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PART 1 - FINANCIAL INFORMATION
Iltem 1. Financial Statements
Condensed Consolidated Balance Sheets

(in thousands, except per share data)

September 30  December 31,

2007 2006
(Unaudited)
Assets
Investments:
Fixed maturities, held-to-maturity, at amortizedtc@air value $361,414; $363,690) $ 362,89( $ 366,55:
Fixed maturities, available-for-sale, at markeuealamortized cost $454,527; $91,368) 445,51 93,16¢
Equity securities, available-for-sale, at markdtiggcost $106,020; $90,637) 94,01¢ 94,48:
Short-term investments 98,04: 196,14(
Other investments 24,17¢ 13,93¢
Total investments 1,024.,64. 764,27
Cash and cash equivalents 190,73: 59,91¢
Assets under management 22,371 23,49¢
Accrued interest and dividends 12,31( 6,13¢
Premiums receivable, net 264,34: 147,77¢
Note receivable related party 20,54( -
Reinsurance recoverable 254,42 44,127
Funds held with reinsured companies 1,34¢ 26€
Prepaid reinsurance premiums 229,69¢ 72,43¢
Prepaid expenses and other assets 29,82¢ 12,12¢
Deferred policy acquisition costs 59,41( 43,06
Deferred tax asset 31,71¢ 9,54:
Property and equipment, net 12,67« 11,17¢
Goodwill 10,21 2,16
Intangible assets 43,74( 27,20¢

$ 2,207,98 $ 1,223,71!

Liabilities and Stockholders’ Equity

Liabilities:
Loss and loss expense reserves $ 742,030 $ 295,80!
Unearned premiums 496,93¢ 323,15!
Ceded reinsurance premiums payable 166,18! 23,02¢
Reinsurance payable on paid losses 2,211 2,004
Federal income tax payable 2,75¢ 1,471
Funds held under reinsurance treaties 14,757 9,94¢
Securities sold but not yet purchased, at market 37,57( 38,328
Securities sold under agreements to repurchasensiact value 92,57! -
Accrued expenses and other current liabilities 121,08: 80,71:
Other liabilities 2,507 2,81«
Junior subordinated debt 123,71« 82,47¢
Total liabilities 1,802,32 859,74.
Commitments and contingencies - -
Minority Interest 22,37 23,49¢

Stockholders’ equity:
Common stock, $.01 par value; 100,000,000 shartt®@ared, 59,959,000 issued and outstand
in 2007 and 2006 60C 60C
Additional paid-in capital 240,17" 238,93
Accumulated other comprehensive income (17,847 3,70¢



Retained earnings 160,34¢ 97,23¢
Total stockholders’ equity 383,28: 340,47¢

$ 2,207,98 $ 1,223,711

See accompanying notes to unaudited condensedlitiated financial statements.




AmTrust Financial Services, Inc.

Condensed Consolidated Statements of Income
(Unaudited)

(in thousands, except per share data)

Revenues:
Premium income:
Net premium written
Change in unearned premium

Net earned premium
Ceding commission — related party
Commission and fee income
Net investment income
Net realized gain (loss) on investments
Other investment loss on managed assets

Total revenues
Expenses:
Loss and loss adjustment expense
Policy acquisition expenses
Salaries and benefits
Other insurance general and administrative expense
Other underwriting expenses

Total expenses

Operating income from continuing operations
Other income (expenses):
Foreign currency gain (loss)
Interest expense

Total other expenses

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

Provision for income taxes
Minority interest in net loss of subsidiary

Income from continuing operations
Discontinued operations:
Gain from discontinued operations

Income from discontinued operations
Net income

Basic earnings per common share
Income from continuing operations
Income from discontinued operations

Net income

Diluted earnings per common share
Income from continuing operations
Income from discontinued operations

Net income

Dividends declared per common share

Three Months Ended

Nine Months Ended

September 30, September 30,
2007 2006 2007 2006

$ (30,71) $ 105,59¢ $ 293,42: $ 314,34
112,50¢ (22,079 37,47¢ (88,572
81,78¢ 83,52¢ 330,90( 225,77:
40,05¢ - 40,05¢ -
7,90¢ 2,87¢ 16,68¢ 8,93¢
13,91¢ 7,53¢ 38,32¢ 18,96(
(2,079 4,044 8,94¢ 10,13¢
(4,119 - (2,217 .
137,47: 97,98¢ 432,69¢ 263,80:
52,14: 55,35( 211,69 146,00t
27,61¢ 10,63t 59,64¢ 27,107
12,91¢ 8,01¢ 31,84¢ 19,74¢
8,29z 2,55( 20,87( 15,58¢
3,51: 3,10¢ 10,05 8,87¢
104,47 79,65¢ 334,11« 217,32:
32,99¢ 18,33: 98,58t 46,47¢
(44) 47% 75 457
(2,650 (1,410 (6,985 (3,659
(2,692 (937) (6,910 (3,196
30,30: 17,39¢ 91,67t 43,28
9,98t 4,987 26,58¢ 12,05¢
(4,119 - (2,217 -
$ 24.43: $ 12,41 $ 67,30¢ $ 31,22t
- - - 25C
- - - 25C
24,43¢ 12,41¢ 67,30¢ 31,47t
$ 041 $ 021 $ 112 $ 0.57
$ 041 $ 021 $ 1.1z $ 0.57
$ 04C $ 021 $ 111 $ 0.57
$ 0.4C $ 021 $ 111 $ 0.57
$ 0.02t $ 0.0z $ 0.07 $ 0.02




See accompanying notes unaudited to condensedlitaied financial statements.




Cash flows from operating activities:

AmTrust Financial Services, Inc.
Condensed Consolidated Statements of Cash Flows
(Unaudited)
(in thousands)

Nine Months Ended September 30,

Net income from continuing operations $
Adjustments to reconcile net income from continuapgrations to net cash provided b
operating activities of continuing operations:

Depreciation and amortization

Realized gain on marketable securities

Bad debt expense
Foreign currency (gain) loss

Non-cash stock compensation expense
Non-cash writ-down of marketable securiti
Income from discontinued operations
Changes in assets - (increase) decrease:

Premiums receivable
Reinsurance recoverable

Deferred policy acquisition costs, net
Prepaid reinsurance premiums
Prepaid expenses and other assets

Deferred tax asset

Receivable from discontinued operations

Changes in liabilities - increase (decrease):
Ceded reinsurance premium payable
Accrued expenses and other current liabilities
Loss and loss expense reserve

Unearned premiums

Funds held under reinsurance treaties

Net cash provided in operating activities

Cash flows from investing activities:

Net (purchases) of securities with fixed maturities

Net (purchases) of equity securities

Net (purchases) sales of other investments
Net sales (purchases) of short-term investments

Note receivable - related party

Acquisition of a subsidiary, net of cash obtained
Acquisition of renewal rights and goodwiill
Purchase of property and equipment

Net cash used in investing activities

Cash flows from financing activities:

Issuance of junior subordinated debentures
Reverse repurchase agreements, net

Issuance of common stock
Additional paid-in-capital

Repayment of mortgage note - discontinued opergtion

Foreign currency translation
Debt financing fees

Dividends distributed on common stock

Net cash provided by financing activities

Net increase in cash and cash equivalents

2007 2006
67,30¢ $ 31,22¢
3,48¢ 3,06¢
(12,309 (10,135
817 1,77¢
(79) -
1,237 478
3,35¢ -

- 25C
(67,627 (53,777
(41,746 (17,816
(2,976) (17,308
(152,179 (56,849
911 (7,405)
(22,174 (4,149
- 1,48(
143,28: (1,497
19,25: 16,85:
127,25: 82,77(
115,44° 148,90:
4,80¢ 8,65¢
188,07 126,52:
(213,51 (191,08,
(4,815 (38,800
(8,32¢) 36C
98,09¢ (120,309
(18,000 .
(35,84() -
(1,58:) (9,969
(797) (2,579
(184,78:) (362,37))
40,00( 30,92¢
92,57: -
- 25€

- 166,08!

- (25,000

(333) -
(820) -
(3,897 (1,200
127,52: 171,06¢
130,81¢ (64,782



Cash and cash equivalents, beginning of the period 59,91¢ 115,84
Cash and cash equivalents, end of the period $ 190,73. 51,06¢
Supplemental Cash Flow Information
Income tax payments $ 28,99¢ $22,13°
Interest payments on debt 6,71C 3,09(

See accompanying notes to unaudited condensedlitiated financial statements.




Notes to Unaudited Condensed Consolidated Financi&ttatements
(Unaudited)
(in thousands, except share data)

1. Basis of Reporting

The accompanying unaudited interim consolidatedrfaial statements have been prepared in accordatict).S. generally
accepted accounting principles (“GAAP”) for interfinancial statements and with the instructionfdom 10-Q and Article 10 of Regulation
S-X and, therefore, do not include all of the imfiation and footnotes required by GAAP for compfetancial statements. These interim
statements should be read in conjunction with ithenicial statements and notes thereto includeldarAimTrust Financial Services, Inc.
(“AmTrust” or the “Company”) Annual Report on Forb@-K for the year ended December 31, 2006, prelydiled with the Securities and
Exchange Commission (“SEC”) on March 16, 2007. baknce sheet at December 31, 2006 has been dénivedhe audited consolidated
financial statements at that date but does notidechll of the information and footnotes requirgd3AAP for complete financial statements.

These interim consolidated financial statementgcehll adjustments that are, in the opinion ohagement, necessary for a fair
presentation of the results for the interim peaod all such adjustments are of a normal recuniaigre. The results of operations for the
interim period are not necessarily indicative,rihaalized, of those to be expected for the fulryea

The preparation of financial statements in confeymiith GAAP requires management to make estimatesassumptions that affe
the amounts reported in the financial statemendsaaeompanying notes. Actual results could diffenf those estimates.

A detailed description of the Company’s significantounting policies and management judgmentsadal in the audited
consolidated financial statements for the year driglecember 31, 2006, included in the Company’s FbBAK filed with the SEC.

To facilitate period-to-period comparisons, certaolassifications have been made to prior per@tsalidated financial statement
amounts to conform to current period presentafidrere was no effect on net income from the changpésentation.

2. Recent Accounting Pronouncements

In February 2006, the Financial Accounting Stangdd@dard (“FASB”) issued Statement of Financial Aacting Standards
(“SFAS”) No. 155, “Accounting for Certain Hybrid Financial Instrumerit§'SFAS 155”"). SFAS No. 155 amends SFAS No. 133, “
Accounting for Derivative Instruments and Hedgirgivities” , and SFAS No. 140, Accounting for Transfers and Servicing of Financial
Assets and Extinguishments of Liabili” , and allows an entity to remeasure at fair valbglaid financial instrument that contains an
embedded derivative that otherwise would requiferbation from the host if the holder irrevocablgats to account for the whole instrument
on a fair value basis. Subsequent changes in thedlae of the instrument would be recognizedaméngs. SFAS No. 155 also removed an
exception included in an interpretation of SFAS W83 (Implementation Issue No. B39) that kept hiddd mortgage-backed securities from
testing for the need to bifurcate the value embddid¢he mortgage-backed securities related t@Hily to prepay. The FASB is currently
reviewing the removal of such exception. SFAS Ngb Was effective for financial instruments acquicedssued after the beginning of an
entity’s first fiscal year that begins after Sepbemn15, 2006. The adoption of the statement dichawe a material impact on the Company’s
results of operations or financial condition.

