prospectively classify accrued interest and penalties 
related to any unrecognized tax benefits in its income tax provision.  Previously, the Company’s policy was to classify interest and penalties as 
an operating expense in arriving at pre-tax income.  At June 30, 2007, the Company does not have accrued interest and penalties related to any 
unrecognized tax benefits.  The years subject to potential audit varies depending on the tax jurisdiction.  Generally, the Company’s statutes are 
open for tax years ended December 31, 2003 and forward.  The Company’s major taxing jurisdictions include the U.S. (federal and state), the 
United Kingdom and Ireland.  
   
11.    Other Investments  
 

In February 2007, the Company participated with H.I.G. Capital, a Miami-based private equity firm, in financing H.I.G. Capital’s 
acquisition of Warrantech Corporation ("Warrantech") in a cash merger. The Company contributed $3,850 for a 27% equity interest in 
Warrantech. Additionally, the Company provided Warrantech with a $20,000 secured note due January 30, 2012 (note receivable - related 
party). Interest on the note is accrued monthly at a rate of 15% per annum and consists of a cash component at 11% per annum and 4% per 
annum for the issuance of additional notes (“PIK Notes”) in a principal amount equal to the interest not paid in cash on such date. Warrantech 
is an independent developer, marketer and third party administrator of service contracts and after-market warranties primarily for the motor 
vehicle and consumer products industries. The Company currently provides insurance coverage for Warrantech's consumer product programs 
and on certain nationwide warranty programs, which produced premiums of approximately $11 million during the first half of 2007. As the 
Company does not exhibit control over Warrantech, the Company accounts for this investment under the equity method. The Company 
recorded investment loss of approximately $0.2 million from its equity investment for the three and six months ended June 30, 2007. As of 
June 30, 2007 the carrying value of the note receivable was $20,336 (note receivable - related party).  
 

     Three Months Ended June 30,    Six Months Ended June 30,    
     2007    2006    2007    2006    
Income from continuing operations before provision for 

income taxes and minority interest    $ 32,184   $ 13,369   $ 61,374   $ 25,887   
Less: minority interest      2,191     -    1,901     -  
Income from continuing operations after minority interest 

before provision for income taxes    $ 29,993   $ 13,369   $ 59,473   $ 25,887   
                            
Income taxes at statutory rates    $ 10,498   $ 5,013   $ 20,816   $ 9,192   
Effect of income not subject to US taxation      (1,501 )    (1,197 )    (2,990 )    (2,117 )  
Other, net      (400 )    -    (1,227 )    -  
Provision for income taxes as shown on the consolidated 

statements of earnings    $ 8,597   $ 3,816   $ 16,599   $ 7,075   
GAAP effective tax rate      28.7 %   28.5 %    27.9 %   27.3 % 
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12.    Acquisitions  
 

 In April, 2007 the Company, through a subsidiary, acquired all the issued and outstanding stock of IGI Group, Ltd. (“IGI”), a United 
Kingdom specialty issuer. The acquisition should enable the Company to expand its presence in the United Kingdom through IGI’s distribution 
network and to leverage IGI’s experienced administration and claims handling capabilities. The results of operations have been included since 
the acquisition date. The Company recorded a preliminary purchase price of approximately $15.3 million, which included cash of $14.8 million 
and approximately $0.5 million of direct acquisition costs. The initial allocation of the purchase price resulted in goodwill and intangible assets 
of approximately $3 million and $8 million, respectively. The Company recorded intangible assets primarily for distribution networks and 
renewal rights which have useful lives that range between two and twenty years. The Company expects the final purchase price allocation to be 
completed by the end of 2007.  

 
In June 2007, the Company entered an agreement to acquire all of the issued and outstanding stock of Associated Industries Insurance 

Services, Inc., a Florida-based workers' compensation managing general agency, and its wholly-owned subsidiary, Associated Industries 
Insurance Company, Inc., a Florida workers' compensation insurer, also licensed in Alabama, Georgia and Mississippi (collectively, 
"Associated") for approximately $41.2 million. Consummation of the transaction is subject to regulatory approval and is expected to be 
completed in the third quarter of 2007. In 2004, the Company had previously acquired renewal rights to certain business from Associated and 
entered into a Production and Administration Agreement pursuant to which Associated produces business for AmTrust in the State of Florida. 
In 2006, Associated produced approximately $130 million in gross written premium, $58 million of which was written by AmTrust's wholly-
owned subsidiary, Technology Insurance Company, Inc.  

 
13.    Contingent Liabilities  
   

The Company’s insurance subsidiaries are named as defendants in various legal actions arising principally from claims made under 
insurance policies and contracts. Those actions are considered by the Company in estimating the loss and LAE reserves. The Company’s 
management believes the resolution of those actions will not have a material adverse effect on the Company’s financial position or results of 
operations.  

 
14.    Related Party Transaction  
   

On July 3, 2007, the Company entered into a master agreement with Maiden Holdings, Ltd. by which the Company agreed to cause its 
insurance company subsidiaries to enter into a multi-year quota share reinsurance agreement with Maiden Insurance Company, Ltd. ("MICL"), 
by which the insurance company subidiaries, effective July 1, 2007, would cede to MICL 40% of their premium and losses and transfer to 
MICL 40% of their unearned premium reserve. The insurnace company subsidiaries expect to be paid a ceding commission by MICL under the 
quota share agreement, which, initially, is expected to be 31% of ceded written premiums and may in later years be subject to upward and 
downward adjustments (subject to a maximum of 32% and a minimum of 30%) depending on the loss ratio on the ceded business. The 
proposed reinsurance agreement is expected to have a term of three years, subject to early termination events, with extensions for additional 
terms of three years unless either party elects not to renew.  

   
The Company also expects to offer MICL the opportunity to participate in the working layer of the January 1, 2008 scheduled renewal 

of the Company's workers' compensation excess of loss reinsurance program. The proposed reinsurance arrangements are subject to the 
negotiation and execution of the definitive reinsurance agreements.  

   
AmTrust, through subsidiaries, has entered into a reinsurance brokerage agreement and an asset management agreement with the new 

reinsurer, under which the Company receives a brokerage commission of 1.25% of reinsured premium and an annual asset management fee of 
0.35% of assets under management, repectively.  
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15.    Segments  
   

The Company currently operates three business segments, Workers’ Compensation Insurance; Specialty Risk and Extended Warranty 
Insurance; and Specialty Middle-Market Property and Casualty Insurance. The “Corporate & Other” segment represents the activities of the 
holding company including interest income attributed to holding company assets as well as a portion of fee revenue. In determining total assets 
(excluding cash and invested assets) by segment the Company identifies those assets that are attributable to a particular segment such as 
premium receivable, deferred acquisition cost, reinsurance recoverable and prepaid reinsurance while the remaining assets are allocated based 
on net written premium by segment. In determining cash and invested assets by segment the Company matches certain identifiable liabilities 
such as unearned premium and loss and loss adjustment expense reserves by segment. The remaining cash and invested assets are then 
allocated based on net written premium by segment. Investment income and realized gains (losses) are determined by calculating an overall 
annual return on cash and invested assets and applying that overall return to the cash and invested assets by segment. These operating segments 
are segments of the Company for which separate financial information is available and for which operating results are evaluated regularly by 
executive management in deciding how to allocate resources and in assessing performance.  
 

The following tables summarize business segments as follows:    
 

   

   

  

Workers’ 
compensation   

Specialty risk 
and extended 

warranty      

Specialty  
middle-
market 

property and  
casualty 

insurance      
Corporate  
and other      Total      

Three months ended June 30, 2007                             
Gross written premium    $ 78,306   $ 69,329   $ 62,385   $ -  $ 210,020   
Earned premium      65,911     33,327     31,182     -    130,420   
Investment income and other revenues      7,750     2,931     7,515     2,191     20,387   
Fee revenue      2,398     1,794     -    100     4,292   
Operating income from continuing operations      14,090     6,650     11,270     2,291     34,301   
Interest expense      1,085     784     662     -    2,531   
Income taxes      3,662     2,058     2,848     29     8,597   
Income from continuing operations      9,165     4,538     7,622     71     21,396   
                                  
Three months ended June 30, 2006                                  
Gross written premium    $ 59,241   $ 24,756   $ 29,735   $ -  $ 113,732   
Earned premium      49,934     9,280     13,219     2     72,435   
Investment income and other revenues      7,400     2,288     738     175     10,601   
Fee revenue      1,707     2,522     -    -    4,229   
Operating income from continuing operations      10,605     2,764     968     175     14,512   
Interest expense      539     223     268     -    1,030   
Income taxes      2,862     705     192     57     3,816   
Income from continuing operations      7,188     1,738     509     118     9,553   
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Workers’ 
compensation   

Specialty risk 
and extended 

warranty      

Specialty  
middle-
market 

property and  
casualty 

insurance      
Corporate  
and other      Total      

Six months ended June 30, 2007                             
Gross written premium    $ 168,102   $ 117,271   $ 114,320   $ -  $ 399,693   
Earned premium      131,120     58,027     59,965     -    249,112   
Investment income and other revenues      17,804     7,016     10,827     1,901     37,548   
Fee revenue      5,040     3,495     -    247     8,782   
Operating income from continuing operations      33,349     15,200     15,108     2,148     65,805   
Interest expense      2,045     1,214     1,076     -    4,335   
Income taxes      8,632     3,957     3,941     69     16,599   
Income from continuing operations      22,576     9,936     10,184     178     42,874   
                                  
Six months ended June 30, 2006                                  
Gross written premium    $ 128,470   $ 45,184   $ 63,356   $ -  $ 237,010   
Earned premium      99,479     24,597     18,169     -    142,245   
Investment income and other revenues      11,832     3,658     1,182     840     17,512   
Fee revenue      3,654     2,461     -    -    6,115   
Operating income from continuing operations      20,082     5,808     1,415     840     28,145   
Interest expense      1,231     402     610       -    2,243   
Income taxes      5,150     1,476     219     230     7,075   
Income from continuing operations      13,685     3,930     585     612     18,812   

   

  

Workers’ 
compensation   

Specialty risk 
and extended 

warranty      

Specialty  
middle-
market 

property and  
casualty 

insurance      
Corporate  
and other      Total      

As of June 30, 2007                             
Fixed assets    $ 5,401   $ 3,208   $ 2,841   $ -  $ 11,450   
Goodwill and intangible assets      18,501     13,079     8,796     -    40,376   
Total assets      812,204     384,869     431,382     25,495     1,653,950   
                                  
As of June 30, 2006                                  
Fixed assets    $ 5,909   $ 1,927   $ 2,928   $ -  $ 10,764   
Goodwill and intangible assets      16,369     2,500     9,934     -    28,803   
Total assets      621,192     224,598     48,774     25,000     919,564   
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16.    Subsequent Events  
   

On July 3, 2007, the Company entered into a master agreement with Maiden Holdings, Ltd. by which the Company agreed to cause its 
insurance company subsidiaries to enter into a multi-year quota share reinsurance agreement with Maiden Insurance Company, Ltd. ("MICL"), 
by which the insurance company subidiaries, effective July 1, 2007, would cede to MICL 40% of their premium and losses and transfer to 
MICL 40% of their unearned premium reserve. The insurnace company subsidiaries expect to be paid a ceding commission by MICL under the 
quota share agreement, which, initially, is expected to be 31% of ceded written premiums and may in later years be subject to upward and 
downward adjustments (subject to a maximum of 32% and a minimum of 30%) depending on the loss ratio on the ceded business. The 
proposed reinsurance agreement is expected to have a term of three years, subject to early termination events, with extensions for additional 
terms of three years unless either party elects not to renew.  

   
The Company also expects to offer MICL the opportunity to participate in the working layer of the January 1, 2008 scheduled renewal 

of the Company's workers' compensation excess of loss reinsurance program. The proposed reinsurance arrangements are subject to the 
negotiation and execution of the definitive reinsurance agreements.  

   
AmTrust, through subsidiaries, has entered into a reinsurance brokerage agreement and an asset management agreement with the new 

reinsurer, under which the Company receives a brokerage commission of 1.25% of reinsured premium and an annual asset management fee of 
0.35% of assets under management, repectively.  
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations  
 

The Company is a multinational specialty property and casualty insurer focused on generating consistent underwriting profits. We 
provide insurance coverage for small businesses and products with high volumes of insureds and loss profiles which we believe are predictable. 
We target lines of insurance that we believe generally are underserved by larger insurance carriers. The Company has grown by hiring teams of 
underwriters with expertise in our specialty lines and through acquisitions of access to distribution networks and renewal rights to established 
books of specialty insurance business. We have operations in three business segments:  
   

   

   

 
The Company transacts business through six insurance company subsidiaries: Technology Insurance Company, Inc. (“TIC”), 

Rochdale Insurance Company (“RIC”) and Wesco Insurance Company (“WIC”), which are domiciled in New Hampshire, New York and 
Delaware, respectively, and AmTrust International Insurance Ltd. (“AII”) and AmTrust International Underwriters Limited (“AIU”) and IGI 
Insurance Company, Ltd. (“IGI”), which are domiciled in Bermuda, Ireland and England, respectively.  