In June 2006, the FASB issued Interpretation N¢.'4&counting for Uncertainty in Income Taxes - ariptetation of
FASB Statement No. 1" (“FIN 48”). FIN 48 seeks to reduce the diversitypractice associated with certain aspects of oreasent
and recognition in accounting for income taxes prescribes a recognition threshold and measureattittute for the financial
statement recognition and measurement of a tatiposaken or expected to be taken in a tax refline. interpretation also provides
guidance on de-recognition, classification, inteeg®l penalties, accounting in interim periodsgldsure and transition. Under FIN
48, an entity may only recognize or continue t@ggize tax positions that meet a “more likely timat’ threshold. FIN 48 was
effective for fiscal years beginning after Decembgy2006. The Company adopted FIN 48 as of Jarfu&2907, and the adoption
had no significant impact on the Company’s consdéd financial statements (See Note 10. Incomes)axe

In September 2006, the FASB issued SFAS No. E&if,Value Measurement8SFAS No. 157”). SFAS No. 157 defines fair value,
establishes a framework for measuring fair valuBAAP, and enhances disclosures about fair valuesorements. SFAS No. 157 applies
when other accounting pronouncements require #irermeasurements; it does not require new fairevaleasurements. The Company does
not believe the adoption of SFAS No. 157, whichdmees effective in 2008, will have a material impaietits financial condition or results of
operations.

In February 2007, the FASB issued SFAS No. T8® Fair Value Option for Financial Assets and Fioal Liabilities ("SFAS No.
159"), which provides reporting entities the akitid choose to report many financial instruments egrtain other items at fair value with



changes in fair value included in current earnin§5AS No. 159 establishes presentation and disgagquirements designed to
facilitate comparisons between companies that ehddgrent measurement attributes for similar sypéassets and liabilities. The standard
also requires additional information to aid finaiatatement users' understanding of a reportitity'sichoice to use fair value on its earni
and also requires entities to display on the fddbebalance sheet the fair value of those assetdiabilities which the reporting entity has
chosen to measure at fair value. SFAS No. 15%¢stfe as of the beginning of a reporting entifirst fiscal year beginning after November
15, 2007. Early adoption is permitted as of theiti@gg of the previous fiscal year provided theitgnnakes that choice in the first 120 days
of that fiscal year and also elects to apply trevigions of SFAS No. 157. Because application efstandard is optional, any impacts are

limited to those financial assets and liabilitiesshich SFAS No. 159 would be applied, which hastgde determined. The Company will
adopt the standard in fiscal 2008.




3. Investments

The original cost, estimated market value and gros®alized appreciation and depreciation of ablldor-sale securities as
September 30, 2007, are presented in the tablevbelo

(a) Available-for-Sale Securities

Original or Gross Gross
amortized unrealized unrealized Market
cost gains losses value
Preferred stock $ 75C $ - % 84) $ 66€
Common stock 105,27( 6,02¢ (17,945 93,35:
Fixed maturities 454,52 1,472 (10,48 445,51.
$ 560,54° $ 7,50C $ (28,516 $ 539,53:

(b) Held-to-Maturity Securities

The amortized cost, estimated market value andsgnasealized appreciation and depreciation of belchaturity securities as
September 30, 2007 are presented in the table below

Amortized Unrealized Unrealized Fair
cost gains losses value
Obligations of U.S. Treasury, Government Corporsiand
agencies $ 309,40 $ 15¢ % (806) $ 308,75¢
Mortgage-backed securities 53,48¢ 41 (870 52,65¢
$ 362,89( $ 20C $ (1,67¢) $ 361,41

(c) Investment Income

Net investment income for the three and nine moetited September 30, 2007 and 2006 were derivedtfre following sources:

Three Months Ended Nine Months Ended
September 30, September 30,
2007 2006 2007 2006

Fixed maturities $ 11,24: $ 6,581 $ 27,40¢ $ 12,90¢
Equity securities 243 (460) 1,68: 46€
Cash and cash equivalents 4,07t 1,33: 8,73( 5,58¢
Loss on other investments (2,04%) - (525) -
Loss on equity investment in Warrantech (217) - (432) -
Interest on note receivable - related party 765 - 2,02 -
14,06 7,45¢ 38,88 18,96(
Less: Investment expenses (147) 85 (561) -
$ 13,91¢ $ 753¢ $ 38,32t $ 18,96(




(d) Other-Than-Temporary Impairment

We review our investment portfolio for impairmemt a quarterly basis. Impairment of investment séearresult in a charge to
operations when a market decline below cost is @eeim be other-than-temporary. As of SeptembeRB07, we reviewed our fixeghaturity
and equity securities portfolios to evaluate theessity of recording impairment losses for othemtbemporary declines in the fair value of
investments. The Company determined that two eduitystments were other-than-temporarily impained accordingly wrote down the
investments and recorded a $3.4 million realized during the three months ended September 30, 2007

The tables below summarize the gross unrealizesttosf our fixed maturity and equity securitie®BSeptember 30, 2007:

Less than 12 months 12 months or more Total
Fair market Unrealized Fair market Unrealized Fair market Unrealized
value losses value losses value losses
Available-for-sale securities:
Common stock $ 39,76 $ (9,630 $ 15,37 $ (8,39¢) $ 55,13¢ $ (18,029
Fixed maturities 242,75 (10,149 17,44. (339) 260,20( (10,48
Total temporarily impaired
securities available-for-sale
securities $ 282,52. $ (29,779 $ 3281 % (8,737 $ 315,33 $ (28,51¢)
Less than 12 months 12 months or more Total
Fair market Unrealized Fair market Unrealized Fair market Unrealized
value losses value losses value losses
Held-to-maturity securities:
Obligations of U.S. Treasury,
Government corporations and
agencies $ 124,62¢ $ (547 $ 86,38: $ (259 $ 211,01 $ (80€)
Mortgage-backed securities 36,76 (489) 7,281 (381) 44,04: (870
Total temporarily impaired — held
to-maturity securities $ 161,38¢ $ (1,03¢) $ 93,66: $ (640 $ 255,05 $ (1,67¢)

During the second quarter of 2007, the Companyredt@to repurchase agreements. The agreemerase@vanted for as
collateralized borrowing transactions and are medrat contract amounts. As of September 30, 20€re twere $92,571 principal amount
outstanding at interest rates between 5.21% arg¥a.thterest expense associated with these repaageements through September 30,
2007 was $1,522 of which $943 was accrued as ae8der 30, 2007. The Company has $95,571 of cddllapdedged in support of these
agreements.

Securities sold but not yet purchased, represdigations of the Company to deliver the specifiedwgity at the contracted price &
thereby, create a liability to purchase the segumithe market at prevailing prices. The Compatigkility for securities to be delivered is
measured at their fair value as of September 307 20d was $9,491 for corporate bonds and $28@7&quity securities. However, these
transactions result in off-balance sheet riskhasGompany’s ultimate cost to satisfy the delivefrgecurities sold, not yet purchased, may
exceed the amount reflected at September 30, Zi&tantially all securities owned are pledgedhéodearing broker to sell or repledge the
securities to others subject to certain limitations




4. Assets Under Management

The original cost, estimated market value and gursealized appreciation and depreciation of egséyurities and securities s
short, at market, are presented in the table balaf September 30, 2007:

(a) Trading Securities

Original or Gross Gross
amortized unrealized unrealized Market
cost gains losses value
Common stock - long $ 24,478 $ 98¢ $ (4,34¢) $ 21,11¢
Common stock - short (4,377 29 (449) (4,796)
Total $ 20,09¢ $ 1,01¢ % 4,799 $ 16,32:

Included in assets under management (See NoteRklated Party Transactionsijere cash and cash equivalents of $6,04¢
dividends receivable of $7. Proceeds from the shlavestments in trading securities during thee¢hand nine months ended Septembe
2007 were approximately $7,635 and $20,318, res@dgt Purchases of investments during the threkrane months ended September
2007 were approximately $7,694 and $31,287, resdyt

(b) Investment Income

Net investment income for the three months endedeB®er 30, 2007 was derived from the followingrseas:

Investment Net realized Net unrealized
income gain (loss) gain (loss) Total
Equity securities $ 25 % 35¢ $ (4,49¢) $ (4,119
Cash and cash equivalents 57 - - 57
82 35¢ (4,49¢) (4,05€)
Less: Investment expenses (62) - - (62)
$ 20 % 356 $ (4,49¢) $ (4,119

Net investment income for the nine months endede®aper 30, 2007 was derived from the following sesr

Investment Net realized Net unrealized
income gain (loss) gain (loss) Total
Equity securities $ 13C $ 1,482 $ (3,90¢) $ (2,296
Cash and cash equivalents 25C - - 25C
38C 1,48 (3,909) (2,04¢)
Less: Investment expenses (179 - - (179
$ 20 $ 1,482 $ (3,90¢) $ (2,217

5. Junior Subordinated Debt

The Company established four special purpose thettgeen 2005 and 2007 for the purpose of issuirgy preferred securities. The
proceeds from such issuances, together with theepds of the related issuances of common secusitithe trusts, were invested by the tr
in junior subordinated debentures issued by the 2my. As a result of FIN 46, the Company does naosolidate such special purpose trt
as the Company is not considered to be the pritnangficiary under this accounting standard. Thetggwestment, totaling $3,714 as of
September 30, 2007 on the Company’s consolidatiesht@ sheet, represents the Company’s ownershipmion securities issued by the
trusts. The debentures require interest-only paysierbe made on a quarterly basis, with prinaihed at maturity. The Company incurred
$2,605 of placement fees in connection with thesaeances which is being amortized over thirty years




The table below summarizes the Company'’s trusepred securities as of September 30, 2007:

Aggregate
Liquidation ~ Aggregate Per
Amount of  Liquidation  Aggregate Annum
Trust Amount of Principal Stated Interest
Preferred Common Amount Maturity Rate of
Name of Trus Securities  Securities of Notes of Notes Notes
AmTrust Capital Financing Trust | $ 25,00( $ 774 $ 25,77 3/17/203! 8.27%% (@)
AmTrust Capital Financing Trust Il 25,00( 774 25,77¢ 6/15/203! 7.71C Q)
AmTrust Capital Financing Trust IlI 30,00( 92¢ 30,92¢ 9/15/203I 8.83( 2
AmTrust Capital Financing Trust IV 40,00( 1,23¢ 41,23¢  3/15/203 7.93( ©)
Total trust preferred securities $ 120,00( $ 3,714 $ 123,71«

(1) The interest rate will change to three-month Lontidarbank Offered Rate (“LIBOR”) plus 3.40% aftbe tenth anniversary.
(2) The interest rate will change to LIBOR plus 3.308&rthe fifth anniversary.
(3) The interest rate will change to LIBOR plus 3.008¢rthe fifth anniversary.

6. Line of Credit

The Company entered into an agreement for an urettine of credit on June 30, 2007 with JP Mor@drase Bank, N.A. in the
aggregate amount of $50,000. The line is useddoeral corporate purposes as required, as wetlldearal for letters of credit. The
agreement matures on June 30, 2008. Interestgragrare required to be paid monthly on any unpéittipal and bears interest at a rate of
LIBOR plus 150 basis points. As of September 80,72here was no outstanding balance on the lineeafit. The Company has an
outstanding letter of credit in place at Septen8#8gr2007 for $16,032 that reduced the availabditythe line of credit to $33,968 as of
September 30, 2007.