 
Insurance, particularly workers’ compensation, is, generally, affected by seasonality. The first quarter generally produces greater 

premiums than subsequent quarters. Nevertheless, the impact of seasonality on our small business workers’ compensation and specialty middle 
market segments has not been significant. We believe that this is because we serve many small businesses in different geographic locations. In 
addition, seasonality may have been muted by our acquisition activity. We believe that seasonality is likely to be more evident over time.  
 

We evaluate our operations by monitoring key measures of growth and profitability. We measure our growth by examining our net 
income, return on average equity, and our loss, expense and combined ratios. The following provides further explanation of the key measures 
that we use to evaluate our results:  
   

Gross Premium Written. Gross premiums written represent estimated premiums from each insurance policy that we write, including as 
part of an assigned risk pool, during a reporting period based on the effective date of the individual policy. Certain policies that are 
underwritten by the Company are subject to premium audit at that policy’s cancellation or expiration. The final actual gross premiums written 
may vary from the original estimate based on changes to the final rating parameters or classifications of the policy.  
   

Net Premium Written. Net premiums written are gross premiums written less that portion of premium that is ceded to third party 
reinsurers under reinsurance agreements. The amount ceded under these reinsurance agreements is based on a contractual formula contained in 
the individual reinsurance agreement.  
   

Net Premium Earned. Net premiums earned is the earned portion of our net premiums written. Insurance premiums are earned on a 
pro rata basis over the term of the policy. At the end of each reporting period, premiums written that are not earned are classified as unearned 
premiums and are earned in subsequent periods over the remaining term of the policy. Our workers’ compensation insurance policies typically 
have a term of one year. Thus, for a one-year policy written on July 1, 2007 for an employer with a constant payroll during the term of the 
policy, we would earn half of the premiums in 2006 and the other half in 2008. Our specialty risk and extended warranty coverages are earned 
over the estimated exposure time period. The terms vary depending on the risk and have an average duration of approximately 34 months, but 
range in duration from one month to 60 months.  
   

  ·  Workers’ compensation for small businesses (average premium less than $5,000 per policy) in the United States;  

  ·  Specialty risk and extended warranty coverage for consumer and commercial goods and custom designed coverages, such as accidental 
damage plans and payment protection plans offered in connection with the sale of consumer and commercial goods, in the United 
Kingdom, certain other European Union countries and the United States; and  

  ·  Specialty middle-market property and casualty insurance. We write commercial insurance for homogeneous, narrowly defined classes 
of insureds, requiring an in-depth knowledge of the insured’s industry segment, through general and other wholesale agents.  
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Net Loss Ratio . The net loss ratio is a measure of the underwriting profitability of an insurance company's business. Expressed as a 

percentage, this is the ratio of net losses and LAE incurred to net premiums earned.  
 

Net Expense Ratio . The net expense ratio is a measure of an insurance company's operational efficiency in administering its business. 
Expressed as a percentage, this is the ratio of the sum of policy acquisition expenses, salaries and benefits, and other insurance general and 
administrative expenses to net premiums earned.  

 
    Net Combined Ratio . The net combined ratio is a measure of an insurance company's overall underwriting profit. This is the sum of 

the net loss and net expense ratios. If the net combined ratio is at or above 100, an insurance company cannot be profitable without investment 
income, and may not be profitable if investment income is insufficient.  
 

    Annualized   Return on Equity. Return on equity is calculated by dividing net income (net income excludes results of discontinued 
operations as well as any currency gain or loss associated with discontinued operations on an after tax basis) by the average of shareholders’ 
equity.  
   

One of the key financial measures that we use to evaluate our operating performance is return on average equity. Our return on 
average equity was 23.1% and 12.9% for the three months ended June 30, 2007 and 2006, respectively and 23.8% and 17.9% for the six 
months ended June 30, 2007 and 2006, respectively. In addition, we target a net combined ratio of 95.0% or lower over the long term, while 
seeking to maintain optimal operating leverage in our insurance subsidiaries commensurate with our A.M. Best rating objectives. Our net 
combined ratio was 90.0% and 93.7% for the three months ended June 30, 2007 and 2006, respectively and 89.6% and 92.7% for the six 
months ended June 30, 2007 and 2006. We plan to write additional premiums without a proportional increase in expenses and further reduce 
the expense component of our net combined ratio over time.  
 
Critical Accounting Policies  
   

The Company’s discussion and analysis of its results of operations, financial condition and liquidity are based upon the Company’s 
consolidated financial statements, which have been prepared in accordance with U.S. generally accepted accounting principles. The preparation 
of these financial statements requires the Company to make estimates and judgments that affect the amounts of assets and liabilities, revenues 
and expenses and disclosure of contingent assets and liabilities as of the date of the financial statements. As more information becomes known, 
these estimates and assumptions could change, which would have an impact on actual results that may differ materially from these estimates 
and judgments under different assumptions. The Company has not made any changes in estimates or judgments that have had a significant 
effect on the reported amounts as previously disclosed in our Annual Report on Form 10-K for the fiscal period ended December 31, 2006.  
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Results of Operations  
 
Consolidated Results of Operations (Unaudited)  
   

   

     Three Months Ended   June 30,    Six Months Ended   June 30,    
     2007       2006    2007    2006    
Gross written premium    $ 210,020   $ 113,732   $ 399,693   $ 237,010   
                           
Net premium written    $ 163,522   $ 97,991   $ 324,141   $ 208,744   
Change in unearned premium      (33,102 )    (25,556 )    (75,029 )    (66,499 )  
Net earned premium      130,420     72,435     249,112     142,245   
Commission and fee income      4,292     4,229     8,782     6,115   
Net investment income      13,234     6,086     24,625     11,421   
Net realized gains on investments      4,962     4,515     11,022     6,091   
Other investment income on managed assets      2,191     -    1,901     -  
Total revenue      155,099     87,265     295,442     165,872   
                         
Loss and loss adjustment expense      84,999     46,884     159,556     90,658   
Policy acquisition expenses      17,447     8,149     32,030     16,472   
Salaries and benefits      9,921     6,614     18,933     11,732   
Other insurance general and administrative expense      5,004     6,256     12,578     13,039   
Other underwriting expenses      3,427     4,850     6,540     5,826   
       120,798     72,753     229,637     137,727   
Operating income from continuing operations      34,301     14,512     65,805     28,145   
                         
Other income (expense):                        
Foreign currency gain (loss)      629     (113 )    119     (15 )  
Loss from equity investment      (215 )    -    (215 )    -  
Interest expense      (2,531 )    (1,030 )    (4,335 )    (2,243 )  
Total other expense      (2,117 )    (1,143 )    (4,431 )    (2,258 )  
Income from continuing operations before provision for 

income taxes and minority interest      32,184     13,369     61,374     25,887   
                         
Provision for income taxes      8,597     3,816     16,599     7,075   
Minority interest in net loss of subsidiary      2,191     -    1,901     -  
Net income from continuing operations    $ 21,396   $ 9,553   $ 42,874   $ 18,812   
Gain from discontinued operations      -    250     -    250   
Net income    $ 21,396   $ 9,803   $ 42,874   $ 19,062   
                            
Key Measures:                        
Net loss ratio      65.2 %    64.7 %    64.0 %    63.7 % 
Net expense ratio      24.8 %    29.0 %    25.5 %    29.0 % 
Net combined ratio      90.0 %    93.7 %    89.6 %    92.7 % 
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Consolidated Result of Operations for the Three Months Ended June 30, 2007 and   2006  

 
    Gross Premium Written . Gross premium written increased $96.3 million or 84.7% from $113.7 million to $210.0 million for the three 

months ended June 30, 2006 and 2007, respectively. The increase was attributable to a $19.1 million increase in our small business workers’ 
compensation business, a $44.6 million increase in our specialty risk and extended warranty business and a $32.6 million increase in our 
specialty middle-market property and casualty business. The increase in the small business workers’ compensation segment related primarily to 
$8.3 million of additional premiums resulting from the acquisition from Muirfield Underwriters, Ltd. of its distribution network and the 
renewal rights to its existing business during the second quarter of 2006 as well as increased policies. The increase in premiums for the 
specialty risk and extended warranty segment resulted, primarily, from the underwriting of new coverage plans in the United States as well as 
the acquisition of IGI in the second quarter of 2007, which contributed $15.5 million of premiums. The increase in the specialty middle-market 
gross premiums written resulted, primarily, from the underwriting of new programs and the growth of existing programs.  
 

Net Premium Written . Net premium written increased $65.5 million or 66.9% from $98.0 million to $163.5 million for the three 
months ended June 30, 2006 and 2007, respectively. The increase was the result of an increase in gross premiums written in the three month 
periods. The increase by segment was: small business workers’ compensation - $16.4 million; specialty risk and extended warranty - $31.3 
million; and specialty middle market property and casualty - $17.8 million.  

 
    Net Premium Earned . Net premium earned increased $58.0 million or 80.1% from $72.4 million for the three months ended June 30, 

2006 to $130.4 million for the three months ended June 30, 2007. The increase resulted from increased net premiums written for the three 
months ended June 30, 2007, relative to net premiums written over the three months ended June 30, 2006. The increase by segment was: small 
business workers’ compensation - $16.0 million; specialty risk and extended warranty - $24.0 million; and specialty middle market property 
and casualty - $18.0 million.  
 

  Commission and   Fee Income. Commission and fee income was primarily flat as it increased $0.1 million or 1.5% from $4.2 million 
to $4.3 million for the three months ended June 30, 2006 and 2007, respectively.  
 

  Net Investment Income. Net investment income increased $7.1 million or 117.4% from $6.1 million to $13.2 million for the three 
months ended June 30, 2006 and 2007, respectively. The increase resulted from increased invested assets. Average invested assets (excluding 
equity securities) was approximately $862.0 million for the three months ended June 30, 2007 compared to approximately $569.9 million for 
the three months ended June 30, 2006, an increase of $292.1 million or 51.2%. In addition, yields on the Company’s fixed maturities have 
increased over the same time period from 4.4% to 6.1%.  

 
    Net Realized Gains on Investments. Net realized gains on investments for the three months ended June 30, 2007 were $5.0 million, 

compared to $4.5 million for the same period in 2006. The increase related to the increase in the average assets held in our equity portfolio 
during the period and the realization of gains on certain value stocks in the portfolio due to active portfolio management.  
 

    Loss and Loss Adjustment Expenses. Loss and loss adjustment expenses increased $38.1 million or 81.3% from $46.9 million for the 
three months ended June 30, 2006 to $85.0 million for the three months ended June 30, 2007. The Company’s loss ratio for the three months 
ended June 30, 2007 increased to 65.2% from 64.7% for the three months ended June 30, 2006. The Company’s overall loss ratio has remained 
relatively consistent over the periods.  

   
Policy Acquisition Expense, Salaries and Benefits Expense and Other Insurance General and Administrative Expense. Policy 

acquisition expense, salaries and benefits expense and other insurance general and administrative expense increased $11.4 million or 54.0% 
from $21.0 million for the three months ended June 30, 2006 to $32.4 million for the three months ended June 30, 2007. The expense ratio for 
the same periods decreased from 29.0% to 24.8%, respectively. The reduction in the expense ratio resulted from achieved growth in earned 
premiums while leveraging existing Company infrastructure.  
 

Operating Income from Continuing Operations. Income from continuing operations increased $19.8 million or 136.6% from $14.5 
million to $34.3 million for the three months ended June 30, 2006 and 2007, respectively. This increase is attributable to strong growth in 
revenue and investment income combined with a consistent loss ratio and an improvement in the net expense ratio.  
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Interest Expense. Interest expense for the three months ended June 30, 2007 was $2.5 million, compared to $1.0 million for the same 

period in 2006. The increase was primarily attributable to interest expense on $30.0 million and $40.0 million of junior subordinated 
debentures issued by the Company in July, 2006 and March, 2007, respectively.  

 
    Income Tax Expense (Benefit). Income tax expense for three months ended June 30, 2007 was $8.6 million which resulted in an 

effective tax rate of 28.7%. Income tax expense for three months ended June 30, 2006 was $3.8 million which resulted in an effective tax rate 
of 28.5%.  

 
Consolidated Result of Operations for the Six Months Ended June 30, 2007 and   2006  

 
    Gross Premium Written . Gross premium written increased $162.7 or 68.6% from $237.0 million for the six months ended June 30, 

2006 to $399.7 million for the six months ended June 30, 2007. The increase was attributable to a $39.6 million increase in our small business 
workers’ compensation business, a $72.1 million increase in our specialty risk and extended warranty business and a $51.0 million increase in 
our specialty middle-market property and casualty business. The increase in the Small Business Workers’ Compensation segment related 
primarily to $18.2 million of additional premiums resulting from the acquisition from Muirfield Underwriters,Ltd. of its distribution network 
and the renewal rights to its existing business during the second quarter of 2006. Additionally, premium rates and policy counts increased 
approximately five percent and one percent, respectively in the first six months of 2007 compared to the first six months of 2006. The increase 
in premiums for the specialty risk and extended warranty segment resulted, primarily, from the underwriting of new coverage plans in the 
United States and the acquisition of IGI in the second quarter of 2007, which contributed $15.5 million of premiums. The increase in the 
specialty middle-market gross premiums written resulted from, primarily, from the underwriting of new programs and the growth of existing 
programs.  
 

Net Premium Written. Net premium written increased $115.4 million or 55.3% from $208.7 million to $324.1 million for the six 
months ended June 30, 2006 and 2007, respectively. The increase resulted from an increase of gross premiums written in the six months ended 
June 30, 2007. The increase by segment was: small business workers’ compensation - $38.3 million; specialty risk and extended warranty - 
$53.5 million; and specialty middle market property and casualty - $23.6 million.  

 
    Net Premium Earned . Net premium earned increased $106.9 million or 75.2% from $142.2 million for the six months ended June 30, 

2006 to $249.1 million for the six months ended June 30, 2007. The increase resulted from increased net premiums written for the six months 
ended June 30, 2007, relative to net premiums written over the six months ended June 30, 2006. The increase by segment was: small business 
workers’ compensation - $31.6 million; specialty risk and extended warranty - $33.4 million; and specialty middle market property and 
casualty - $41.9 million.  
 

  Commission and   Fee Income. Commission and fee income increased $2.7 million or 43.6% from $6.1 million to $8.8 million for 
the six months ended June 30, 2006 and 2007, respectively. The increase resulted from the awarding of a contract to the Company, effective 
January 1, 2007 to administer a portion of the Virginia Workers’ Compensation Insurance Plan and fees for warranty administration from 
specialty risk and extended warranty customers for which a subsidiary of the Company acts as warranty administrator.  
 

  Net Investment Income. Net investment income increased $13.2 million or 115.6% from $11.4 million to $24.6 million for the six 
months ended June 30, 2006 and 2007, respectively. The increase resulted from an increase of average invested assets. Average invested assets 
(excluding equity securities) were approximately $821.6 million for the six months ended June 30, 2007 compared to approximately $479.8 
million for the six months ended June 30, 2006, an increase of $341.8 million or 71.3%. In addition, yields on the Company’s fixed maturities 
have increased over the same time period from 4.8% to 6.0%.  

 
    Net Realized Gains on Investments. Net realized gains on investments for the six months ended June 30, 2007 were $11.0 million, 

compared to $6.1 million for the same period in 2006. The increase relates to the increase in the average assets held in our equity portfolio 
during the period and the realization of gains on certain value stocks in the portfolio due to active portfolio management.  
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    Loss and Loss Adjustment Expenses. Loss and loss adjustment expenses increased $68.9 million or 76.0% from $90.7 million for the 

six months ended June 30, 2006 to $159.6 million for the six months ended June 30, 2007. The Company’s loss ratio for the six months ended 
June 30, 2007 increased to 64.0% from 63.7% for the six months ended June 30, 2006. The Company’s overall loss ratio has remained 
relatively consistent over the periods.  
   

Policy Acquisition Expense, Salaries and Benefits Expense and Other Insurance General and Administrative Expense. Policy 
acquisition expense, salaries and benefits expense and other insurance general and administrative expense increased $22.3 million or 54.1% 
from $41.2 million for the six months ended June 30, 2006 to $63.5 million for the six months ended June 30, 2007. The expense ratio for the 
same periods decreased from 29.0% to 25.5%, respectively. The reduction in the expense ratio resulted from achieved growth in earned 
premiums while leveraging existing Company infrastructure.  
 

Operating Income from Continuing Operations. Income from continuing operations increased to $65.8 million for the six months 
ended June 30, 2007, from $28.1 million for the six months ended June 30, 2006, an increase of $37.7 million or 133.8%. This increase is 
attributable to strong growth in revenue combined with a consistent loss ratio and an improvement in the net expense ratio.  

 
Interest Expense. Interest expense for the six months ended June 30, 2007 was $4.3 million, compared to $2.2 million for the same 

period in 2006. The increase was primarily attributable to interest expense on $30.0 million and $40.0 million of junior subordinated 
debentures issued by the Company in July, 2006 and March, 2007, respectively.  

 
Income Tax Expense (Benefit). Income tax expense for six months ended June 30, 2007 was $16.6 million resulting in an effective tax 

rate of 27.9%. Income tax expense for six months ended June 30, 2006 was $7.1 million which resulting in an effective tax rate of 27.3%.  
   

Small Business Workers’ Compensation Segment (Unaudited)  
   

   

     Three Months Ended   June 30,    Six Months Ended   June 30,    
     2007     2006    2007     2006    
Gross premium written    $ 78,306   $ 59,241   $ 168,102   $ 128,470   
                     
Net premium written      67,462     51,097     152,926     114,596   
Change in unearned premium      (1,551 )    (1,163 )    (21,806 )    (15,117 )  
Net premium earned      65,911     49,934     131,120     99,479   
                     
Loss and loss adjustment expense      41,557     29,295     80,381     59,301   
Policy acquisition expenses      9,444     6,139     18,684     13,928   
Salaries and benefits      5,384     4,777     10,232     8,205   
Other insurance general and administrative expense      2,638     5,000     6,908     9,119   
       59,023     45,211     116,205     90,553   
Net premiums earned less expenses included in combined 

ratio    $ 6,888   $ 4,723   $ 14,915   $ 8,926   
                     
Key Measures:                    
Net loss ratio      63.0 %    58.7 %    61.3 %    59.6 % 
Net expense ratio      26.5 %    31.9 %    27.3 %    31.4 % 
Net combined ratio      89.5 %    90.5 %    88.6 %    91.0 % 
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Small Business Workers’ Compensation Segment Results of Operations for the Three Months Ended June 30, 2007 and   2006  

 
  Gross Premium Written . Gross premium written increased $19.1 or 32.2% from $59.2 million for the three months ended June 30, 

2006 to $78.3 million for the three months ended June 30, 2007. The increase in the Small Business Workers’ Compensation segment related 
primarily to $8.3 million of additional premiums resulting from the acquisition from Muirfield Underwriters, Ltd. of its distribution network 
and the renewal rights to its existing business during the second quarter of 2006. Additionally, in 2007 premium rates and policies issued 
increased approximately two and one percent, respectively.  
 

  Net Premium Written . Net premium written increased $16.4 million or 32.0% from $51.1 million to $67.5 million for the three 
months ended June 30, 2006 and 2007, respectively. The increase was the result of an increase in gross premiums written in 2007.  
 

  Net Premium Earned . Net premium earned increased $16.0 million or 32.0% from $49.9 million for the three months ended June 30, 
2006 to $65.9 million for the three months ended June 30, 2007. The increase was the result of the increase in net premiums written.  
   

Loss and Loss Adjustment Expenses. Loss and loss adjustment expenses increased $12.3 million or 41.9% from $29.3 million for the 
three months ended June 30, 2006 to $41.6 million for the three months ended June 30, 2007. The Company’s loss ratio for the segment for the 
three months ended June 30, 2007 increased to 63.0% from 58.7% for the three months ended June 30, 2006. The loss ratio increased 
approximately 1.0% percent as a result of higher assumed losses from NCCI involuntary workers’ compensation reinsurance pools and 
approximately 1.4% because of a decline in the earned but unbilled premium as calculated at the end of the second quarter. The decrease in 
earned but unbilled premium results from refinements in the Company’s systems for billing premium, which has enabled the Company to 
reduce the amount of earned premium that is unbilled at the expiration of a policy. The remaining increase resulted from revised actuarially 
projected ultimate losses based on the Company’s experience.  
   

  Policy Acquisition Expense, Salaries and Benefits Expense and Other Insurance General and Administrative Expense. Policy 
acquisition expense, salaries and benefits expense and other insurance general and administrative expense increased $1.6 million or 9.7% from 
$15.9 million for the three months ended June 30, 2006 to $17.5 million for the three months ended June 30, 2007. The expense ratio decreased 
from 31.9% for the three months ended June 30, 2006 to 26.5% for the three months ended June 30, 2007. The reduction in the expense ratio 
resulted from achieved growth in earned premiums while leveraging existing Company infrastructure.  
 

  Net Premiums Earned less Expenses Included in Combined Ratio (Underwriting Income).   Net premiums earned less expenses 
included in combined ratio increased $2.2 million or 45.8% from $4.7 million for the three months ended June 30, 2006 to $6.9 million for the 
three months ended June 30, 2006. This increase is attributable to strong growth in revenue combined with improvements in the expense ratio.  

 
Small Business Workers’ Compensation Segment Results of Operations for the Six Months Ended June 30, 2007 and   2006  

 
  Gross PremiumWritten. Gross premium written increased $39.6 million or 30.8% from $128.5 million for the six months ended June 

30, 2006 to $168.1 million for the six months ended June 30, 2007. The increase in the Small Business Workers’ Compensation segment 
related primarily from $18.2 million of additional premiums resulting from the acquisition from Muirfield Underwriters, Ltd. of its distribution 
network and the renewal rights to its existing business during the second quarter of 2006. Additionally, premium rates and policy counts 
increased approximately five and one percent, respectively, in the first six months of 2007 compared to the first six months of 2006.  

 
  Net Premium Written . Net premium written increased $38.3 million or 33.4% from $114.6 million to $152.9 million for the six 

months ended June 30, 2006 and 2007, respectively. The increase resulted from an increase in gross premiums written in 2007.  
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  Net Premium Earned . Net premium earned increased $31.6 million or 31.8% from $99.5 million for the six months ended June 30, 

2006 to $131.1 million for the six months ended June 30, 2007. The increase resulted from the increase in net premiums written.  
   

Loss and Loss Adjustment Expenses. Loss and loss adjustment expenses increased $21.1 million or 35.5% from $59.3 million for the 
six months ended June 30, 2006 to $80.4 million for the six months ended June 30, 2007. The Company’s loss ratio for the segment for the six 
months ended June 30, 2007 increased to 61.3% from 59.6% for the six months ended June 30, 2006. Approximately 0.5% of the increase 
resulted from a decline in the earned but unbilled premium as calculated at the end of the second quarter. The remaining 1.2% increase resulted 
from revised actuarially projected ultimate losses based on the Company’s experience.  
   

  Policy Acquisition Expense, Salaries and Benefits Expense and Other Insurance General and Administrative Expense. Policy 
acquisition expense, salaries and benefits expense and other insurance general and administrative expense increased $4.5 million or 14.6% 
from $31.3 million for the six months ended June 30, 2006 to $35.8 million for the six months ended June 30, 2007. The expense ratio 
decreased from 31.4% for the six months ended June 30, 2006 to 27.3% for the six months ended June 30, 2007. The reduction in the expense 
ratio resulted from achieved growth in earned premiums while leveraging existing Company infrastructure.  
 

  Net Premiums Earned less Expenses Included in Combined Ratio (Underwriting Income).   Net premiums earned less expenses 
included in combined ratio increased $6.0 or 67.1% from $8.9 million for the six months ended June 30, 2006 to $14.9 million for the six 
months ended June 30, 2006. This increase is attributable to strong growth in revenue combined with improvements in the expense ratio.  
 
Specialty Risk and Extended Warranty Segment (Unaudited)   
   

   
Specialty Risk and Extended Warranty Segment Results of Operations for the Three Months Ended June 30, 2007 and   2006  
 

Gross PremiumWritten . Gross premium written increased $44.6 million or 180.0% from $24.8 million for the three months ended 
June 30, 2006 to $69.3 million for the three months ended June 30, 2007. The increase in premium resulted, primarily, from the underwriting of 
new coverage plans in the United States and the acquisition of IGI in the second quarter of 2007, which contributed $15.5 million of premiums. 
   