7. Earnings Per Share

The following is a summary of the elements usechiculating basic and diluted earnings per share:

Three Months Ended Nine Months Ended
September 30, September 30,
2007 2006 2007 2006

Income from continuing operations $ 24,43¢  $ 12,41:  $ 67,30¢ $ 31,22¢
Income from discontinued operations - - - 25C
Net income available to common shareholc $ 24,43 $ 12,41 $ 67,30¢ $ 31,47¢
Weighted average number of common shares outsignrdil

basic 59,95¢ 59,95¢ 59,95¢ 54,87¢
Potentially dilutive shares:
Dilutive shares from stock-based compensation 1,02( - 67€ -
Weighted average number of common shares outsignrdil

dilutive 60,97¢ 59,95¢ 60,63 54,87¢
Basic earnings per common share:
Income from continuing operations $ 041 $ 021 $ 112 $ 0.57
Income from discontinued operations - - - -
Net income available to common shareholc $ 041 $ 021 % 11z $ 0.57

Diluted earnings per common share:
Income from continuing operations $ 04C $ 021 $ 111 % 0.57
Income from discontinued operations - - - -




Net income available to common shareholc $ 0.4C % 021 % 111 $ 0.57

As of September 30, 2007, there were approximagskythan 100 anti-dilutive securities excludedfidiluted earnings per share.
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8. Share Based Compensation

The Company’s 2005 Equity and Incentive Plan (“200&n”) permits the Company to grant to officerspéoyees and non-
employee directors of the Company incentive comgiéms directly linked to the price of the Compangteck. The Company grants options
at prices equal to the closing stock price of teenBanys stock on the dates the options were granted Cbnepany recognizes compensai
expense under SFAS No. 123(R) “Share-Based Payrf@rnits share-based payments based on the faiewaflthe awards. The fair value of
each option grant is separately estimated for gasting date. The fair value of each option is dimed into compensation expense on a
straight-line basis between the grant date forathard and each vesting date. The Company has éstirtee fair value of all stock option
awards as of the date of the grant by applyingfhek-Scholes-Merton multiple-option pricing valizat model. The application of this
valuation model involves assumptions that are juelgiad and highly sensitive in the determinatioraipensation expense. SFAS 123(R)’s
fair value valuation method resulted in share-basemtnse (a component of salaries and benefitieiamount of $457 and $1,237 for the
three and nine months ended September 30, 20@&atasely compared to $224 and $475 for the threkrane months ended September 30,
2006, respectively.

The following schedule shows all options grantedreised, expired and exchanged under the 2005fBtahe nine months end
September 30, 2006 and 2007:

Number of Amount Per
Shares Share

Outstanding, December 31, 2005 -

Granted 1,17 $ 7.0C

Outstanding, September 30, 2006 117 ¢ 7.0C
Outstanding, December 31, 2006 239C $ 7.00-7.5C
Granted 16C 10.5640.77
Exercised - -

Cancelled (55) 7.5C

Outstanding, September 30, 2007 2,49t ¢ 7.00410.77

The weighted average grant date fair value of ogtigranted during the first nine months of 2007 %58.72. As of September !
2007, there were approximately $4,300 of total cogmized compensation cost related to non-vesteslased compensation arrangeme

9. Comprehensive Income

The following table summarizes the components ofifp@hensive income net of tax:

Three Months Ended Nine Months Ended
September 30, September 30,
2007 2006 2007 2006
Net income $ 24,43 $ 12,41 $ 67,30¢ $ 31,47¢
Unrealized holding (loss) gain (18,099 3,74z (23,419 2,371
Reclassification adjustment (2,089 887 2,40t 1,64¢
Foreign currency translation 89¢ (1,416 (534) 2,12¢
Comprehensive income net of tax $ 514¢ $ 15,62¢ $ 45,76 37,61¢
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10. Income Taxes

Income tax expense for the three and nine monttisceSeptember 30, 2007 was $9,985 and $26,584ataésgy, compared to
$4,983 and $12,058 for the three and nine monttie@&Beptember 30, 2006. The following table redesthe Company’s statutory federal
income tax rate to its effective tax rate.

Three Months Ended Nine Months Ended
September 30, September 30,
2007 2006 2007 2006

Income from continuing operations before providion

income taxes and minority interest $ 30,30 $ 17,39¢ $ 91,67t $ 43,28:
Less: minority interest (4,119 - (2,217) -
Income from continuing operations after minorityeirest

before provision for income taxes $ 34,41¢ $ 17,39t $ 93,89: $ 43,28
Income taxes at statutory rates $ 12,047 $ 6,04t $ 32,86: $ 15,237
Effect of income not subject to US taxation (2,982 (1,062 (5,972 (3,179
Other, net 92 - (307) -
Provision for income taxes as shown on the conatdi

statements of earnings $ 9,98t $ 498: $ 26,58: $ 12,05¢
GAAP effective tax rate 29.(% 28.€% 28.2% 27.<%

We adopted FIN 48 on January 1, 2007. Under FINa8bhenefits are recognized only for tax positidret are more likely than r
to be sustained upon examination by tax authorifibe amount recognized is measured as the laagestint of benefit that is greater thar
percent likely to be realized upon ultimate set#ain Unrecognized tax benefits are tax benefitengd in tax returns that do not meet tt
recognition and measurement standards. The adogiibnot have a material effect on the Comparfinancial statements and we do
expect the change to have a significant impactwrresults of operations or financial position dgrthe next twelve months.

As permitted by FIN 48, the Company also adoptedaounting policy to prospectively classify accrugerest and penalties
related to any unrecognized tax benefits in it®ine tax provision. Previously, the Company’s poli@s to classify interest and penalties as
an operating expense in arriving at pre-tax incomeSeptember 30, 2007, the Company does not Aeseied interest and penalties related
to any unrecognized tax benefits. The years stiljguotential audit varies depending on the taisgliction. Generally, the Company’s
statutes are open for tax years ended Decemb@084,and forward. The Company’s major taxing flicBons include the U.S. (federal and
state), the United Kingdom and Ireland.

During 2006, the Internal Revenue Service (“IRSSinpleted an audit of the Company’s recently acqusubsidiaries, Associated
Industries Insurance Services, Inc. (“AllS”) ands@siated Industries Insurance Company’s (“AlIC’9l{ectively “Associated”) ¢ee Note 1.
Acquisitions). For the IRS’ 2002 and 2003 consdbdafederal income tax returns, the field examindicated Associated underpaid their
liability by approximately $3,200. In addition, @rest and penalties of $600 were assessed. DWD®@ Phanagement of Associated accrued a
liability for its best estimate of a settlementiwihe IRS. Although Associatesimanagement disagrees with the majority of théipos takel
by the examiner and has appealed the assessnef@othpany has estimated the potential liabilitptel to the audit to be $4,300 (including
$1,200 for penalties and interest) and has refieittis position, per FIN 48 guidelines, in the aditated financial statements.
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11. Other Investments

In February 2007, the Company participated with®l.ICapital, a Miami-based private equity firmfimancing H.l.G. Capital's
acquisition of Warrantech Corporation ("Warrantgah"a cash merger. The Company contributed $3{868 27% equity interest in
Warrantech. Additionally, the Company provided Vdatech with a $20,000 secured note due Janua303@, (note receivable - related
party). Interest on the note is accrued monthly @tte of 15% per annum and consists of a cash @oemp at 11% per annum and 4% per
annum for the issuance of additional notes (“PIKkedd) in a principal amount equal to the interesttpaid in cash on such date. Warrantech
is an independent developer, marketer and thirty paiministrator of service contracts and afterkatwarranties primarily for the motor
vehicle and consumer products industries. The Cosparrently provides insurance coverage for Wdgeins consumer product programs
and on certain nationwide warranty programs, wipidduced premiums of approximately $24,000 durfregrtine months ended September
30, 2007. As the Company does not exhibit contver Warrantech, the Company accounts for this itnvest under the equity method. The
Company recorded investment loss of approximately7$and $432 from its equity investment for theéhand nine months ended September
30, 2007, respectively. As of September 30, 20@7ctrrying value of the note receivable was $20(54€e receivable - related party).

12. Acquisitions

In September 2007, the Company acquired all theetssind outstanding stock of AllS a Florida-basedkers' compensation
managing general agency, and its wholly-owned slidosi, AlIC, a Florida workers' compensation insuedso licensed in Alabama, Georgia
and Mississippi for consideration of approximat$88,854. The $38,854 consisted of approximately#&Bof cash, $599 of direct
acquisition costs and $4,325 for a contingent lighielated to income taxes (see Note 10. IncorageE). The Company estimates the
contingency period will last approximately one yaawhich time the Company will distribute the $B3o either the IRS or the sellers of
Associated. Additionally, the Company preliminanigcorded $3,720 of goodwill and $10,210 of intdhgassets related to trademarks,
licenses, distribution networks and non-competeagents. The Company determined that the traderaatkicenses have indefinite lives
and the remaining intangible assets are being @adrbver a period of one to 15 years.

In accordance with SFAS No. 141, the cost of trguesition was preliminarily allocated to the assstquired and liabilities assum
based on the fair values as of the close of adgnsiwith the amounts exceeding the fair valuerded as goodwill. As the value of certain
assets and liabilities are preliminary in natuneytare subject to adjustment as additional inféionds obtained, including, but not limited to
goodwill, intangible assets and other assets aiities. The Company expects to finalize the atibns by the end of 2007. The preliminary
purchase price allocation as of the date of acipisis as follows:

Assets
Investments $ 131,80«
Cash 14,44¢
Accounts receivable 29,79«
Reinsurance recoverable 168,48
Deferred acquisition costs, net 4,22¢
Property and equipment 1,68¢
Goodwill 3,72(
Intangibles 10,21(
Deferred income taxes 9,32
Other assets 14,86¢
Total Assets $ 388,56
Liabilities
Loss and loss adjustment expenses $ 308,96
Unearned premiums 26,92t
Accounts payable and accrued expenses 13,817
Total Liabilities $ 349,70°

0524

Total Purchase Price 38,85¢
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The results of operations of Associatadehbeen included in the Company’s consolidateghfifal statements since the
acquisition date. Selected unaudited pro formaltestioperations assuming acquisition had occuaedf January 1, 2006, are set forth
below:

Three Months Ended Nine Months Ended
September 30, September 30,
2007 2006 2007 2006
Net earned premiul $ 91,18: $ 95,06¢ $ 368,35¢ $ 258,24t
Income from continuing operations 18,43 $ 13,88: 65,20¢ 33,82(
Income from continuing operations:
per common share - basic $ 031 % 02: $ 1.0¢ $ 0.6z
per common share - diluted $ 0.3C $ 0.2: $ 1.0 $ 0.62

In April 2007 the Company, through a subsidiagqudred all the issued and outstanding stock ofG@&up, Ltd. (“IGI"), a United
Kingdom specialty issuer. The acquisition shouldi®e the Company to expand its presence in theeditngdom through IG§ distributior
network and to leverage IGI's experienced admiatgin and claims handling capabilities. The resofitsperations have been included since
the acquisition date. The Company recorded a pieding purchase price of approximately $15,300, Wwhincluded cash of $14,800 and
approximately $500 of direct acquisition costs. igal allocation of the purchase price resultedjoodwill and intangible assets of
approximately $3,000 and $8,000, respectively. Dyithe third quarter the purchase price was fiedliand resulted in adjustment of good
will and intangibles to approximately $4,000 and0®D, respectively. The Company recorded intangiptémarily for trademarks and
distribution networks. The trademark was determiteeldave an indefinite live and the remaining igiale asset lives were determined to
have useful lives ranging between five and 20 yéelre Company has not presented pro forma resiutiparations because this acquisition
was not material to AmTrust's consolidated resofteperations.

13. Contingent Liabilities

The Company’s insurance subsidiaries are namedfaadhnts in various legal actions arising prinitypigom claims made under
insurance policies and contracts. Those actionsarsidered by the Company in estimating the losiSLaAE reserves. The Company’s
management believes the resolution of those actidhaot have a material adverse effect on the @any’s financial position or results of
operations.