     Three Months Ended   June 30,    Six Months Ended   June 30,    
     2007     2006     2007     2006    
Gross premium written    $ 69,329   $ 24,756   $ 117,271   $ 45,184   
                     
Net premium written      52,491     21,145     90,802     37,379   
Change in unearned premium      (19,164 )    (11,865 )    (32,775 )    (12,783 )  
Net premium earned      33,327     9,280     58,027     24,596   
                     
Loss and loss adjustment expense      24,102     10,069     42,012     20,675   
Policy acquisition expenses      2,394     -    2,394     -  
Salaries and benefits      1,855     906     4,086     2,029   
Other insurance general and administrative expense      605     (323 )    1,980     1,659   
       28,956     10,652     50,472     24,363   
Net premiums earned less expenses included in combined 

ratio    $ 4,371   $ (1,372 )  $ 7,555   $ 233   
                     
Key Measures:                    
Net loss ratio      72.3 %    108.5 %    72.4 %    84.1 % 
Net expense ratio      14.6 %    6.3 %    14.6 %    15.0 % 
Net combined ratio      86.9 %    114.8 %    87.0 %    99.1 % 
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Net Premium Written . Net premium written increased $31.3 million or 148.2% from $21.2 million to $52.5 million for the three 

months ended June 30, 2006 and 2007, respectively. The increase was the result of an increase in gross premiums written in 2007. In addition, 
the Company has chosen not to reinsure certain new coverage plans underwritten in the United States. As a result, the Company ceded a 
smaller percentage of gross premiums written to its reinsurers.  
 

Net Premium Earned . Net premiums earned increased $24.0 million or 259.1% from $9.3 million for the three months ended June 30, 
2006 to $33.3 million for the three months ended June 30, 2007. The increase was the result of the increase in net premiums written.  
 

Loss and Loss Adjustment Expenses. Loss and loss adjustment expenses increased $14.0 million or 139.1% from $10.1 million for the 
three months ended June 30, 2006 to $24.1 million for the three months ended June 30, 2007. The loss ratio for the segment for the three 
months ended June 30, 2007 decreased to 72.3% from 108.5% for the three months ended June 30, 2006. The decrease is primarily the result of 
the Company discontinuing a 2006 program from its European book of business.  
   

      Policy Acquisition Expense, Salaries and Benefits Expense and Other Insurance General and Administrative Expense. Policy 
acquisition expense, salaries and benefits expense and other insurance general and administrative expense increased $4.3 million or 732.6% 
from $0.6 million for the three months ended June 30, 2006 to $4.9 million for the three months ended June 30, 2007. The expense ratio for the 
same periods increased from 6.3% to 14.6%, respectively. A majority of the increase, $2.4 million, was a result of the Company’s acquisition 
during the second quarter of IGI, which, because of the structure of its programs, incurs certain commission expenses.  

 
Net Premiums Earned less Expenses Included in Combined Ratio (Underwriting Income).   Net premiums earned less expenses 

included in combined ratio increased $5.7 million from $(1.3) million for the three months ended June 30, 2006 to $4.4 million for the three 
months ended June 30, 2007. This increase is attributable to growth in revenue and an improvement in the loss ratio partially offset by the 
increase in the expense ratio.  
 
Specialty Risk and Extended Warranty Segment Results of Operations for the Six Months Ended June 30, 2007 and   2006  
 

Gross Premium Written . Gross premium written increased $72.1 million or 159.5% from $45.2 million for the six months ended June 
30, 2006 to $117.3 million for the six months ended June 30, 2007. The increase in premium resulted, primarily, from the underwriting of new 
coverage plans in the United States as well as the acquisition of IGI in the second quarter of 2007, which contributed $15.5 million of 
premiums.  
   

Net Premium Written . Net premium written increased $53.4 million or 142.9% from $37.4 million to $90.8 million for the six months 
ended June 30, 2006 and 2007, respectively. The increase resulted from an increase in gross premiums written in 2007. In addition, the 
Company has chosen not to reinsure certain new coverage plans underwritten in the United States. As a result, the Company ceded a smaller 
percentage of gross premiums written to its reinsurers.  
 

Net Premiums Earned . Net premium earned increased $33.4 million or 135.9% from $24.6 million for the six months ended June 30, 
2006 to $58.0 million for the six months ended June 30, 2007. This increase was the result of the increase in net premiums written.  
 

Loss and Loss Adjustment Expenses. Loss and loss adjustment expenses increased $21.3 million or 103.2% from $20.7 million for the 
six months ended June 30, 2006 to $42.0 million for the six months ended June 30, 2007. The loss ratio for the segment for the six months 
ended June 30, 2007 decreased to 72.4% from 84.1% for the six months ended June 30, 2006. The decrease is primarily the result of the 
Company discontinuing a 2006 program from its European book of business.  
   

    Policy Acquisition Expense, Salaries and Benefits Expense and Other Insurance General and Administrative Expense. Policy 
acquisition expense, salaries and benefits expense and other insurance general and administrative expense increased $4.8 million or 129.4% 
from $3.7 million for the six months ended June 30, 2006 to $8.5 million for the six months ended June 30, 2007. The expense ratio for the 
same periods decreased from 15.0% to 14.6%, respectively. The reduction in the expense ratio resulted from growth in earned premiums 
without a proportionate growth in related expenses. In addition, certain corporate expenses are allocated to each business segment based on the 
relative premium of that segment. As such, the corporate overhead allocated to specialty risk and extended warranty decreased as premiums in 
the other segments increased.  
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Net Premiums Earned less Expenses Included in Combined Ratio (Underwriting Income).   Net premiums earned less expenses 

included in combined ratio increased $7.3 million from $0.2 million for the six months ended June 30, 2006 to $7.5 million for the six months 
ended June 30, 2007. This increase is attributable to growth in revenue and an improvement in the loss ratio and expense ratio.  

   
Specialty Middle Market Property and Casualty Segment Results of Operations (Unaudited)    
 

 
Specialty Middle Market Segment Result of Operations for the Three Months Ended June 30, 2007 and   2006  
 

Gross Premium Written . Gross premium increased $32.7 million or 109.8% from $29.7 million for the three months ended June 30, 
2006 to $62.4 million for the three months ended June 30, 2007. The increase consisted of $16.1 million resulting from increases in 
commercial automobile, commercial general liability and workers' compensation program business. A majority of the $16.1 million increase, or 
$14.3 million, related to commercial automobile programs. In addition, the increase includes $8.8 million in gross premiums written which is 
fully reinsured by HSBC Insurance Company of Delaware pursuant to an agreement entered into in connection with the Company’s acquisition 
of Wesco Insurance Company in June 2006.  
 

  Net Premiums Written . Net premium increased $17.8 million or 69.2% from $25.8 million for the three months ended June 30, 2006 
to $43.6 million for the three months ended June 30, 2007. The increase was the result of the increase in gross premiums written in 2007.  

 
  Net Premiums Earned . Net premium earned increased $18.0 million or 135.9% from $13.2 million for the three months ended June 

30, 2006 to $31.2 million for the three months ended June 30, 2007. The increase resulted from an increase in net premiums written.  
   

Loss and Loss Adjustment Expenses. Loss and loss adjustment expenses increased $11.8 million or 157.2% from $7.5 million for the 
three months ended June 30, 2006 compared to $19.3 million for the three months ended June 30, 2007. The loss ratio for the segment 
increased for the three months ended June 30, 2007 to 62.0% from 56.9% for the three months ended June 30, 2006. The increase resulted from 
a increase in the Company’s actuarially projected ultimate losses based on the Company’s loss experience.  

 
Policy Acquisition Expense, Salaries and Benefits Expense and Other Insurance General and Administrative Expense. Policy 

acquisition expense, salaries and benefits expense and other insurance general and administrative expense increased $5.5 million or 122.5% 
from $4.5 million for the three months ended June 30, 2006 to $10.0 million for the three months ended June 30, 2007. The expense ratio 
decreased from 34.2% for the three months ended June 30, 2006 to 32.2% for the three months ended June 30, 2007. The reduction in the 
expense ratio is the result of growth in earned premiums without a proportionate increase in related expenses which the Company achieved by 
leveraging existing personnel and infrastructure.  
   

      Three Months Ended   June 30,    Six Months Ended   June 30,    
     2007     2006     2007    2006    
Gross premium written    $ 62,385   $ 29,735   $ 114,320   $ 63,356   
                     
Net premium written      43,570     25,748     80,413     56,769   
Change in unearned premium      (12,388 )    (12,529 )    (20,448 )    (38,600 )  
Net premiums earned      31,182     13,219     59,965     18,169   
                     
Loss and loss adjustment expense      19,340     7,520     37,163     10,682   
Policy acquisition expenses      5,609     2,009     10,952     2,544   
Salaries and benefits      2,682     931     4,614     1,499   
Other insurance general and administrative expense      1,762     1,579     3,690     2,261   
       29,393     12,039     56,419     16,986   
Net premiums earned less expenses included in combined 

ratio    $ 1,789   $ 1,180   $ 3,546   $ 1,183   
                     
Key Measures:                    
Net loss ratio      62.0 %    56.9 %    62.0 %    58.8 % 
Net expense ratio      32.2 %    34.2 %    32.1 %    34.7 % 
Net combined ratio      94.3 %    91.1 %    94.1 %    93.5 % 



27 



   
Net Premiums Earned less Expenses Included in Combined Ratio (Underwriting Income).   Net premiums earned less expenses 

included in combined ratio were $1.8 million and $1.2 million for the three months ended June 30, 2007 and 2006, respectively. This increase 
is attributable to growth in revenue and improvements in the expense ratio offset by an increase in the loss ratio.  
 
Specialty Middle Market Segment Result of Operations for the Six Months Ended June 30, 2007 and   2006  
 

Gross Premium Written . Gross premium increased $51.0 million or 80.4% from $63.4 million for the six months ended June 30, 2006 
to $114.3 million for the six months ended June 30, 2007. The increase consisted of $36.1 million resulting from increases in commercial 
automobile, commercial general and other liability. A majority of the $36.1 increase, or $24.3 million, related to commercial automobile 
programs. In addition, the increase includes $14.9 million in gross premiums written which is fully reinsured by HSBC Insurance Company of 
Delaware pursuant to an agreement entered into in connection with the Company’s acquisition of Wesco Insurance Company in June 2006.  
 

  Net Premiums Written . Net premium increased $23.6 million or 41.6% from $56.8 million to $80.4 million for the six months ended 
June 30, 2006 and June 30, 2007, respectively. The increase was the result of the increase in gross premiums written in 2007.  

 
  Net Premiums Earned . Net premium earned increased $41.8 million or 230.0% from $18.2 million for the six months ended June 30, 

2006 to $60.0 million for the six months ended June 30, 2007. The increase resulted from an increase in net premiums written.  
   

Loss and Loss Adjustment Expenses. Loss and loss adjustment expenses increased $26.5 million or 247.9% from $10.7 million for the 
six months ended June 30, 2006 compared to $37.2 million for the six months ended June 30, 2007. The loss ratio for the segment increased for 
the six months ended June 30, 2007 to 62.0% from 58.8% for the six months ended June 30, 2006. The increase resulted from an increase in the 
Company’s actuarially projected ultimate losses based on the Company’s loss experience.  

 
Policy Acquisition Expense, Salaries and Benefits Expense and Other Insurance General and Administrative Expense. Policy 

acquisition expense, salaries and benefits expense and other insurance general and administrative expense increased $13.0 million or 205.5% 
from $6.3 million for the six months ended June 30, 2006 to $19.3 million for the six months ended June 30, 2007. The expense ratio decreased 
from 34.7% for the six months ended June 30, 2006 to 32.1% for the six months ended June 30, 2007. The reduction in the expense ratio is the 
result of growth in earned premiums without a proportionate increase in related expenses which the Company achieved by leveraging existing 
personnel and infrastructure.  
 

Net Premiums Earned less Expenses Included in Combined Ratio (Underwriting Income).   Net premiums earned less expenses 
included in combined ratio increased $2.3 million or 199.7% from $1.2 million to $3.5 million for the six months ended June 30, 2006 and 
2007, respectively. This increase is attributable to growth in revenue and improvements in the expense ratio offset by increases to the loss ratio. 
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Liquidity   and Capital Resources  
 

Our principal sources of operating funds are premiums, investment income and proceeds from sales and maturities of investments. Our 
primary uses of operating funds include payments of claims and operating expenses. Currently, we pay claims using cash flow from operations 
and invest our excess cash primarily in fixed maturity and equity securities. We forecast claim payments based on our historical trends. We 
seek to manage the funding of claim payments by actively managing available cash and forecasting cash flows on short-term and long-term 
bases. Cash payments for claims were $85.6 million and $52.6 million in the six months ended June 30, 2007 and 2006, respectively. We 
expect cash flow from operations should be sufficient to meet our anticipated claim obligations. We further expect that projected cash flow 
from operations and the issuance of junior subordinated debentures in the amount of $40 million should provide us sufficient liquidity to fund 
our current operations and anticipated growth for at least the next twelve months.  
   

However, if our growth attributable to acquisitions, internally generated growth or a combination of these exceeds our projections, we 
may have to raise additional capital sooner to support our growth. The following table is summary of our statement of cash flows:  
   

   
The increase in the cash provided by operating activities from 2006 to 2007 reflects the growth in premium and associated increase in 

cash receipts during the period.  
 