14. Related Party Transactions
Reinsurance Agreeme

Maiden Holdings, Inc. (“Maiden”) is a Bermuda inance holding company formed by Michael Karfunketo@e Karfunkel and
Barry Zyskind, the principal shareholders, andpeesively, the Chairman of the Board of Direct@®irector, and the Chief Executive
Officer and Director of AmTrust. Messrs. Karfunlkeld Mr. Zyskind contributed $50,000 to Maiden I@swe. In July 2007, Maiden raised
approximately $480,600 in a private placement. Maithsurance Company, Ltd. (“Maiden Insurancetfmlly-owned subsidiary of
Maiden, is a Bermuda reinsurer.

During the third quarter of 2007, the Company araldédn entered into master agreement, as amendedibly they caused the
Company’s Bermuda affiliate, AmTrust Internatiohaurance, Ltd. (“All") and Maiden Insurance to @ninto a quota share reinsurance
agreement (the “Reinsurance Agreemehg’which (a) All retrocedes to Maiden Insuranceaarount equal to 40% of the premium writter
AmTrust’'s U.S., Irish and U.K. insurance comparftee “AmTrust Ceding Insurers”), net of the cosuofffiliated inuring reinsurance (and
in the case of AmTrust’s U.K. insurance subsidid®@},Insurance Company Limited (“IGI”), net of conisrions) and 40% of losses and (b)
All transfered to Maiden Insurance 40% of the AnsErGeding Insures unearned premium reserves, effective as of Jupar, with respe
to current lines of business, excluding risks fhick the AmTrust Ceding Insurers’ net retentionemds $5,000 (“Covered Business”).
AmTrust also has agreed to cause All, subjectdalegory requirements, to reinsure any insuraneepamy which writes Covered Business
in which AmTrust acquires a majority interest te #xtent required to enable All to cede to Maidesutance 40% of the premiums and lo
related to such Covered Business. The Agreemethigfiuprovides that the All receives a ceding consiois of 31% of ceded written
premiums, which after the first year would be sabfe adjustment (up to a maximum of 32% and amimn of 30%) based on the loss ratio
of the ceded business. The Reinsurance Agreemsrarhiitial term of three years and will automalticrenew for successive three year
terms thereafter, unless either All or Maiden lase notifies the other of its election not to rem®t less than nine months prior to the end
of any such three year term. In addition, eithetypia entitled to terminate on thirty day’s notigeless upon the occurrence of certain early
termination events, which include a default in payminsolvency, change in control of All or Maidersurance, run-off, or a reduction of



50% or more of the shareholders’ equity of Maidesurance or the combined shareholders’ equity bhAd the AmTrust Ceding
Insurers. The Company recorded approximately $40gd%eding commission during the third quarteR@07 as a result of this transaction.
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The following is the effect on the Company’s baksbeet as of September 30, 2007 and the resudfzeddtions for the three
months ended September 30, 2007 related to reimseie@greement with Maiden Insurance:

Assets and liabilities:

Reinsurance recoverable $ 24,74t
Ceded reinsurance payable 115,49¢

Results of operations:

Premium written - ceded $ (190,80))
Change in unearned premium - ceded 127,83!
Earned premium - ceded (62,96¢)
Ceding commission on premium written 59,14¢
Ceding commission — deferred (19,099
Cedng commission earned 40,05

The Reinsurance Agreement requires that Maiderrdnse provide to All sufficient collateral to seelits proportional share of
All's obligations to the U.S. AmTrust Ceding Instg€All is required to return to Maiden Insurancg assets of Maiden Insurance in excess
of the amount required to secure its proportiohars of All's collateral requirements, subject &tain deductions.

AmTrust, through subsidiaries, has entered inteirrsurance brokerage agreement and an asset maragegreement with Maiden
Insurance, under which the Company receives a bagkecommission of 1.25% of reinsured premium andrmual asset management fee of
0.35% of assets under management, respectivelyCohgpany recorded $2,400 of brokerage commissioinglthe third quarter of 2007.

Leap Tide Transactior

AmTrust Capital Management, Inc. (“ACM"pur wholly owned subsidiary, currently manages apionately $82,000 dollars of ¢
assets. These assets are held in a Bermuda maaagadt

ACM also serves as the Investment Manager of Ledp Fartners, L.P., a domestic partnership, ang Déde Offshore, Ltd., a
Cayman exempted company, both of which were forfaethe purpose of providing qualified third-paitywestors the opportunity to invest
funds in a vehicle managed by ACM (the “Hedge Fiind$o date, approximately $32,000 have been itaces the Hedge Funds.
Approximately 88% of these funds were contributgdvichael Karfunkel, George Karfunkel and BarryZyskind. Our Audit Committee
has reviewed the Leap Tide transactions and detedithat they were entered into at arms-lengthdishdot violate our Code of Business
Conduct and Ethics.

Lease Agreemel

In June 2002, the Company entered into a leaseagget for approximately 9,000 square feet of offipace at 59 Maiden Lane in
downtown Manhattan from 59 Maiden Lane Associdtes], an entity which is wholly owned by Michael Kankel and George Karfunkel.
The Company paid approximately $100 and $300 felehse for the three months ended September 83,&@ 2006, respectively. At the
time entering into the agreement, the Company wiaately held and did not have an audit commitiee lease expires in August 2008 and
the audit committee will review any potential remd\ease.

Employment Relationsh

Barry Karfunkel, an analyst with a Company subsidiaarned approximately $56 and $169 for the tareknine months ended
September 30, 2006 and 2007, respectively. Barrfukkel is the son of Michael Karfunkel and the they-in-law of Barry Zyskind.

15. Segments

The Company currently operates three business sggnworkers’ Compensation Insurance; Specialtk Bigl Extended Warranty
Insurance; and Specialty Middle-Market Property @adualty Insurance. The “Corporate & Other” segmepresents the activities of the
holding company including interest income attriltlite holding company assets as well as a portideefevenue. In determining total assets
(excluding cash and invested assets) by segme@dh®any identifies those assets that are atttiteita a particular segment such as
premium receivable, deferred acquisition cost,q@iance recoverable and prepaid reinsurance wigleeimaining assets are allocated based



on net written premium by segment. In determiniaghcand invested assets, by segment the Compankesatertain identifiable
liabilities such as unearned premium and loss assl ddjustment expense reserves by segment. Tladiegicash and invested assets are
then allocated based on net written premium by segninvestment income and realized gains (losesjletermined by calculating an
overall annual return on cash and invested assdtgaplying that overall return to the cash ane#ted assets by segment. These operating
segments are segments of the Company for whichratepfnancial information is available and for wimioperating results are evaluated
regularly by executive management in deciding hoallocate resources and in assessing performance.
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The following tables summarize business segmeriisllasys:

Three months ended September 30, 2007
Gross premium written

Earned premium

Ceding commission revenue — related party
Investment income and other revenues
Commission and fee revenue

Operating income from continuing operations
Interest expense

Income taxes

Income from continuing operations

Three months ended September 30, 2006
Gross premium written

Earned premium

Investment income and other revenues
Commission and fee revenue

Operating income from continuing operations
Interest expense

Income taxes

Income from continuing operations

Nine months ended September 30, 2

Gross premium written

Earned premium

Ceding commission revenue — related party
Investment income and other revenues
Commission and fee revenue

Operating income from continuing operations
Interest expense

Income taxes

Income from continuing operations

Nine months ended September 30, 2

Gross premium written

Earned premium

Investment income and other revenues
Commission and fee revenue

Operating income from continuing operations
Interest expense

Income taxes

Specialty
middle-
market
property
Specialty risl and
Workers’ and extende casualty Corporate
compensatio warranty insurance and other Total
$ 67,37" 76,18¢ 49,69¢ $ -$ 193,26
52,381 18,29¢ 11,10¢ (2) 81,78t
17,36¢ 8,57¢ 14,11( - 40,05«
5,76¢ 3,191 2,88¢ (4,119 7,72¢
2,25( 3,131 - 2,62¢ 7,90¢
20,28( 9,58¢ 4,504 (1,379) 32,99t
1,00: 1,03¢ 57¢ - 2,65(
5,65¢ 2,41¢ 1,16¢ T4z 9,98t
13,59° 6,207 2,75¢ 1,874 24,43¢
$ 66,22¢ 40,36: 29,40¢ $ -$ 135,99
57,00¢ 16,89: 9,62: - 83,52¢
7,81¢ 2,28( 1,32¢ 15¢ 11,58:
1,53¢ 1,34¢ - - 2,87¢
13,42¢ 1,614 3,13¢ 15¢ 18,33:
964 28: 162 - 1,41(
3,60¢ 13¢ 1,18 48 4,98:¢
9,29 981 2,02¢ 11c 12,41
Specialty
Specialty rist  middle-market
Workers’” and extende  property and Corporate
compensatio warranty casualty insuranc and other Total
$ 235,47¢$ 19345 $ 164,01¢ $ -$ 592,95
183,50° 76,321 71,06¢ (3) 330,90(
17,36¢ 8,57¢ 14,11( - 40,05¢
23,35: 10,20} 13,71¢ (2,217%) 45,057
7,29( 6,62¢ - 2,772 16,68¢
53,62¢ 24,69¢ 19,70¢ 55¢ 98,58t
3,07¢ 2,25¢ 1,65¢ - 6,98t
14,30¢ 6,36¢ 5,122 787 26,58¢
36,24« 16,07¢ 12,92¢ 2,061 67,30¢
$ 194,69! $ 85,54¢ $ 92,76- $ -$  373,00:
156,48t 41,49 27,79: 1 225,77:
19,47 5,16: 3,45¢ 99¢ 29,09t
5,152 3,788 - - 8,93t
33,97: 6,01( 5,49¢ 99¢ 46,47¢
2,53 671 45C - 3,65¢
8,75¢ 1,614 1,40¢ 27¢ 12,05¢



Income from continuing operations 23,26t 3,84¢ 3,64( 471 31,22
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As of September 30, 2007
Fixed assets

Goodwill and intangible assets
Total assets

As of September 30, 2006
Fixed assets

Goodwill and intangible assets
Total assets

Specialty
middle-market
Specialty risk  property and

Workers’  and extended casualty Corporate

compensatio  warranty insurance and other Total
$ 5,58¢ $ 4,087 $ 3,001 $ -$ 12,67«
28,65¢ 13,20« 12,09: - 53,95!
1,192,89 370,04. 621,67¢ 23,377 2,207,98
$ 5287 $ 2,32¢ $ 2,00¢ $ -$ 9,61¢
17,95: 6,16¢ 6,16¢ - 30,281
769,44t 193,33: 114,95! - 1,077,73.
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Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations

The Company is a multinational specialty propertg aasualty insurer focused on generating congiataferwriting profits. We
provide insurance coverage for small businessepeodlicts with high volumes of insureds and losdiles which we believe are predictat
We target lines of insurance that we believe gdlyesiee underserved by larger insurance carrielh® Company has grown by hiring team:
underwriters with expertise in our specialty liresl through acquisitions of access to distributietworks and renewal rights to established
books of specialty insurance business. We haveatipas in three business segments:

« Workers’ compensation for small businesses (avepagm@ium less than $5,000 per policy) in the Untgtes;

» Specialty risk and extended warranty coverage dosamer and commercial goods and custom designedages, such as accidental
damage plans and payment protection plans offeredrinection with the sale of consumer and comrakgoiods, in the United
Kingdom, certain other European Union countries iiedUnited States; and

» Specialty middle-market property and casualty iasae. We write commercial insurance for homogenemusowly defined classes
of insureds, requiring an in-depth knowledge ofitisured’s industry segment, through general ahdrotholesale agents.