Cash used in investing activities during the period represents, primarily, the net purchases (purchases less sales) of investments. For 
the six months ended June 30, 2007, the Company’s net purchases of fixed income securities totaled approximately $112 million, net purchases 
of equity securities totaled approximately $13 million and net purchases of other investments totaled approximately $10 million. During 2007, 
the Company had acquisition costs of approximately $12.5 million and additionally the Company provided approximately $18 million related 
to a secured note (see Note 11) in connection with the Warrantech transaction.  For the six months ended June 30, 2006, the Company’s net 
purchases of fixed income securities totaled approximately $180 million, net purchases of equity securities totaled approximately $28 million 
and acquisition costs were approximately $8 million.  
   

 Cash provided by financing activities for the six months ended June 30, 2007 consisted primarily of cash proceeds of $86 million 
from entering into a reverse purchase agreement, $40 million generated by the issuance of additional junior subordinated debt in connection 
with the issuance of trust preferred securities offset by dividend payments of $2.4 million. Cash provided by financing activities for the six 
months ended June 30, 2006 consisted of approximately $166 million generated by the net proceeds of the issuance of 25.6 million shares of 
common stock in a private placement off-set by the repayment of short term borrowings of approximately $25 million.  
 
Recent Transactions  
 

In June 2007, the Company entered an agreement to acquire all of the issued and outstanding stock of Associated Industries Insurance 
Services, Inc., a Florida-based workers' compensation managing general agency, and its wholly-owned subsidiary, Associated Industries 
Insurance Company, Inc., a Florida workers' compensation insurer, also licensed in Alabama, Georgia and Mississippi (collectively, 
"Associated") for approximately $41.2 million. Consummation of the transaction is subject to regulatory approval and is expected to be 
completed in the third quarter of 2007. In 2004, the Company had previously acquired renewal rights to certain business from Associated and 
entered into a Production and Administration Agreement pursuant to which Associated produces business for AmTrust in the State of Florida. 
In 2006, Associated produced approximately $130 million in gross written premium, $58 million of which was written by AmTrust's 
subsidiary, Technology Insurance Company, Inc.  
   

     Six Months Ended   June 30,    
     2007     2006    

Cash and cash equivalents provided by (used in):              
Operating activities    $ 116,362   $ 73,886   
Investing activities      (166,871 )    (218,651 ) 
Financing activities      120,598     141,279   
Change in cash and cash equivalents    $ 70,089   $ (3,486 ) 
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Line of Credit  
 

The Company entered into an agreement for an unsecured line of credit on June 30, 2007 with JP Morgan Chase Bank, N.A. in the 
aggregate amount of $50 million. The line will be used for general corporate purposes as required, as well as collateral for letters of credit. The 
agreement matures on June 30, 2008.   Interest payments are required to be paid monthly on any unpaid principal and bears interest at LIBOR 
plus 150 basis points.  As of June 30, 2007 there was no outstanding balance on the line of credit. The Company has an outstanding letter of 
credit in place at June 30, 2007 for $8.3 million that reduced the availability on the line of credit to $41.7 million as of June 30, 2007.  
 
Junior Subordinated Debt  
 

On March 22, 2007, the Company issued $40 million in principal amount of junior subordinated debentures (the “New Debentures”) 
in connection with the issuance of trust preferred securities by a trust pursuant to an indenture with Wilmington Trust Company, as trustee. The 
New Debentures mature on March 15, 2037 and bear interest at a rate per annum of 7.93% until March 15, 2012 and, thereafter, at a floating 
rate per annum equal to the sum of the three-month London Interbank Offered Rate for U.S. dollars (LIBOR) determined each quarter plus 
three percent. The New Debentures are redeemable at the Company’s election after March 15, 2012. The Company incurred placement fees in 
the amount of $0.8 million in connection with the financing which will be amortized over 30 years.  

 
Reinsurance  
 

We purchase excess of loss workers’ compensation reinsurance to protect us from the impact of large losses. Under this reinsurance 
program, we pay our reinsurers a percentage of our net or gross earned insurance premiums, subject to certain minimum reinsurance premium 
requirements. Our reinsurance program for 2007 includes multiple reinsurers in five layers of reinsurance that provide us with coverage in 
excess of a certain specified amount per loss occurrence, or retention level. Our reinsurance program for 2007 provides coverage for claims in 
excess of $1.0 million per occurrence with coverage up to $130.0 million per occurrence, subject to certain exclusions and restrictions, 
including a $1.25 million aggregate deductible applicable to the first layer of this reinsurance coverage. Our reinsurance for workers’ 
compensation losses caused by acts of terrorism is more limited than our reinsurance for other types of workers’ compensation losses. We have 
obtained reinsurance for this line of business with higher limits as our exposures have increased. As the scale of our workers’ compensation 
business has increased, we have also increased the amount of risk we retain.  
   

Since January 2003, we have maintained quota share reinsurance for our extended warranty and accidental damage insurance 
underwritten in the European Union and certain coverage plans underwritten in the United States. This reinsurance also covers certain other 
risks we underwrite in the European Union. Under these quota share reinsurance arrangements, we cede a portion (35% for the majority of the 
risks) of each reinsured risk to our reinsurers and recover the same percentage of ceded loss and loss adjustment expenses, subject to certain 
exclusions and restrictions. In return for this reinsurance protection, we pay the reinsurers their pro rata shares of the insurance premiums on 
the ceded business, less a ceding or overriding commission. For the most part, coverage for losses arising out of acts of terrorism is excluded 
from this reinsurance. The majority of our extended warranty and accidental damage insurance underwritten in the United States is not 
reinsured with third party reinsurers. However, a portion of these risks as well as much of the risk that we retain under our various third party 
reinsurance arrangements are ceded under reinsurance arrangements with AII.  
   

On July 3, 2007, the Company entered into a master agreement with Maiden Holdings, Ltd. by which the Company agreed to cause its 
insurance company subsidiaries to enter into a multi-year quota share reinsurance agreement with Maiden Insurance Company, Ltd. ("MICL"), 
by which the insurance company subidiaries, effective July 1, 2007, would cede to MICL 40% of their premium and losses and transfer to 
MICL 40% of their unearned premium reserve. The insurnace company subsidiaries expect to be paid a ceding commission by MICL under the 
quota share agreement, which, initially, is expected to be 31% of ceded written premiums and may in later years be subject to upward and 
downward adjustments (subject to a maximum of 32% and a minimum of 30%) depending on the loss ratio on the ceded business. The 
proposed reinsurance agreement is expected to have a term of three years, subject to early termination events, with extensions for additional 
terms of three years unless either party elects not to renew.  

   
The Company also expects to offer MICL the opportunity to participate in the working layer of the January 1, 2008 scheduled renewal 

of the Company's workers' compensation excess of loss reinsurance program. The proposed reinsurance arrangements are subject to the 
negotiation and execution of the definitive reinsurance agreements.  

   
AmTrust, through subsidiaries, has entered into a reinsurance brokerage agreement and an asset management agreement with the new 

reinsurer, under which the Company receives a brokerage commission of 1.25% of reinsured premium and an annual asset management fee of 
0.35% of assets under management, repectively.  
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Investment Portfolio  
 

As of June 30, 2007 and December 31, 2006, our investment portfolio, including cash and cash equivalents, had a net carrying value 
of $904.6 million and $771.9 million, respectively (excluding $25.0 million and $13.9 million of other investments, respectively), an increase 
of 17.2% from December 31, 2006. A majority of our fixed maturities are classified as held-to-maturity, as defined by SFAS No. 115, 
“Accounting for Certain Investments in Debt and Equity Securities.” As such, the reported value of those securities is equal to their amortized 
cost, and is not impacted by changing interest rates. Our fixed maturity securities, gross, as of this date had a fair value of $683.8 million and 
an amortized cost of $681.3 million. Our equity securities and a portion of our fixed maturity securities are classified as available-for-sale, as 
defined by SFAS 115. These securities are reported at fair value. The equity securities, gross, carried at fair value were $119.7 million with a 
cost of $112.3 million as of June 30, 2007. Securities sold but not yet purchased, represent obligations of the Company to deliver the specifired 
security at the contracted price and thereby, create a liability to purchase the securtiy in the market at prevailing rates. Sales of securities under 
repurchase agreements are accounted for as collateralized borrowing transactions and are recorded at their contracted amounts. Our investment 
portfolio is summarized in the table below by type of investment :  

   

 
As of June 30, 2007, the weighted average duration of our fixed income securities was 5.7 years.  

 
 

We review our investment portfolio for impairment on a quarterly basis. Impairment of investment securities results in a charge to 
operations when a market decline below cost is deemed to be other-than-temporary. The Company considers investments subject to impairment 
testing when an asset is in an unrealized loss position in excess of 20%. As of June 30, 2007, we reviewed our fixed-maturity and equity 
securities portfolios to evaluate the necessity of testing for other-than temporary declines in fair value. The Company had $8.4 million of gross 
unrealized losses related to equity securities meeting the above criteria, of which $5.4 million of the losses related to five positions. Of these 
five positions, one position (representing an unrealized loss of $1.2 million) is in the media sector, one position (representing an unrealized loss 
of $0.4 million) is a pharmaceutical company, two positions (representing an unrealized loss of $1.5 million) are in high tech and two positions 
(representing an unrealized loss of $2.3 million) were in other categories. The duration of the impairments range from four to 21 months and 
correlate to the changes in the market for the products of the companies involved. The Company evaluated the near-term prospects for recovery 
of fair value in relation to the severity and duration of the impairment and has determined in each case that the probability of the recovery is 
reasonable. Additionally, the Company holds 43 securities in a loss position of approximately $3.0 million which are not considered 
individually significant. Based the Company’s ability and intent to hold these investments for a sufficient time for recovery of fair value, the 
Company does not consider these investments to be other-than temporarily impaired at June 30, 2007.  

   

     June 30, 2007    December 31, 2006    

     Carrying  
Value    

Percentage of 
Portfolio    

Carrying  
Value    

Percentage of 
Portfolio    

                             
Cash and cash equivalents    $ 130,005     12.7 % $ 59,916     7.4 % 
Time and short-term deposits      95,513     9.3     196,140     24.2   
U.S. treasury securities      13,462     1.3     22,799     2.8   
U.S. government agencies      295,316     28.7     288,325     35.6   
Mortgage backed securities      54,626     5.3     55,427     6.8   
Corporate bonds      318,583     31.0     93,168     11.5   
Common stock      118,837     11.6     94,042     11.6   
Preferred stocks      868     0.1     439     0.1   
Investment portfolio, gross        $ 1,027,210     100.0 % $ 810,256     100.0 % 
Securities sold but not yet purchased      (36,502 )          (38,323 )        
Securities sold under agreements to repurchase      (86,075 )          -        
Investment portfolio, net    $ 904,633         $ 771,933         
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Item 3. Quantitative and Qualitative Disclosures About Market Risk  

 
Market risk is the risk of potential economic loss principally arising from adverse changes in the fair value of financial instruments. 

The major components of market risk affecting us are credit risk, interest rate risk, foreign currency risk and equity price risk.  
 

Credit Risk. Credit risk is the potential loss arising principally from adverse changes in the financial condition of the issuers of our 
fixed maturity securities and the financial condition of our third party reinsurers. We address the credit risk related to the issuers of our fixed 
maturity securities by investing primarily in fixed maturity securities that are rated “BBB-” or higher by Standard & Poor’s. We also 
independently monitor the financial condition of all issuers of our fixed maturity securities. To limit our risk exposure, we employ 
diversification policies that limit the credit exposure to any single issuer or business sector. The Company believes it has a conservative 
investment policy and that virtually all of its mortgage-backed securities are government or agency guaranteed.  

   
We are subject to credit risk with respect to our third party reinsurers. Although our third party reinsurers are obligated to reimburse us 

to the extent we cede risk to them, we are ultimately liable to our policyholders on all risks we have ceded. As a result, reinsurance contracts do 
not limit our ultimate obligations to pay claims covered under the insurance policies we issue and we might not collect amounts recoverable 
from our reinsurers. We address this credit risk by selecting reinsurers which have an A.M. Best rating of “A-” (Excellent) or better at the time 
we enter into the agreement and by performing, along with our reinsurance broker, periodic credit reviews of our reinsurers. If one of our 
reinsurers suffers a credit downgrade, we may consider various options to lessen the risk of asset impairment, including commutation, novation 
and letters of credit. See “—Reinsurance.”  