The Company transacts business through seven msic@mpany subsidiaries: Technology Insurance @oamgdnc. (“TIC"),
Rochdale Insurance Company (“RIC”), Wesco Insurddempany (“WIC”) and Associated Industries Insua@ompany, Inc. (“AlIC"),
which are domiciled in New Hampshire, New York, &ghre and Florida, respectively; and AmTrust Indéonal Insurance Ltd. (“All”),
AmTrust International Underwriters Limited (“AlU'gnd IGI Insurance Company, Ltd. (“IGI”), which atemiciled in Bermuda, Ireland and
England, respectively.

Insurance, particularly workers’ compensationgenerally, affected by seasonality. The first qeragenerally produces greater
premiums than subsequent quarters. Neverthelesanfiact of seasonality on our small business wetl®mpensation and specialty middle
market segments has not been significant. We keetigat this is because we serve many small busisé@sdifferent geographic locations. In
addition, seasonality may have been muted by aquisition activity.

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

Gross Premium WritterGross premium written represent estimated preminoms each insurance policy that we write, includasy
part of an assigned risk pool, during a reportiagqd based on the effective date of the indivicaddicy. Certain policies that are
underwritten by the Company are subject to prenmauidit at that policy’s cancellation or expiratidie final actual gross premiums written
may vary from the original estimate based on changé¢he final rating parameters or classificatiohthe policy.

Net Premium WritteriNet premium written are gross premiums written tbss portion of premium that is ceded to thirdtpar
reinsurers under reinsurance agreements. The armedetl under these reinsurance agreements is diasedontractual formula contained in
the individual reinsurance agreement.

Net Premium EarnedNet premium earned is the earned portion of oupr&niums written. Insurance premiums are earnegl [no
rata basis over the term of the policy. At the ehdach reporting period, premiums written thatrmwveearned are classified as unearned
premiums and are earned in subsequent periodglmeemaining term of the policy. Our workers’ campation insurance policies typically
have a term of one year. Thus, for a one-year yp@ligtten on July 1, 2007 for an employer with astant payroll during the term of the
policy, we would earn half of the premiums in 2G0®I the other half in 2008. Our specialty risk artbnded warranty coverages are earned
over the estimated exposure time period. The teansdepending on the risk and have an averagdidunraf approximately 34 months, but
range in duration from one month to 60 months.

Net Loss Ratio The net loss ratio is a measure of the undengrirofitability of an insurance company's businé&sgressed as a
percentage, this is the ratio of net losses and In&Hrred to net premiums earned.

Net Expense RatioThe net expense ratio is a measure of an inserempany's operational efficiency in administeiitsgousiness.
Expressed as a percentage, this is the ratio afuhneof policy acquisition expenses, salaries arkfits, and other insurance general and
administrative expenses less ceding commissioet@memiums earned.
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Net Combined RatioThe net combined ratio is a measure of an inggranmpany's overall underwriting profit. Thishe tsum of
the net loss and net expense ratios. If the nebawed ratio is at or above 100, an insurance compannot be profitable without investment
income, and may not be profitable if investmenbime is insufficient.

Annualized Return on EquityReturn on equity is calculated by dividing net imeo(net income excludes results of discontinued
operations as well as any currency gain or losscés®d with discontinued operations on an afteib&sis) by the average of shareholders’
equity.

One of the key financial measures that we use &tuate our operating performance is return on @eeemuity. Our return on
average equity was 25.6% and 15.8% for the thregttimaended September 30, 2007 and 2006, respgctaral 24.8% and 19.1% for the
nine months ended September 30, 2007 and 200&atésgly. In addition, we target a net combinedbraf 95.0% or lower over the long
term, while seeking to maintain optimal operatiegdrage in our insurance subsidiaries commenswitiiour A.M. Best rating objectives.
Our net combined ratio was 74.6% and 91.6% fotlihee months ended September 30, 2007 and 20@@&ctasly, and 85.9% and 92.4%
for the nine months ended September 30, 2007 ad@, 28spectively. The decline in the combined rpddod over period resulted primarily
from entering into a reinsurance agreement withddailnsurance during the third quarter of 2007.pMé@ to write additional premiums
without a proportional increase in expenses anithénreduce the expense component of our net caubatio over time.

Critical Accounting Policies

The Company'’s discussion and analysis of its resiflbperations, financial condition and liquidétse based upon the Company’s
consolidated financial statements, which have lpgepared in accordance with U.S. generally acceqtedunting principles. The preparat
of these financial statements requires the Companyake estimates and judgments that affect thaiatamf assets and liabilities, revenues
and expenses and disclosure of contingent assetgahilities as of the date of the financial stagnts. As more information becomes known,
these estimates and assumptions could change, wbigld have an impact on actual results that mégrdinaterially from these estimates
and judgments under different assumptions. The Goypas not made any changes in estimates or jutgrtiat have had a significant
effect on the reported amounts as previously dégddn our Annual Report on Form 10-K for the flqmeriod ended December 31, 2006.
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Results of Operations

Consolidated Results of Operations (Unaudited)

Gross premium written

Net premium writter
Change in unearned premium

Net earned premiut

Ceding commission — related party

Commission and fee income

Net investment incom

Net realized gain (loss) on investme

Other investment income (loss) on managed assets

Total revenue

Loss and loss adjustment expense

Policy acquisition expenses

Salaries and benefits

Other insurance general and administrative expense
Other underwriting expenses

Operating income from continuing operations

Other income (expense):
Foreign currency gain (loss)
Interest expense

Total other expense

Income from continuing operations before providion
income taxes and minority interest

Provision for income taxes

Minority interest in net loss of subsidiary
Net income from continuing operatio
Gain from discontinued operations

Net income

Key Measures:
Net loss ratic

Net expense rati
Net combined ratit

Three Months Ended

Nine Months Ended

September 30, September 30,

2007 2006 2007 2006
193,26: $ 135,99. $ 592,95 $ 373,00:
(30,71) $ 105,59¢ 293,42: $ 314,34
112,50! (22,079 (37,476 (88,572
81,78¢ 83,52¢ 330,90( 225,77:
40,05¢ - 40,05¢ -
7,90¢ 2,87¢ 16,68¢ 8,93¢
13,91¢ 7,53¢ 38,32¢ 18,96(
(2,079 4,044 8,94¢ 10,13¢
(4,119 - (2,217 -
137,47. 97,98¢ 432,69¢ 263,80:
52,14: 55,35( 211,69 146,00t
27,61¢ 10,63t 59,64¢ 27,107
12,91¢ 8,014 31,84¢ 19,74¢
8,29: 2,55( 20,87( 15,58¢
3,51z 3,10¢ 10,05: 8,87:
104,47 79,65¢ 334,11« 217,32:
32,99: 18,33: 98,58t 46,47¢

(44) 47z 75 457
(2,650 (1,410 (6,985 (3,659
(2,699 (937) (6,910 (3,196)
30,30: 17,39¢ 91,67t 43,28
9,98t 4,98: 26,58¢ 12,05¢
(4,119 - (2,217 -
24,43 $ 12,41 67,30¢ $ 31,22¢

- - 25C
24,43 $ 12,41 67,30¢ $ 31,47t

63.9% 66.% 64.(% 64.7%
10.7% 25.4% 21.%% 27.1%
74.6% 91.7% 85.9% 92./%

Consolidated Result of Operations for the Three Mba Ended September 30, 2007 ar2D06

Gross Premium WrittenGross premium written increased $57.3 milliod2r1% from $136.0 million to $193.3 million for tiieree
months ended September 30, 2006 and 2007, resplgctihe increase of $57.3 million was attributaiole $1.2 million increase in our s
business workers’ compensation business, a $33li8mincrease in our specialty risk and extendedranty business and a $20.3 million
increase in our specialty middle-market property easualty business. The increase in the speciattglle-market gross premiums written
resulted, primarily, from the underwriting of newograms and the growth of existing programs. Tleegiase in premiums for the specialty
risk and extended warranty segment resulted, pifyn&niom the underwriting of new coverage planghie United States as well as the



acquisition of IGI in the second quarter of 200hjeh contributed $24.8 million of premiums.
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Net Premium WrittenNet premium written decreased $136.3 millionk##9.1%) from $105.6 million to $(30.7) million féne thret
months ended September 30, 2006 and 2007, resplgcfihe decrease of $136.3 million was net of $&89fillion of written premium ceded
to Maiden Insurance during the third quarter of 20@der the terms of a reinsurance agreement @nteeduring the third quarter of 2007.
Before cessions to Maiden Insurance, net writtemaum increased $54.5 million in the third quadER007 compared to the third quarter of
2006. The increase before cessions by segmentswat business workers’ compensatior2:2million; specialty risk and extended warre
- $37.3 million; and specialty middle market prageand casualty - $15.0 million.

Net Premium EarnedNet premium earned decreased $1.7 million o2 .ftom $83.5 million for the three months ended
September 30, 2006 to $81.8 million for the thremths ended September 30, 2007. The decrease7ofriiion was net of earned premium
ceded to Maiden Insurance during the third quart@007 under the terms of a reinsurance agreeargated into during the third quarter of
2007. Before cessions to Maiden Insurance, earresdipm increased $61.2 million in the third quad&R007 compared to the third quarter
of 2006. The increase by segment before cessioassmall business workers’ compensation - $15.6anjlspecialty risk and extended
warranty - $27.4 million; and specialty middle metrbroperty and casualty - $18.2 million.

Commission andFee IncomeCommission and fee income increased $5.0 millioh7et.6% from $2.9 million to $7.9 million for
the three months ended September 30, 2006 and g&p&ctively. A majority of the increase resulfiein entering into a reinsurance
agreement with Maiden Insurance whereby the Companyed reinsurance brokerage fees.

Net Investment IncomBet investment income increased $6.4 million 068¢from $7.5 million to $13.9 million for the three
months ended September 30, 2006 and 2007, resplgcilihe increase resulted from increased inves$sdts. Average invested assets
(excluding equity securities) was approximatelyO®1hillion for the three months ended Septembe807 compared to approximately $612
million for the three months ended September 30628n increase of $410 million or 67.0%. In adxditiyields on the Company’s fixed
maturities have increased over the same time pédoa 4.9% to 5.4%.

Net Realized Gains (Losses) on Investmd&gsrealized losses on investments for the threetihhscended September 30, 2007 were
$(2.1) million, compared to a gain of $4.0 millitar the same period in 2006. The decrease relatdtettiming of certain sales of
underperforming investments of the Company’s equistfolio and the write-down of two equity secig# of $3.4 million that were
determined to be other than temporarily impairedrduthe third quarter of 2007.

Loss and Loss Adjustment Expensess and loss adjustment expenses decreased 4o i 5.8% from $55.3 million for the
three months ended September 30, 2006 to $52.ibmitir the three months ended September 30, ZIH0¥ Company’s loss ratio for the
three months ended September 30, 2007 decreaé8®8s from 66.3% for the three months ended Septed®, 2006. The decrease
resulted from a decrease in the Company’s actlyapebjected ultimate losses based on the Compdag&sexperience.

Policy Acquisition Expense, Salaries and Benefiigdase and Other Insurance General and Administdfixpense less Ceding
CommissionPolicy acquisition expense, salaries and benefjterse and other insurance general and adminigratipense less ceding
commission decreased $12.4 million or 58.6% frorh.$2nillion for the three months ended Septembef806 to $8.8 million for the three
months ended September 30, 2007. The expensdamatlee same periods decreased from 25.4% to 1Q:&8pectively. The decrease in
expense ratio resulted primarily from ceding consiois of $40.1 million earned through the reinsueaagreement with Maiden Insurance
during the third quarter of 2007.

Operating Income from Continuing Operatiofrecome from continuing operations increased $14llfom or 80.0% from $18.3
million to $33.0 million for the three months endeeptember 30, 2006 and 2007, respectively. Thig@se is attributable to strong growtl
gross premium written, commission and fee inconteiamestment income combined with an improvemerthénet expense ratio which
resulted from the reinsurance agreement with Maldsurance entered into the third quarter of 2007.

Interest Expensédnterest expense for the three months ended Septe3fbh 2007 was $2.7 million, compared to $1.4ianilfor the
same period in 2006. The increase was primaritjbatible to interest expense on $40.0 millionusfigr subordinated debentures issued by
the Company in the first quarter of 2007.

Income Tax Expense (Benefit)come tax expense for three months ended Septe30b@007 was $10.0 million which resulted in

an effective tax rate of 29.0%. Income tax expdas¢hree months ended September 30, 2006 was®¥i8iiOn which resulted in an effective
tax rate of 28.6%.
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Consolidated Result of Operations for the Nine MbstEnded September 30, 2007 ar2D06

Gross Premium WrittenGross premium written increased $220.0 millio5®10% from $373.0 million for the nine months esde
September 30, 2006 to $593.0 million for the nirenths ended September 30, 2007. The increase wiasi@ble to a $40.7 million increase
in our small business workers’ compensation busire$108.0 million increase in our specialty askl extended warranty business and a
$71.3 million increase in our specialty middle-netrgroperty and casualty business. The increageiSmall Business Workers'’
Compensation segment related primarily to $19.lionilof additional premiums resulting from the aisiion from Muirfield Underwriters,
Ltd. of its distribution network and the renewajhis to its existing business during the secondtguaf 2006 and $17.0 million from organic
growth. The increase in premiums for the speciddy and extended warranty segment resulted, pilyn&om the underwriting of new
coverage plans in the United States and the atiguisif IGI in the second quarter of 2007, whicmtdbuted $40.3 million of premiums. The
increase in the specialty middle-market gross puemiwritten resulted from, primarily, from the undéting of new programs and the
growth of existing programs.

Net Premium WritteriNet premium written decreased $20.9 million or ¥6) from $314.3 million to $293.4 million for then@
months ended September 30, 2006 and 2007, resplgciihe decrease of $20.9 million was net of $&9fillion of written premium ceded
to Maiden Insurance during the third quarter of 20@der the terms of a reinsurance agreement entgreduring the third quarter of 2007.
Before cessions to Maiden Insurance, net writtemam increased $169.9 million for the nine morghded September 30, 2007 compared
to the nine months ended ended September 30, ZB@Gncrease before cessions by segment was: basatless workers’ compensation -
$40.5 million; specialty risk and extended warran$0.7 million; and specialty middle market prdpeand casualty - $38.7 million.

Net Premium EarnedNet premium earned increased $105.1 million 06%6from $225.8 million for the nine months ended
September 30, 2006 to $330.9 million for the nirenths ended September 30, 2007. The increase &f Bdillion was net of earned
premium ceded to Maiden Insurance during the thirarter of 2007 under the terms of a reinsuranoeeagent entered into during the third
quarter of 2007. Before cessions to Maiden Insweaearned premium increased $168.1 million fomtine months ended September 30,
2007 compared to the nine months ended Septemb@08®@ in the third quarter of 2007. The increagsdgment before cessions was: small
business workers’ compensation - $47.2 million;c&gey risk and extended warranty - $60.8 milliamd specialty middle market property
and casualty - $60.1 million.

Commission andFee IncomeCommission and fee income increased $7.8 millio&68% from $8.9 million to $16.7 million for
the nine months ended September 30, 2006 and a&¥pectively. The increase resulted from contraetrded to the Company, effective
January 1, 2007, to administer a portion of theMia Workers’ Compensation Insurance Plan, reensce brokerage fees earned from
Maiden Insurance during the third quarter of 200d fees for warranty administration from speciaisk and extended warranty customers
for which a subsidiary of the Company acts as weyradministrator.

Net Investment IncomBlet investment income increased $19.3 million d2.18 from $19.0 million to $38.3 million for thera
months ended September 30, 2006 and 2007, resplgctiihe increase resulted from an increase ofemeeimvested assets. Average invested
assets (excluding equity securities) were approtem&821.6 million for the nine months ended Seylter 30, 2007 compared to
approximately $519.3 million for the nine monthsled September 30, 2006, an increase of $302.2milf 58.3%. In addition, yields on t
Company’s fixed maturities have increased overstrae time period from 4.9% to 6.2%.

Net Realized Gains on Investmeist realized gains on investments for the nine menhded September 30, 2007 were $8.9
million, compared to $10.1 million for the sameipdrin 2006. The decrease relates to a wddem of $3.4 million of investments in the th
quarter of 2007 offset by an increase in the aveesgets held in our equity portfolio during thequband the realization of gains on certain
value stocks in the portfolio due to active poitichanagement.

Loss and Loss Adjustment Expensess and loss adjustment expenses increased $@6chror 45.0% from $146.0 million for the
nine months ended September 30, 2006 to $211.ibmftr the nine months ended September 30, 200& Jompany’s loss ratio for the
nine months ended September 30, 2007 decreasddo® 6rom 64.7% for the nine months ended Septel@®e2006. The Company’s
overall loss ratio had remained relatively consista/er the periods.

Policy Acquisition Expense, Salaries and Benefiigdase and Other Insurance General and Administdfixpense less Ceding
CommissionPolicy acquisition expense, salaries and benefjterse and other insurance general and adminigratipense less ceding
commission increased $9.9 million or 15.8% from .@&®illion for the nine months ended September2B06 to $72.3 million for the nine
months ended September 30, 2007. Despite the serdae expense ratio for the same periods decrdase 27.7% to 21.9%, respectively.
The decrease in expense ratio resulted primaoiy fceding commissions of $40.1 million earned tgtothe reinsurance agreement with
Maiden Insurance during the third quarter of 2007.
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Operating Income from Continuing Operatiofrecome from continuing operations increased to @®&llion for the nine months
ended September 30, 2007, from $46.5 million ferrime months ended September 30, 2006, an incoé&82.1 million or 112.1%. This
increase is attributable to strong growth in gqoEsnium written combined with a consistent losrahd an improvement in the net expense
ratio.

Interest Expensédnterest expense for the nine months ended Septe3Bb@007 was $7.0 million, compared to $3.7 wiilfor the
same period in 2006. The increase was primarihbatiable to interest expense on $30.0 million $4@.0 million of junior subordinated
debentures issued by the Company in July, 2008V&rdh, 2007, respectively.

Income Tax Expense (Benefitjcome tax expense for nine months ended SepteBh@007 was $26.6 million resulting in an
effective tax rate of 28.3%. Income tax expensenfoe months ended September 30, 2006 was $12idnmithich resulting in an effective

tax rate of 27.9%.

Small Business Workers’ Compensation Segment (Unaitdd)

Three Months Ended Nine Months Ended
September 30, September 30,
2007 2006 2007 2006

Gross premium written $ 67,377 $ 66,22F $ 23547¢ $ 194,69!
Net premium writter 68 58,18 152,99 172,78:
Change in unearned premium 52,31¢ (1,179 30,51¢ (16,299
Net premium earne 52,38 57,00¢ 183,50° 156,48t
Ceding commission revenue 17,36¢ - 17,36¢ -
Loss and loss adjustment expense 31,51¢ 35,22¢ 111,89° 94,52¢
Policy acquisition expenses 11,92« 9,04z 30,60¢ 22,97(
Salaries and benefits 4,45¢ 5,321 14,691 13,52¢
Other insurance general and administrative expense 8,41: 1,90¢ 15,32; 11,02¢

56,31: 51,50( 172,51° 142,05:
Net premiums earned less expenses included in cad

ratio $ 13,44: % 550¢ $ 28,35¢ $ 14,43t

Key Measures:
Net loss ratic 60.2% 61.8% 61.(% 60.4%
Net expense rati 14.2% 28.5% 23.% 30.4%%
Net combined ratit 74.%% 90.2% 84.5% 90.8%

SmallBusiness Workers’ Compensation Segment Results péations for the Three Months Ended September 3007 and 2006

Gross Premium WrittenGross premium written increased $1.2 or 1.7% f#&&®.2 million for the three months ended September
30, 2006 to $67.4 million for the three months eh8eptember 30, 2007. On an overall basis, gr@saipm written was relatively flat as
both premium rates and policies issued were camdistith the prior period.

Net Premium WrittenNet premium written decreased $58.1 million &.996) from $58.2 million to $0.1 million for thertte
months ended September 30, 2006 and 2007, resplgciihe decrease of $58.1 million was net of $60ilion of premium written ceded to
Maiden Insurance during the third quarter of 206@dar the terms of a reinsurance agreement entet@during the third quarter of 2007.
Before cessions to Maiden Insurance, net premiuittenrincreased $2.2 million in the third quarté2607 compared to the third quarter of
2006. The increase of $2.2 million resulted fromsgrpremium written being consistent period oveiople

Net Premium EarnedNet premium earned decreased $4.6 million or%¢3.ftom $57.0 million for the three months ended
September 30, 2006 to $52.4 million for the thremths ended September 30, 2007. The decreasetoirifion was net of earned premium
of $20.2 million ceded to Maiden Insurance during third quarter of 2007. Before cessions to Maidenrance, earned premium increased
$15.6 million in the third quarter of 2007 compatedhe third quarter of 2006. This increase wassalt of the premium in the preceeding



twelve months being greater than the twelve mopthseding September30, 2006..
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Loss and Loss Adjustment Expensess and loss adjustment expenses decreased 3Bon mi 10.5% from $35.2 million for the
three months ended September 30, 2006 to $31.Bmitr the three months ended September 30, ZIN@¥ Company’s loss ratio for the
segment for the three months ended September B@,d¥rreased to 60.2% from 61.8% for the three hsoended September 30, 2006. The
overall loss ratio had remained relatively consiste/er the periods.

Policy Acquisition Expense, Salaries and Benefigdase and Other Insurance General and Adminisedfixpense less Ceding
CommissionPolicy acquisition expense, salaries and benefpierse and other insurance general and adminigtrexipense less ceding
commission decreased $8.9 million or (54.4%) frar6.8 million for the three months ended SeptemBe2806 to $7.4 million for the three
months ended September 30, 2007. The expensalemtieased from 28.5% for the three months endett@épr 30, 2006 to 14.2% for the
three months ended September 30, 2007. The dedreaspense ratio resulted primarily from cedingnooissions of $17.4 million earned
through the reinsurance agreement with Maiden e during the third quarter of 2007 offset byéased salary expense.

Net Premiums Earned less Expenses Included in GadiRatio (Underwriting Income)Net premiums earned less expenses
included in combined ratio increased $7.9 milliorld4.0% from $5.5 million for the three months ed&eptember 30, 2006 to $13.4 mil
for the three months ended September 30, 2006.iftnsase is attributable to strong growth in gneggen premium combined with
improvements in the expense ratio attributablestdig commission from Maiden Insurance during Hieltquarter of 2007.

Small Business Worke’ Compensation Segment Results of Operations fog fiiine Months Ended September 30, 2007 and 2006

Gross PremiumWritterGross premium written increased $40.8 million 01920 from $194.7 million for the nine months ended
September 30, 2006 to $235.5 million for the nirenths ended September 30, 2007. The increase Bntladl Business Workers’
Compensation segment related primarily to $19.lionilof additional premiums resulting from the aigiion from Muirfield Underwriters,
Ltd. of its distribution network and $17.1 millidrom organic growth.