   
Interest Rate Risk. We had fixed maturity securities (excluding $95.5 million of time and short-term deposits) with a fair value of 

$683.8 million and a carrying value of $682.0 million as of June 30, 2007 that are subject to interest rate risk. Interest rate risk is the risk that 
we may incur losses due to adverse changes in interest rates. Fluctuations in interest rates have a direct impact on the market valuation of our 
fixed maturity securities. We manage our exposure to interest rate risk through a disciplined asset and liability matching and capital 
management process. In the management of this risk, the characteristics of duration, credit and variability of cash flows are critical elements. 
These risks are assessed regularly and balanced within the context of our liability and capital position.  

 
During the second quarter of 2007, the Company has entered into reverse repurchase agreements. The agreements are accounted for as 

collateralized borrowing transactions and are recorded at contract amounts. As of June 30, 2007 there were $86.1 principal amount outstanding 
at interest rates between 5.25% and 5.30%. Interest expense associated with these reserves repurchase agreements through June 30, 2007 was 
$0.3 million of which $0.3 million was accrued as of June 30, 2007. The Company has $87.1 million of collateral pledged in support of these 
agreements.  

 
The table below summarizes the interest rate risk associated with our fixed maturity securities including securities sold but not yet 

purchased and reverse repurchase agreements by illustrating the sensitivity of the fair value and carrying value of our fixed maturity securities 
as of June 30, 2007 to selected hypothetical changes in interest rates, and the associated impact on our stockholders’ equity. Because we 
anticipate that the Company will continue to meet its obligations out of income, we classify our fixed maturity securities, other than redeemable 
preferred stock, mortgage backed and corporate obligations, as held-to-maturity and carry them on our balance sheet at cost or amortized cost, 
as applicable. Any redeemable preferred stock we hold from time to time is classified as available-for-sale and carried on our balance sheet at 
fair value. Temporary changes in the fair value of our fixed maturity securities that are held-to-maturity, such as those resulting from interest 
rate fluctuations, do not impact the carrying value of these securities and, therefore, do not affect our shareholders’ equity. However, temporary 
changes in the fair value of our fixed maturity securities that are held as available-for-sale do impact the carrying value of these securities and 
are reported in our shareholders’ equity as a component of other comprehensive income, net of deferred taxes. The selected scenarios in the 
table below are not predictions of future events, but rather are intended to illustrate the effect such events may have on the fair value and 
carrying value of our fixed maturity securities and on our shareholders’ equity, each as of June 30, 2007.   
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Foreign Currency Risk. We write insurance in the United Kingdom and certain other European Union member countries through AIU 

and IGI. While the functional currency of AIU is the Euro and IGI is the British Pound, we write coverages that are settled in local currencies, 
primarily the British Pound. We attempt to maintain sufficient local currency assets on deposit to minimize our exposure to realized currency 
losses. Assuming a 5% increase in the exchange rate of the local currency in which the claims will be paid and that we do not hold that local 
currency, we would recognize a $1.1 million after tax realized currency loss based on our outstanding foreign denominated reserves of $33.2 
million at June 30, 2007.  

 
Equity Price Risk. Equity price risk is the risk that we may incur losses due to adverse changes in the market prices of the equity 

securities we hold in our investment portfolio, which include common stocks, non-redeemable preferred stocks and master limited partnerships. 
We classify our portfolio of equity securities as available-for-sale and carry these securities on our balance sheet at fair value. Accordingly, 
adverse changes in the market prices of our equity securities result in a decrease in the value of our total assets and a decrease in our 
shareholders’ equity. As of June 30, 2007, the equity securities in our investment portfolio had a fair value of $119.7 million, representing 
approximately nine percent of our total invested assets on that date. We are fundamental long buyers and short sellers, with a focus on value 
oriented stocks. The table below illustrates the impact on our equity portfolio and financial position given a hypothetical movement in the 
broader equity markets. The selected scenarios in the table below are not predictions of future events, but rather are intended to illustrate the 
effect such events may have on the carrying value of our equity portfolio and on shareholders’ equity as of June 30, 2007. The hypothetical 
scenarios below assume that the Company’s Beta is 1 when compared to the S&P 500 index.  

   

   
Off Balance Sheet Risk - The Company has off-balance sheet exposure or risk related to securities sold but not yet purchased.  
 

Risks Associated with Forward-Looking Statements Included in this Form 10-Q  
 
This Form 10-Q contains certain forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and 

Section 21E of the Securities Exchange Act of 1934, which are intended to be covered by the safe harbors created thereby. These statements 
include the plans and objectives of management for future operations, including plans and objectives relating to future growth of the 
Company’s business activities and availability of funds. The forward-looking statements included herein are based on current expectations that 
involve numerous risks and uncertainties. Assumptions relating to the foregoing involve judgments with respect to, among other things, future 
economic, competitive and market conditions, regulatory framework, weather-related events and future business decisions, all of which are 
difficult or impossible to predict accurately and many of which are beyond the control of the Company. Although the Company believes that 
the assumptions underlying the forward-looking statements are reasonable, any of the assumptions could be inaccurate and, therefore, there can 
be no assurance that the forward-looking statements included in this Form 10-Q will prove to be accurate. In light of the significant 
uncertainties inherent in the forward-looking statements included herein, the inclusion of such information should not be regarded as a 

Hypothetical Change in Interest Rates  

  

  Fair Value     

Estimated  
Change in  
Fair Value     

Carrying  
Value      

Estimated  
Change in  
Carrying  

Value      

Hypothetical 
Percentage  
(Increase)  

Decrease in  
Shareholders’

Equity    
      ($ in thousands)    
200 basis point increase    $ 621,077   $ (62,678 )  $ —  $ (33,055 )    (2.8 )% 
100 basis point increase      605,762     (32,993 )    —    (17,434 )    (1.1 )  
No change      683,755     —    681,987     —    —  
100 basis point decrease      703,445     19,690     —    15,647     0.9   
200 basis point decrease      740,905     37,460     —    32,087     1.9   

Hypothetical Change in S&P 500 Index  

  

  Fair Value       

Estimated 
Change in 
Fair Value      

Carrying 
Value      

Estimated 
Change in 
Carrying 
Value         

Hypothetical 
Percentage 
Increase 

(Decrease) in 
Shareholders 

Equity    
      ($ in thousands)    
5% increase    $ 125,691   $ 5,985       $ 5,985     1.6 % 
No change      119,706       $ 119,706           
5% decrease      113,721     (5,985 )        (5,985 )    -1.6 % 



representation by the Company or any other person that the objectives and plans of the Company will be achieved.  
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Item 4T. Controls and Procedures  

 
The principal executive officer and principal financial officer of the Company have evaluated the Company’s disclosure controls and 

procedures and have concluded that, as of the end of the period covered by this report, such disclosure controls and procedures were effective 
in ensuring that information required to be disclosed by the Company in the reports that it files or submits under the Securities Exchange Act of 
1934 is timely recorded, processed, summarized and reported. The principal executive officer and principal financial officer also concluded that 
such disclosure controls and procedures were effective in ensuring that information required to be disclosed by the Company in the reports that 
it files or submits under such Act is accumulated and communicated to the Company’s management, including its principal executive officer 
and principal financial officer, as appropriate, to allow timely decisions regarding required disclosure. During the most recent fiscal quarter, 
there have been no changes in the Company’s internal controls over financial reporting that have materially affected, or are reasonably likely to 
materially affect, the Company’s internal control over financial reporting.  
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PART II - OTHER INFORMATION  

 
Item 4. Submission of Matters to a Vote of Security Holders.  
 

   

   

 

   
Barry D. Zyskind  

   
Michael Karfunkel  

   
George Karfunkel  

   
Donald T. DeCarlo  

   
Abraham Gulkowitz    

   
Isaac Neuberger  

   
Jay J. Miller  

 

   

 

   

(a)    The annual meeting of the shareholders was held on June 14, 2007.  

(b)    All of the Company's director nominees, Barry D. Zyskind, Michael Karfunkel, George Karfunkel, Donald T. DeCarlo, 
Abraham Gulkowitz, Isaac Neuberger and Jay J. Miller, were elected. There was no solicitation in opposition to the Company's 
nominees.  

(c)    Matters voted on at the meeting and the number of votes cast:  

1.    Election of directors to serve until the 2008 Annual Meeting of Shareholders or until their successors have been duly elected 
or appointed and qualified:  

Voted For  Withhold Authority  
56,701,753  232,696  

Voted For  Withhold Authority  
52,943,636  3,991,086  

Voted For  Withhold Authority  
56,701,654  233,088  

Voted For  Withhold Authority  
56,657,185  277,537  

Voted For  Withhold Authority  
56,776,447  158,275  

Voted For  Withhold Authority  
56,762,666  172,056  

Voted For  Withhold Authority  
56,776,428  158,294  

2.    To approve the AmTrust Financial Services, Inc. 2007 Executive Performance Plan:  

Voted For  Voted Against  Abstentions  
50,225,891  490,154  0  

3.    To approve the AmTrust Financial Services, Inc. 2007 Executive Performance Plan:  

Voted For  Voted Against  Abstentions  



 

   

   

50,285,954  429,291  0  

4.    Ratification of the appointment of BDO Seidman, LLP as Independent Auditor for the year ended December 31, 2007:  

Voted For  Voted Against  Abstentions  
56,909,947  24,375  0  
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Item 6.   Exhibits  
   

   

Exhibit 
Number    Description  
        

2.1  

  

Agreement for stock purchase by and among Associated Industries of Florida Holding Trust, The Other Stockholders of 
AIIS, Associated Industries Insurance Services, Inc., Associated Industries of Florida, Inc. and AmTrust Financial Services, 
Inc. dated as of June 25, 2007.  

       
2.2    Master Agreement dated July 3, 2007 between AmTrust Financial Services, Inc. and Maiden Holdings, Ltd.  
         

31.1  
  

Certification of the Chief Executive Officer, pursuant to Rule 13a-14(a) or 15d-14(a), for the quarter ended June 30, 
2007.  

        
31.2    Certification of the Chief Financial Officer, pursuant to Rule 13a-14(a) or 15d-14(a), for the quarter ended June 30, 2007.  

        
32.1    Certification of the Chief Executive Officer, pursuant to 18 U.S.C. Section 1350, for the quarter ended June 30, 2007.  

        
32.2    Certification of the Chief Financial Officer, pursuant to 18 U.S.C. Section 1350, for the quarter ended June 30, 2007.  
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SIGNATURES  

 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its 

behalf by the undersigned hereunto duly authorized.  
   

   

   

  
 

      
  AmTrust Financial Services, Inc.  

(Registrant)  
   
  

   
  

   
  

    /s/ Barry D. Zyskind  
  Barry D. Zyskind  

President and Chief Executive Officer  

      
Date:   August 14, 2007    /s/ Ronald E. Pipoly, Jr.  
  Ronald E. Pipoly, Jr. 

Chief Financial Officer  
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MASTER AGREEMENT  

 
 

This Agreement (“Agreement”) is made this 3rd day of July, 2007 by and between AmTrust Financial Services, Inc., a Delaware 
Corporation (“AmTrust”), and Maiden Holdings, Ltd., a Bermuda corporation (“Maiden Holdings”).  

 
 

RECITALS  
 
WHEREAS, Maiden Holdings plans to capitalize Maiden Insurance Company, Ltd., a reinsurance company to be domiciled in 

Bermuda (“Maiden Insurance”) and wholly owned by Maiden Holdings; and  
 
WHEREAS, AmTrust, directly or indirectly, owns Rochdale Insurance Company, a New York corporation (“Rochdale”), Technology 

Insurance Company, Inc., a New Hampshire corporation (“TIC”), Wesco Insurance Company, a Delaware corporation (“Wesco”), AmTrust 
International Underwriters, Ltd., a Irish corporation (“AIU”), and IGI Insurance Company, a United Kingdom corporation (“IGI,” together with 
Rochdale, TIC, Wesco, AIU and any additional companies that write direct insurance business as to which AmTrust acquires a majority 
interest that Maiden Insurance desires to reinsure as contemplated hereby, the “AmTrust Ceding Insurers”), and intends to enter into a strategic 
reinsurance arrangement with Maiden Insurance; and  

 
WHEREAS, when AmTrust completes its acquisition of Associated Industries Insurance Company, Inc., a Florida corporation 

(“Associated”), Associated will become an AmTrust Ceding Insurer; and  
 
WHEREAS, concurrently with the execution and delivery of this Agreement, Maiden Insurance is entering into a quota share 

reinsurance agreement with AIU and IGI, pursuant to which agreement Maiden Insurance will, effective as of 12:01 a.m. on July 1, 2007 (the 
“Effective Time”) and subject to the licensing and capitalization of Maiden Insurance, reinsure 40% of all ultimate net loss each of AIU and 
IGI incurs as a result of losses under all of their respective workers’ compensation, general liability, commercial automobile liability, specialty 
risk and extended warranty policies and such other types of policies that Maiden Insurance desires to reinsure pursuant to the provisions of any 
such quota share reinsurance agreement as contemplated by Article I therein; and  

 
WHEREAS, after the Effective Time and the licensing and capitalization of Maiden Insurance, subject to the receipt of regulatory 

approval, Maiden Holdings plans to cause Maiden Insurance to reinsure 40% of all ultimate net loss each such AmTrust Ceding Insurer incurs 
as a result of losses under all of its respective workers’ compensation, general liability, commercial automobile liability, specialty risk and 
extended warranty policies (the “Covered Business”), and such other types of policies that Maiden Insurance desires to reinsure pursuant to the 
provisions of any such quota share reinsurance agreement as contemplated by Article I therein, pursuant to a reinsurance quota share agreement 
to be entered into by Maiden Insurance and the AmTrust Ceding Insurers; and  
   



   
WHEREAS, effective as of the Effective Time, but subject to the licensing and capitalization of Maiden Insurance and receipt of all 

required U.S. state insurance regulatory approvals, Maiden Holdings plans to cause Maiden Insurance to reinsure 40% of all ultimate net loss 
each of Rochdale, TIC and Wesco incurs as a result of losses pursuant to policies issued by those insurers that cover the Covered Business and 
such other types of policies that Maiden Insurance desires to reinsure pursuant to the provisions of the such quota share reinsurance agreement 
as contemplated by Article I therein;  

 
WHEREAS, in connection with such reinsurance agreements, where necessary for an AmTrust Ceding Company to receive credit for 

reinsurance under applicable law) each of AmTrust and Maiden Holdings intend to cause such AmTrust Ceding Insurers (initially Rochdale, 
TIC and Wesco) and Maiden Insurance, respectively, to enter into reinsurance trust agreements for the purpose of providing collateral security 
for the performance by Maiden Insurance of its obligation to the AmTrust Ceding Insurers under the applicable reinsurance agreement; and  

 
WHEREAS, concurrently with the execution and delivery of this Agreement, (i) AII Insurance Management Ltd. and Maiden 

Insurance are entering into an Asset Management Agreement pursuant to which AmTrust will provide asset management services to Maiden 
Insurance, and (ii) AII Reinsurance Broker Ltd. and Maiden Insurance are entering into a Reinsurance Brokerage Agreement pursuant to which 
Maiden Insurance will appoint AII Reinsurance Broker Ltd. as a broker of reinsurance and will pay it a fee in connection with reinsurance 
ceded to Maiden Insurance by AmTrust’s insurance company subsidiaries; and  

 
WHEREAS, Maiden Holdings and AmTrust would like to establish a procedure to provide for the conduct of business with regard to 

any future opportunities presented to both AmTrust and Maiden Holdings to insure, reinsure or acquire the same book of business;  
 
NOW, THEREFORE, in consideration of the mutual agreements described in this Agreement, AmTrust and Maiden Holdings agree as 

follows:  
 
 

ARTICLE I  
PURPOSE AND OVERVIEW  

 
1.1   Overview . As a result of the contemplated transactions set forth herein, whereby AmTrust is an intended strategic 

business partner with Maiden Holdings, it is intended that Maiden Holdings will be an organization that on fair and reasonable terms (a) can 
provide a stable source of reinsurance to the AmTrust Ceding Insurers, and (b) can have a steady source of profitable reinsurance business from 
the AmTrust Ceding Insurers in its initial years as it establishes itself in the marketplace.  

 
1.2   Purpose of Agreement . The purpose of this Agreement is to set forth duties and covenants of AmTrust and Maiden 

Holdings including:  
 
(a)   Duties and covenants of AmTrust and Maiden Holdings to each other after the Effective Time; and  
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(b)   Duties and covenants of AmTrust and Maiden Holdings to each other regarding the establishment of appropriate 

corporate governance principles to address conflicts of interest and the pursuit of corporate opportunities by each in connection with any 
opportunities that may be presented to both AmTrust and its subsidiaries and Maiden Holdings and its subsidiaries to insure, reinsure or acquire 
the same book of business.  

 
1.3   Agreements Contemplated . This Agreement contemplates that, in order to effectuate the business goals set forth herein, 

(a) quota share reinsurance agreements between Maiden Insurance and the AmTrust Ceding Insurers, substantially in the same form as the 
agreements attached hereto as Exhibit A-1 (applying to Rochdale; TIC; Wesco, upon the closing of AmTrust’s acquisition of Associated, 
Associated and potentially other AmTrust Ceding Insurers from time to time, the “U.S. Reinsurance Agreement”) and A-2 (applying to AIU, 
IGI and potentially other AmTrust Ceding Insurers over time, the “International Reinsurance Agreement”) (collectively, the “Reinsurance 
Agreements”), shall be executed and delivered by the parties and (b) reinsurance trust agreements among Rochdale, TIC and Wesco, as 
beneficiaries, Maiden Insurance, as grantor, and a trustee, substantially in the same form as the agreements attached hereto as Exhibits B-1 , B-
2 and B-3 (the “Reinsurance Trust Agreements”) shall be executed and delivered by the parties. If AmTrust acquires a majority equity interest 
in any other insurance company that writes direct business (an “Additional AmTrust Ceding Insurer”) and such company writes direct business 
of a type constituting Covered Business,  

 
1.4   it will cause such Additional AmTrust Ceding Insurer to enter into one of the Reinsurance Agreements (the U.S. 

Reinsurance Agreement if such Additional AmTrust Ceding Insurer is organized under the laws of the United States, any state thereof, the 
District of Columbia or any territory or possession of the United States and the International Reinsurance Agreement if such Additional 
AmTrust Ceding Insurer is organized under the laws of any other jurisdiction). If the direct business written by such Additional AmTrust 
Ceding Insurer is not of a type constituting Covered Business, AmTrust shall cause such Additional AmTrust Ceding Insurer to offer Maiden 
Insurance the opportunity to reinsure such business pursuant to the terms of the applicable Reinsurance Agreement, and, if Maiden accepts 
such offer, will cause such Additional AmTrust Ceding Insurer to enter into one of the Reinsurance Agreements (the U.S. Reinsurance 
Agreement if such Additional AmTrust Ceding Insurer is organized under the laws of the United States, any state thereof, the District of 
Columbia or any territory or possession of the United States and International Reinsurance Agreement if such Additional AmTrust Ceding 
Insurer is organized under the laws of any other jurisdiction).  

 
It is expressly understood by all parties that the parties will act with diligence to cause the U.S. Reinsurance Agreement to become 

effective as soon as practicable after the Effective Time but that it will require submission to and approval or non-disapproval by all applicable 
U.S. state insurance regulators before it becomes effective.  

 
1.5   Good Faith . Each party agrees that it will negotiate and act in good faith and will take all steps reasonably necessary to 

carry out the intent of this Agreement and preserve the economic arrangements contemplated hereby, including modifying the Reinsurance 
Agreements and the Reinsurance Trust Agreements to the extent required to comply with the laws, orders or directives of any insurance 
regulator having jurisdiction over the parties thereto or negotiating and entering into any other agreements that are reasonable and necessary in 
order to carry out the intent of the parties.  
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1.6   Term . This Agreement shall be effective upon the Effective Time.  

 
 

ARTICLE II  
TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT  

 
2.1   Duties of the Parties after the Effective Time . Maiden Holdings shall cause Maiden Insurance to enter into the 

Reinsurance Agreements and the Reinsurance Trust Agreements and AmTrust shall cause the AmTrust Ceding Insurers to enter into the 
Reinsurance Agreements and each of the AmTrust Ceding Insurers contemplated as being parties to a Reinsurance Trust Agreement to enter 
into the applicable Reinsurance Trust Agreement. If AmTrust acquires a majority equity interest in an Additional AmTrust Ceding Insurer, 
Maiden Holdings will cause Maiden Insurance, and AmTrust will cause such Additional AmTrust Ceding Insurer, to enter into(i) an 
amendment to the applicable Reinsurance Agreement to provide for the inclusion of such Additional AmTrust Ceding Insurer and (ii) if a 
Reinsurance Trust Agreement is required for such Additional AmTrust Ceding Insurer to be given credit for such reinsurance under applicable 
law, a Reinsurance Trust Agreement in form substantially consistent with the other Reinsurance Trust Agreements but with such modifications 
as shall be reasonably necessary to comply with the laws of the jurisdiction under which such AmTrust Ceding Company is organized.  

 
2.2   Corporate Governance Considerations . Both AmTrust and Maiden Holdings are committed to good corporate 

governance, compliance with Securities and Exchange Commission and stock exchange listing requirements, adherence to the applicable 
governing corporate laws, and satisfaction of state regulatory laws regarding insurance holding company structure and related party 
transactions.  

 
Both AmTrust and Maiden Holdings recognize that because they have large shareholders in common and because AmTrust and 

Maiden Holdings will initially share members of executive management and boards of directors, activities of each that impact the other will 
attract special scrutiny from interested parties and demand special scrutiny from AmTrust’s and Maiden Holdings’ management and boards of 
directors. Accordingly, each of AmTrust and Maiden Holdings shall require that on any occasion where a business opportunity to insure, 
reinsure or acquire the same book of business is presented to both AmTrust and Maiden Holdings, each company shall refer such opportunity 
to a committee of its independent directors to decide whether that company shall pursue the opportunity. A director of Maiden Holdings or 
AmTrust shall not be considered “independent” unless the board of directors of Maiden Holdings or AmTrust, respectively, determines that 
such director is independent with respect to both Maiden Holdings and AmTrust under the applicable standards for director independence 
under the rules of the principal stock exchange on which any securities of Maiden Holdings or AmTrust, respectively, are listed (or, if no 
securities of such party are listed on any stock exchange, the rules of the NASDAQ Stock Market).  
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ARTICLE III  

REPRESENTATIONS AND WARRANTIES OF AMTRUST  
 
AmTrust hereby represents and warrants to Maiden Holdings the following:  
 
3.1   Organization and Corporate Power . AmTrust is a corporation duly organized, validly existing and in good standing 

under the laws of the State of Delaware having all corporate power and authority necessary to own its property and operate its businesses as 
now conducted. It has all corporate power, authority and legal right necessary to execute and deliver this Agreement and, subject to receipt of 
the requisite approvals or non-disapprovals of the U.S. Reinsurance Agreement and the Reinsurance Trust Agreements from the applicable 
insurance regulators, to perform and carry out the transactions contemplated hereby pursuant to the terms and conditions of this Agreement.  

 
3.2   Authorization and Effect . This Agreement and the performance of the actions provided for herein have been duly and 

validly authorized by all necessary corporate action on the part of AmTrust. This Agreement has been executed and delivered by duly 
authorized and acting officers of AmTrust, and assuming the due authorization, execution and delivery of this Agreement by Maiden Holdings, 
constitutes a legal, valid and binding obligation of AmTrust enforceable in accordance with its terms, subject to (i) laws relating to bankruptcy, 
fraudulent conveyances, reorganization, liquidation, moratorium and other similar laws affecting creditor’s rights generally, (ii) general 
principles of equity (regardless whether enforceability is considered in a proceeding in equity or at law), (iii) standards of commercial 
reasonableness and good faith, (iv) public policy and (v) concepts of comity.  

 
 

ARTICLE IV  
REPRESENTATIONS AND WARRANTIES OF MAIDEN HOLDINGS  

 
Maiden Holdings hereby represents and warrants to AmTrust the following:  
 
4.1   Organization and Corporate Power . Maiden Holdings is a corporation duly organized, validly existing and in good 

standing under the laws of Bermuda having all corporate power and authority necessary to own its property and operate its businesses as now 
conducted. It has all corporate power, authority and legal right necessary to execute and deliver this Agreement and, subject to receipt of the 
requisite approvals or non-disapprovals of the U.S. Reinsurance Agreement and the Reinsurance Trust Agreements from the applicable 
insurance regulators, to perform and carry out the transactions contemplated hereby pursuant to the terms and conditions of this Agreement.  

 
4.2   Authorization and Effect . This Agreement and the performance of the actions provided for herein have been duly and 

validly authorized by all necessary corporate action on the part of Maiden Holdings. This Agreement has been executed and delivered by duly 
authorized and acting officers of Maiden Holdings, and assuming the due authorization, execution and delivery of this Agreement by AmTrust, 
constitutes a legal, valid and binding obligation of Maiden Holdings enforceable in accordance with its terms, subject to (i) laws relating to 
bankruptcy, fraudulent conveyances, reorganization, liquidation, moratorium and other similar laws affecting creditor’s rights generally, (ii) 
general principles of equity (regardless whether enforceability is considered in a proceeding in equity or at law), (iii) standards of commercial 
reasonableness and good faith, (iv) public policy and (v) concepts of comity.  
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ARTICLE V  

ADDITIONAL COVANENTS OF THE PARTIES  
 
5.1   Regulatory Matters . The parties hereto will cooperate with each other in the preparation and submission of those filings 

and documents necessary to obtain the permits, consents, approvals, non-disapprovals and authorizations of governmental bodies necessary to 
consummate the transactions contemplated by this Agreement. AmTrust and Maiden Holdings will furnish the other all information concerning 
itself and its subsidiaries and such other matters and things as may be necessary, prudent or advisable in connection with any statement or 
application made by or on behalf of AmTrust or Maiden Holdings to any governmental body in connection with the transactions contemplated 
herein.  