Net Premium WrittenNet premium written decreased $19.8 million dr.§26) from $172.8 million to $153.0 million for timéne
months ended September 30, 2006 and 2007, respigcifhe decrease of $19.8 million was net of $60ilon of written premium ceded to
Maiden Insurance during the third quarter of 208@dar the terms of a reinsurance agreement enteteduring the third quarter of 2007.
Before cessions to Maiden Insurance, net writtemaum increased $40.5 million for the nine monthdesl September 30, 2007 compared to
the nine months ended September 30, 2006. Theaserf $40.5 million resulted from an increaserivsg premium written in 2007.

Net Premium EarnedNet premium earned increased $27.0 million o8%from $156.5 million for the nine months ended
September 30, 2006 to $183.5 million for the nirenths ended September 30, 2007. The increase d $illion was net of earned
premium ceded to Maiden Insurance during the thirarter of 2007. Before cessions to Maiden Insweaearned premium increased $47.2
million for the nine months ended September 3072@impared to the nine months ended Septembe086, Zhis increase was a result of
an increase in gross premium written.

Loss and Loss Adjustment Expensess and loss adjustment expenses increased $1lliohror 18.4% from $94.5 million for the
nine months ended September 30, 2006 to $111.®mfbr the nine months ended September 30, 200& Jompany’s loss ratio for the
segment for the nine months ended September 30@,i800cased to 61.0% from 60.4% for the nine moetied September 30, 2006. The
overall loss ratio had remained relatively consista/er the periods.

Policy Acquisition Expense, Salaries and Benefiigdase and Other Insurance General and Administdfixpense less Ceding
CommissionPolicy acquisition expense, salaries and benefjterse and other insurance general and adminigratipense less ceding
commission decreased $4.3 million or (9.0%) frorid.$4million for the nine months ended September2B06 to $43.2 million for the nine
months ended September 30, 2007. The expensalemtieased from 30.4% for the nine months ended:Bdqatr 30, 2006 to 23.6% for the
nine months ended September 30, 2007. The dedreaspense ratio resulted primarily from ceding oaission of $17.4 million earned frc
the reinsurance agreement with Maiden Insurandegitine third quarter of 2007.

Net Premiums Earned less Expenses Included in GadiRatio (Underwriting Income)Net premiums earned less expenses
included in combined ratio increased $13.9 or 96f&svh $14.4 million for the nine months ended Sepier 30, 2006 to $28.4 million for t
nine months ended September 30, 2006. This incisag®ibutable to strong growth in revenue coreblimvith improvements in the expense
ratio.
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Specialty Risk and Extended Warranty Segment (Unauited)

Three Months Ended September Nine Months Ended September

30, 30,
2007 2006 2007 2006
Gross premium written $ 76,18t $ 40,36: $ 193,45 $ 85,54¢
Net premium writter (19,26¢) 28,17¢ 71,53¢ 65,557
Change in unearned premium 37,56¢ (11,289) 4,791 (24,067
Net premium earne 18,29¢ 16,89 76,321 41,49(
Ceding commission 8,57¢ - 8,57¢ -
Loss and loss adjustment expense 13,63( 13,78: 55,64 34,45¢
Policy acquisition expenses 4,80z - 7,19¢ -
Salaries and benefits 5,42¢ 1,981 9,51( 4,01(
Other insurance general and administrative expense (1,749 51€ 231 2,17¢
22,10° 16,28( 72,57¢ 40,64

Net premiums earned less expenses included in cad

ratio $ 4,76¢ $ 614 $ 12,32« $ 847
Key Measures:
Net loss ratic 74.5% 81.€% 72.%% 83.1%
Net expense rati (0.5% 14.8% 11.(% 14.%
Net combined ratit 73.%% 96.4% 83.€% 98.(%

Specialty Risk and Extended Warranty Segment ResaftOperations for the Three Months Ended Septem®@, 2007 anc 2006

Gross Premium WrittenGross premium written increased $35.8 millior88r8% from $40.4 million for the three months ended
September 30, 2006 to $76.2 million for the thremths ended September 30, 2007. The increasenmyoreresulted, primarily, from the
underwriting of new coverage plans in the Uniteatt& and the acquisition of IGI in the second quart 2007, which contributed $24.8
million of premiums in the third quarter of 2007.

Net Premium WrittenNet premium written decreased $47.4 million @§#%) from $28.1 million to $(19.3) million forehthree
months ended September 30, 2006 and 2007, respigcifhe decrease of $47.4 million was net of $84dilion of written premium ceded to
Maiden Insurance during the third quarter of 206@dar the terms of a reinsurance agreement enteteduring the third quarter of 2007.
Before cessions to Maiden Insurance, net writtemaum increased $37.2 million in the third quadER007 compared to the third quarter of
2006. The increase of $37.2 million resulted framirecrease in gross premiums written in 2007.

Net Premium EarnedNet premiums earned increased $1.4 million o¥8tm $16.9 million for the three months endedtSeyber
30, 2006 to $18.3 million for the three months eh8eptember 30, 2007. The increase of $1.4 millias net of earned premium ceded to
Maiden Insurance during the third quarter of 2@&fore cessions to Maiden Insurance, earned prenmaraased $27.4 million in the third
quarter of 2007 compared to the third quarter @f&dhe increase was a result of an increase gsgmoitten premium in 2007.

Loss and Loss Adjustment Expensess and loss adjustment expenses decreased d0oh mi 1.1% from $13.8 million for the
three months ended September 30, 2006 to $13.miitr the three months ended September 30, Zl0©¥ loss ratio for the segment for the
three months ended September 30, 2007 decrea3ddsth from 81.6% for the three months ended Septed®, 2006. The decrease is
primarily the result of the Company discontinuingQ06 program from its European book of business.

Policy Acquisition Expense, Salaries and Benefigdase and Other Insurance General and Adminisedixpense less Ceding
CommissionPolicy acquisition expense, salaries and benefjterese and other insurance general and adminigratipense less ceding
commission decreased $2.6 million or (104.0%) &6 million for the three months ended SeptemBe2806 to $(0.1) million for the
three months ended September 30, 2007. The expaiselecreased from 14.8% for the three monthee@i&kptember 30, 2006 to (0.5%)
for the three months ended September 30, 2007d&tiease in expense ratio resulted primarily fredirlg commissions of $8.6 million
earned through the reinsurance agreement with Mditeirance during the third quarter of 2007 offgeincreased salary expense.
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Net Premiums Earned less Expenses Included in GadtiRatio (Underwriting Income)Net premiums earned less expenses
included in combined ratio increased $4.2 millioonfi $0.6 million for the three months ended Sep&m30, 2006 to $4.8 million for the
three months ended September 30, 2007. This ireisadtributable to strong growth in gross premiuritten combined with improvements
in the expense ratio attributable from ceded comimisfrom Maiden Insurance during the third quaafe?007.

Specialty Risk and Extended Warranty Segment ResaftOperations for the Nine Months Ended SeptemB8&; 2007 anc 2006

Gross Premium WrittenGross premium written increased $108.0 milliori#6.1% from $85.5 million for the nine months etide
September 30, 2006 to $193.5 million for the nirenths ended September 30, 2007. The increasenmymeresulted, primarily, from the
underwriting of new coverage plans in the Uniteat&t as well as the acquisition of IGI in the seloguarter of 2007, which contributed
$40.3 million of premiums.

Net Premium WrittenNet premium written increased $5.9 million or%.from $65.6 million to $71.5 million for the nimeonths
ended September 30, 2006 and 2007, respectivetyinthease of $5.9 million was net of $84.7 millmfrwritten premium ceded to Maiden
Insurance during the third quarter of 2007 undertéims of a reinsurance agreement entered intogdtire third quarter of 2007. Before
cessions to Maiden Insurance, net written premiwneiased $90.6 million for the nine months endgate®aber 30, 2007 compared to the
nine months ended September 30, 2006. The incoé&89.6 million resulted from an increase in grpesmiums written in 2007.

Net Premium EarnedNet premium earned increased $34.8 million 00®#from $41.5 million for the nine months ended
September 30, 2006 to $76.3 million for the ninenthe ended September 30, 2007. The increase o #8#ion was net of earned premium
ceded to Maiden Insurance during the third quart@007. Before cessions to Maiden Insurance, egonemium increased $60.8 million for
the nine months ended September 30, 2007 compaeptember 30, 2006. This increase was a resalt ofcrease in gross premium
written.

Loss and Loss Adjustment Expensess and loss adjustment expenses increased $alichror 61.5% from $34.5 million for the
nine months ended September 30, 2006 to $55.6miltir the nine months ended September 30, 2007 |dHs ratio for the segment for the
nine months ended September 30, 2007 decreas@do¥ from 83.1% for the nine months ended Septel®®e?006. The decrease is
primarily the result of the Company discontinuing@06 program from its European book of business.

Policy Acquisition Expense, Salaries and Benefigdase and Other Insurance General and Adminisedixpense less Ceding
CommissionPolicy acquisition expense, salaries and benefgerese and other insurance general and adminigtrexipense less Ceding
Commission increased $2.2 million from $6.2 milliimn the nine months ended September 30, 2006.%r#Blion for the nine months end
September 30, 2007. The expense ratio for the pmmeds decreased from 14.9% to 11.0%, respectifély decrease in expense ratio
resulted primarily from ceding commission of $8.8lion earned through the reinsurance agreemerit Maiden Insurance during the third
quarter of 2007.

Net Premiums Earned less Expenses Included in GadtRatio (Underwriting Income)Net premiums earned less expenses
included in combined ratio increased $11.5 millicmm $0.8 million for the nine months ended Septen0, 2006 to $12.3 million for the
nine months ended September 30, 2007. This incisattibutable to growth in revenue and an impraent in the loss ratio and expense
ratio.
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Specialty Middle Market Property and Casualty Segmat Results of Operations (Unaudited)

Three Months Ended Nine Months Ended
September 30, September 30,
2007 2006 2007 2006

Gross premium written $ 49,69¢ $ 29,40t $ 164,01¢ $ 92,76:
Net premium writter (11,516 19,23« 68,897 76,00:
Change in unearned premium 22,62( (9,619 2,172 (48,217
Net premiums earne 11,104 9,62 71,06¢ 27,79:
Ceding commission 14,11( - 14,11( -
Loss and loss adjustment expense 7,08¢ 6,33¢ 44,24¢ 17,02(
Policy acquisition expenses 10,89: 1,59: 21,84t 4,13
Salaries and benefits 3,03( 712 7,644 2,211
Other insurance general and administrative expense 1,62¢ 124 5,31¢ 2,38¢

22,63’ 8,761 79,05: 25,75
Net premiums earned less expenses included in cad

ratio $ 2571 $ 85€¢ $ 6,12¢ $ 2,03¢

Key Measures:
Net loss ratic 63.£% 65.€% 62.5% 61.2%
Net expense rati 13.(% 25.2% 29.1% 31.4%
Net combined ratit 76.8% 91.1% 91.4% 92.7%

Specialty Middle Market Segment Result of Operatdior the Three Months Ended September 30, 2007 2006

Gross Premium WrittenGross premium increased $20.3 million or 69.0861$29.4 million for the three months ended Septmb
30, 2006 to $49.7 million for the three months eh8eptember 30, 2007. The increase related priyrtar13.5 million from other liability
production and $6.2 million from commercial autorieliability.