 
5.2   Further Assurances . Subject to the terms and conditions hereof, each of the parties hereto agrees to use all reasonable 

efforts to take, or cause to be taken, all actions and to do or cause to be done all things necessary, proper or advisable under applicable laws and 
regulations to consummate and make effective the transactions contemplated by this Agreement as expeditiously as possible. If at any time 
further action is necessary or desirable to carry out the purposes of this Agreement, the proper officers and directors of the parties hereto shall 
take all such reasonably necessary action.  

 
 

ARTICLE VI  
CONDITIONS TO THE CONSUMMATION OF TRANSACTIONS  

 
6.1   General Conditions . The obligations of the parties to complete the various transactions contemplated by this Agreement 

shall be subject to the satisfaction of the following terms and conditions, except as otherwise specifically provided herein:  
 
(a)   receipt of all necessary regulatory approvals or non-disapprovals, without material or substantial qualification or 

condition, as are required to consummate the transaction contemplated hereby (except where the failure to obtain any such approval would not 
render the transaction contemplated hereby illegal or otherwise deprive either party of the material benefits of this Agreement or be materially 
inconsistent with the conditions set forth above), and such shall remain in full force and effect, and all statutory waiting periods in respect 
thereof shall have expired; and  

 
(b)   neither AmTrust or any of the AmTrust Ceding Insurers, on one hand, nor Maiden Holdings or Maiden Insurance, 

on the other hand, shall be subject to any order, decree or injunction of a court or agency of competent jurisdiction which enjoins or prohibits 
the consummation of the transaction contemplated hereby, nor shall there be pending a suit or proceeding by any governmental authority which 
seeks injunctive or other relief in connection with the transaction contemplated hereby.  
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ARTICLE VII  

TERMINATION AND AMENDMENT  
 
7.1   Termination . This Agreement may be terminated at any time prior to its expiration:  

 
(a)   by the written consent of AmTrust and Maiden Holdings;  
 
(b)   by AmTrust if there shall have been any material misrepresentation in this Agreement by Maiden Holdings or any 

material breach of any covenant of Maiden Holdings hereunder and such breach shall not have been remedied within 30 days after receipt by 
Maiden Holdings of notice in writing from AmTrust specifying the nature of the breach and requesting such be remedied; and  

 
(c)   by Maiden Holdings if there shall have been any material misrepresentation in this Agreement by AmTrust or any 

material breach of any covenant of AmTrust hereunder and such breach shall not have been remedied within 30 days after receipt by AmTrust 
of notice in writing from Maiden Holdings specifying the nature of the breach and requesting such be remedied;  
 
provided that the provisions of Section 2.2 shall survive such termination, if, and for so long as, (i) any member of the executive management 
or board of directors of AmTrust or any person or group of persons acting in concert who beneficially owns (as defined below) voting 
securities having 10% or more of the voting power of all outstanding voting securities of AmTrust is a member of the executive management or 
board of directors of Maiden Holdings, (ii) any member of the executive management or board of directors of Maiden Holdings or Maiden 
Insurance or any person or group of persons acting in concert who beneficially owns voting securities having 10% or more of the voting power 
of all outstanding voting securities of Maiden Holdings is a member of the executive management of AmTrust, or (iii) any person or group of 
persons acting in concert beneficially owns voting securities having 10% or more of the voting power of all outstanding voting securities of 
both Maiden Holdings and AmTrust. “Beneficially owns” shall have the meaning ascribed to such term in Rule 13d-3 under the United States 
Securities Exchange Act of 1934, as amended.  

 
7.2   Effect of Termination . In the event that this Agreement is terminated as provided in Section 7.1 above, this Agreement 

shall forthwith become void (other than this Section 7.2, and Sections 8.1, 9.1 through 9.3, and 9.5 through 9.11, hereof which shall remain in 
full force and effect) and there shall be no further liability on the part of AmTrust or Maiden Holdings. Nothing contained in this Section 7.2 
shall relieve any party hereto from liability for its breach of this Agreement.  

 
7.3   Amendment . At any time during the term of this Agreement, the parties hereto may amend this Agreement. This 

Agreement may not be amended except by an instrument in writing signed on behalf of each of the parties hereto.  
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ARTICLE VIII  

INDEMNIFICATION  
 
8.1   Indemnification . Each party to this Agreement shall indemnify the other party against, and hold it harmless from, all 

losses, damages, and liabilities incurred by such party arising from any material breach of any representation or warranty made herein or of any 
material failure to fulfill its obligations as set forth in this Agreement by the party against which such indemnification is sought. All 
representations and warranties and indemnification obligations made in this Agreement shall survive the implementation of the transactions 
contemplated hereby.  

   
   

ARTICLE IX  
MISCELLANEOUS  

 
9.1   Expenses . All costs and expenses incurred in connection with this Agreement and the transactions contemplated hereby 

shall be paid by the party incurring such costs and expenses.  
 
9.2   Notices . Except as may be otherwise provided herein, any notice or other communication or delivery required or 

permitted hereunder shall be in writing and shall be delivered personally or sent by certified mail, postage prepaid, by a nationally recognized 
overnight courier service or by facsimile as follows, and shall be deemed given when actually received.  

 
(a)   if to AmTrust:  

 
AmTrust Financial Services, Inc.  
59 Maiden Lane, 6th Floor  
New York, New York 10038  
Attention: Stephen Ungar  
Facsimile: (212) 220-7130  

 
(b)   if to Maiden Holdings:  

 
Maiden Holdings, Ltd.  
7 Reid Street  
Hamilton HM 12 Bermuda  
Attention: Ben Turin  
Facsimile: (441) 292-5796  

 
With a copy (which shall not constitute notice) to:  

 
LeBoeuf, Lamb, Greene & MacRae LLP  
125 West 55 th Street  
New York, New York 10019  
Attention: Matthew M. Ricciardi, Esq.  
Facsimile: (212) 649-9483  
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9.3   Parties in Interest . This Agreement shall be binding upon and inure to the benefit of the parties hereto and their 

respective successors and assigns.  
 
9.4   Survival of Covenants, Representations and Warranties . The representations and warranties contained herein shall 

survive throughout the course of the transactions contemplated hereby and may be enforced by the parties hereto. The covenants shall survive 
according to their individual terms.  

 
9.5   Counterparts . This Agreement may be executed in one or more counterparts, all of which shall be considered one and 

the same agreement, and each of which shall be deemed an original.  
 
9.6   Headings . The article and section headings used in this Agreement have been inserted for convenience of reference only 

and shall not be construed to affect the meaning or interpretation of any provision, term or condition hereof.  
 
9.7   Governing Law . This Agreement shall be construed and enforced in accordance with the laws and decisions of the State 

of New York without giving effect to the principles of conflicts of laws thereof.  
 
9.8   Entire Agreement; No Third Party Beneficiaries . This Agreement represents the entire agreement between the parties 

and supersedes all prior written or oral agreements relating to the transactions contemplated hereby and is not intended to confer upon any 
person other than the parties any rights or remedies hereunder.  

 
9.9   Severability of Invalid Provision . If   any one or more covenants or agreements provided in this Agreement should be 

contrary to law, then such covenant or covenants, agreement or agreements shall be null and void and shall in no way affect the validity of the 
other provisions of this Agreement.  

 
9.10   Assignment of Agreement . This Agreement may not be assigned without the written consent of all parties to it. This 

Agreement shall insure to the benefit of, and be binding upon, the successors of each party. This Agreement shall be for the sole benefit of the 
parties to this Agreement and their respective heirs, successors, assigns and legal representatives and is   not intended, nor shall be construed, to 
give any person, other than the parties hereto and their respective heirs, successors, assigns and legal representatives, any legal or equitable 
right, remedy or claim hereunder.  

 
9.11   Waiver . No party to this Agreement shall be deemed to have waived any rights or remedies under this Agreement unless 

such waiver is expressly made in writing and signed by such party. Failure of any party to exercise any right or remedy under this Agreement 
or otherwise, or delay by a party in exercising such right or remedy, shall not operate as a waiver thereof. No single waiver or failure to 
exercise any right or remedy shall be construed as a waiver of any other right or remedy.  
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IN WITNESS WHEREOF, the parties to this Agreement have caused it to be executed by their respective undersigned officers, each 

thereunto duly authorized.  
 

   

   

   

 

      
  AMTRUST FINANCIAL SERVICES, INC. 
   
  

   
  

   
  

  By:   /s/ Stephen Ungar 
  

Name: Stephen Ungar  
  Title: Secretary 

      
  MAIDEN HOLDINGS, LTD. 
   
  

   
  

   
  

  By:   /s/ Bentzion Turin 
  

Name: Bentzion Turin  
  Title: Chief Operating Officer 
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  EXHIBIT 31.1 
  

CERTIFICATION  
 
I, Barry Zyskind, certify that:  
   
1. I have reviewed this quarterly report on Form 10-Q of AmTrust Financial Services, Inc.;  
   
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to 
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period 
covered by this report;  
   
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material 
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;  
   
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined 
in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:  
   

(a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 
supervision, to ensure that material information relating to the registrant, including any consolidated subsidiaries, is made known to us by 
others within those entities, particularly during the period in which this report is being prepared;  
   

(b) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about 
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and  
   

(c) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s 
most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial 
reporting;  

   
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, 
to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):  
   

(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are 
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and  
   

(b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s 
internal control over financial reporting.  

   

   

   
 

      
Dated: August 14, 2007  By:   /s/ Barry Zyskind  
  

Barry Zyskind  
  President and Chief Executive Officer (Principal Executive Officer)  

  
  

  



EXHIBIT 31.2 
  

CERTIFICATION  
 
I, Ronald Pipoly certify that:  
   
1. I have reviewed this quarterly report on Form 10-Q of AmTrust Financial Services, Inc.;  
   
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to 
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period 
covered by this report;  
   
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material 
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;  
   
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined 
in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:  
   

(a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 
supervision, to ensure that material information relating to the registrant, including any consolidated subsidiaries, is made known to us by 
others within those entities, particularly during the period in which this report is being prepared;  
   

(b) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about 
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and  
   

(c) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s 
most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial 
reporting;  

    
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, 
to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):  
   

(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are 
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and  
   

(b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s 
internal control over financial reporting.  

   

   

  
 

      
Dated: August 14, 2007  By:   /s/ Ronald Pipoly  
  

Ronald Pipoly  
  Chief Financial Officer (Principal Financial and Accounting 

Officer)  

  
  

  



  EXHIBIT 32.1 
   

CERTIFICATION PURSUANT TO  
18 U.S.C. SECTION 1350,  

AS ADOPTED PURSUANT TO  
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002  

   
In connection with the Quarterly Report of AmTrust Financial Services, Inc. (the “Company”) on Form 10-Q for the period ending June 30, 
2007 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Barry Zyskind, President and Chief Executive 
Officer (Principal Executive Officer) of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the 
Sarbanes-Oxley Act of 2002, that:  
   

   

   

   
August 14, 2007  
   

   
 

   (a)  the Report fully complies with the requirements of section 13(a) and 15(d) of the Securities Exchange Act of 1934; and  

   
(b)  the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations 

of the Company.  

      
  By:   /s/  Barry Zyskind  
  

Barry Zyskind  
  President and Chief Executive Officer  

(Principal Executive Officer)  

  
  

  



EXHIBIT 32.2 
   

CERTIFICATION PURSUANT TO  
18 U.S.C. SECTION 1350,  

AS ADOPTED PURSUANT TO  
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002  

   
In connection with the Quarterly Report of AmTrust Financial Services, Inc. (the “Company”) on Form 10-Q for the period ending June 30, 
2007 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Ronald Pipoly, Chief Financial Officer 
(Principal Financial and Accounting Officer) of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 
of the Sarbanes-Oxley Act of 2002, that:  
   

   

   

   
August 14, 2007  
   

   

   (a)  the Report fully complies with the requirements of section 13(a) and 15(d) of the Securities Exchange Act of 1934; and  

   
(b)  the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations 

of the Company.  

      
  By:   /s/  Ronald Pipoly  
  

Ronald Pipoly  
  Chief Financial Officer  

(Principal Financial and Accounting Officer)  

  
  

  