Net Premium WrittenNet premium decreased $30.7 million or 159.9%mf19.2 million for the three months ended Septembe
30, 2006 to $(11.5) million for the three monthsleth September 30, 2007. The decrease of $30.Dmillas net of $45.8 million of written
premium ceded to Maiden Insurance during the thirarter of 2007 under the terms of a reinsuranoeeagent entered into during the third
quarter of 2007. Before cessions to Maiden Insweanet written premium increased $15.0 millionHa third quarter of 2007 compared to
third quarter of 2006. The increase of $15.0 milliesulted from an increase in gross premiumsenriih 2007.

Net Premium EarnedNet premium earned increased $1.5 million or #bfdbom $9.6 million for the three months ended $eyie!
30, 2006 to $11.1 million for the three months eh8eptember 30, 2007. The increase of $1.5 milliaga net of earned premium ceded to
Maiden Insurance during the third quarter of 2@&fore cessions to Maiden Insurance, earned prenmaraased $18.2 million in the third
quarter of 2007 compared to the third quarter @& his increase was a result of an increaseassgoremium written.

Loss and Loss Adjustment Expensess and loss adjustment expenses increased $llidhror 11.8% from $6.3 million for the
three months ended September 30, 2006 comparetitarllion for the three months ended Septembe£807. The loss ratio for the
segment decreased for the three months ended Sept&@ 2007 to 63.8% from 65.9% for the three memrihded September 30, 2006. The
decrease resulted from a decrease in the Compacatyarially projected ultimate losses based orCihvmpany’s loss experience.

Policy Acquisition Expense, Salaries and Benefigdase and Other Insurance General and Adminisedfixpense less Ceding
CommissionPolicy acquisition expense, salaries and benefierse and other insurance general and adminigtrexipense less ceding
commission decreased $1.0 million or (40.7%) fréd®3$nillion for the three months ended Septembe£806 to $1.4 million for the three
months ended September 30, 2007. The expensalemtieased from 25.2% for the three months endett@épr 30, 2006 to 13.0% for the
three months ended September 30, 2007. The dedreaspense ratio resulted primarily from cedingnooission of $14.1 million earned
through the reinsurance agreement with Maiden e during the third quarter of 2007 offset byéased salary expense.
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Net Premiums Earned less Expenses Included in GadtiRatio (Underwriting Income)Net premiums earned less expenses
included in combined ratio were $2.6 million and®fillion for the three months ended Septembe280y7 and 2006, respectively. This
increase is attributable to growth in gross premiuritten and improvements in the expense ratio.

Specialty Middle Market Segment Result of Operasdior the Nine Months Ended September 30, 2007 . 2006

Gross Premium WrittenGross premium increased $71.3 million or 76.8861$92.8 million for the nine months ended Septeambe
30, 2006 to $164.0 million for the nine months eh@eptember 30, 2007. The increase resulted ptinfesim commercial automobile and
other liability. In addition, the increase includg&4 million in gross premiums written which idljureinsured by HSBC Insurance Company
of Delaware pursuant to an agreement enterednntornection with the Company’s acquisition of Webktsurance Company in September
2006.

Net Premium WrittenNet premium decreased $7.1 million or (9.3%) fi$n6.0 million to $68.9 million for the nine monthaded
September 30, 2006 and September 30, 2007, regggciihe decrease of $7.1 million was net of $46ifion of written premium ceded to
Maiden Insurance during the third quarter of 206@dar the terms of a reinsurance agreement entet@during the third quarter of 2007.
Before cessions to Maiden Insurance, net writtempum increased $38.7 million in the third quadE2007 compared to the third quarter of
2006. The increase of $38.7 million resulted framirecrease in gross premiums written in 2007.

Net Premium EarnedNet premium earned increased $43.3 million or.7%5from $27.8 million for the nine months ended
September 30, 2006 to $71.1 million for the ninenthe ended September 30, 2007. The increase d $4Bion was net of earned premium
ceded to Maiden Insurance during the third quart@007. Before cessions to Maiden Insurance, egonemium increased $61.3 million for
the nine months ended September 30, 2007 compated hine months ended September 30, 2006. Ttrisdaee was a result of an increase
in gross premium written.

Loss and Loss Adjustment Expensess and loss adjustment expenses increased $2lidhrr 160.0% from $17.0 million for the
nine months ended September 30, 2006 comparedit@ $4llion for the nine months ended September2B0,7. The loss ratio for the
segment increased for the nine months ended Septe88b2007 to 62.3% from 61.2% for the nine morthded September 30, 2006. The
increase resulted from an increase in the Compagtisarially projected ultimate losses based orCii@pany’s loss experience.

Policy Acquisition Expense, Salaries and Benefigdase and Other Insurance General and Adminisedixpense less Ceding
CommissionPolicy acquisition expense, salaries and benefjpierse and other insurance general and adminigrexipense less ceding
commission increased $12.0 million or 137.0% fraBri7dmillion for the nine months ended September2B06 to $20.7 million for the nine
months ended September 30, 2007. The expensealeatioased from 31.4% for the nine months endeceBdgar 30, 2006 to 29.1% for the
nine months ended September 30, 2007. The dedreaspense ratio resulted primarily from ceding oaoission of $14.1 million earned
through the reinsurance agreement with Maiden e during the third quarter of 2007 offset byéased salary expense.

Net Premiums Earned less Expenses Included in GadtRatio (Underwriting Income)Net premiums earned less expenses
included in combined ratio increased $4.1 millior260.4% from $2.0 million to $6.1 million for thene months ended September 30, 2006
and 2007, respectively. This increase is attridetabgrowth in gross premium written and improveisen the expense ratio offset by
increases to the loss ratio.

Liquidity and Capital Resources

Our principal sources of operating funds are premsiuinvestment income and proceeds from sales atwakities of investments. C
primary uses of operating funds include paymentdaims and operating expenses. Currently, we fasns using cash flow from operations
and invest our excess cash primarily in fixed migtand equity securities. We forecast claim paymadiased on our historical trends. We
seek to manage the funding of claim payments hyalgtmanaging available cash and forecasting flas¥s on short-term and long-term
bases. Cash payments for claims were $126.8 mali@h$81.1 million in the nine months ended Sep&rb, 2007 and 2006, respectively.
We expect cash flow from operations should be sieffit to meet our anticipated claim obligations. fitM¢her expect that projected cash flow
from operations and the issuance of junior subatteih debentures in the amount of $40 million shpuévide us sufficient liquidity to fund
our current operations and anticipated growth fdeast the next twelve months.
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However, if our growth attributable to acquisitipirgernally generated growth or a combinationhafsie exceeds our projections,
may have to raise additional capital sooner to stpyur growth. The following table is summary ofr statement of cash flows:

Nine Months Ended September

30,
2007 2006
Cash and cash equivalents provided by (used in):
Operating activities $ 188,07 $ 126,52:
Investing activities (184,78 (362,379
Financing activities 127,52: 171,06¢
Change in cash and cash equivalents $ 130,81t $ (64,782)

The increase in the cash provided by operatingities from 2006 to 2007 reflects the growth inmpem and associated increase in
cash receipts during the period.

Cash used in investing activities during the periresents, primarily, the net purchases (purchiass sales) of investments. For
the nine months ended September 30, 2007, the Gorispaet purchases of fixed income securities éotapproximately $115.4 million, net
purchases of other investments totaled approxim&®Ii3 million offset by net sales of equity setias totaled approximately $4.8 million.
During 2007, the Company had acquisition costppfaeximately $37.4 million and additionally the Cpamy provided approximately $18.0
million related to a secured note (see Note 11efithvestments) in connection with the Warranteahdaction. For the nine months ended
September 30, 2006, the Company’s net purchadiesedfincome securities totaled approximately $3Irillion, net purchases of equity
securities totaled approximately $38.8 million adjuisition costs were approximately $10 million.

Cash provided by financing activities for the nmenths ended September 30, 2007 consisted pnnadridash proceeds of $93
million from entering into repurchase agreemend®) Riillion generated by the issuance of additigmaior subordinated debt in connection
with the issuance of trust preferred securitiesetfby dividend payments of approximately $3.9iomll Cash provided by financing activities
for the nine months ended September 30, 2006 dedsi$ approximately $166 million generated by tle¢ proceeds of the issuance of 25.6
million shares of common stock in a private placetn®30 million generated by the issuance of addl junior subordinated debt in
connection with the issuance of trust preferredistes off-set by the repayment of short term bwiings of approximately $25 million.

Other Material Changes in Financial Position

September 30, December 31,

2007 2006

Selected Assets:

Total Investments $ 1,02464 $ 764,27
Premiums receivable, net 264,34 147,77¢
Reinsurance recoverable 254,42: 44,127
Selected Liabilities:

Loss and loss expense reserves 742,03: 295,80¢!
Unearned premium 496,93¢ 323,15!
Reinsurance payable on paid losses 166,18! 23,02¢

Investments increased $260,364, premium receivaidesased $116,564, loss and loss expense resecveased $446,228 and
unearned premium increased $173,784. A majorithe$e increases were through the acquisition & AHd IGI in 2007. Reinsurance
recoverable increased $210,296 and reinsurancéleaga paid losses increased $143,157 primariljnfemtering into a reinsurance contract
with Maiden Insurance in the third quarter of 2007.

Junior Subordinated Debt

On March 22, 2007, the Company issued $40 millioprincipal amount of junior subordinated debergi(the “Debentures”) in
connection with the issuance of trust preferredisges by a trust pursuant to an indenture withriifigton Trust Company, as trustee. The
Debentures mature on March 15, 2037 and bear sitata rate per annum of 7.93% until March 15228xd, thereafter, at a floating rate
annum equal to the sum of the three-month Londteribank Offered Rate for U.S. dollars (LIBOR) detared each quarter plus three



percent. The New Debentures are redeemable ataimpahy’s election after March 15, 2012. The Companyrred placement fees
in the amount of $0.8 million in connection wittetfinancing which will be amortized over 30 years.
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Line of Credit

The Company entered into an agreement for an urettine of credit on June 30, 2007 with JP Mor@drase Bank, N.A. in the
aggregate amount of $50 million. The line will keed for general corporate purposes as requiredeliss collateral for letters of credit. The
agreement matures on June 30, 2008. Interestgyagrare required to be paid monthly on any unpaittipal and bears interest at LIBOR
plus 150 basis points. As of September 30, 208&ttvas no outstanding balance on the line of tréde Company has an outstanding le
of credit in place at September 30, 2007 for $16ilon that reduced the availability on the lineovedit to $34.0 million as of September
2007.

Reinsurance

We purchase excess of loss workers’ compensatinsurance to protect us from the impact of largesés. Under this reinsurance
program, we pay our reinsurers a percentage ofieor gross earned insurance premiums, subjegrtain minimum reinsurance premium
requirements. Our reinsurance program for 200desd multiple reinsurers in five layers of reinsum@that provide us with coverage in
excess of a certain specified amount per loss oegce, or retention level. Our reinsurance progi@2007 provides coverage for claims in
excess of $1.0 million per occurrence with coveragéeo $130.0 million per occurrence, subject taaie exclusions and restrictions,
including a $1.25 million aggregate deductible agtile to the first layer of this reinsurance caxgg. Our reinsurance for workers’
compensation losses caused by acts of terrorisnoie limited than our reinsurance for other typesarkers’ compensation losses. We h
obtained reinsurance for this line of business Witiher limits as our exposures have increasedhdscale of our workers’ compensation
business has increased, we have also increasadthent of risk we retain.

Since January 2003, we have maintained quota sbissirance for our extended warranty and accitldataage insurance
underwritten in the European Union and certain cage plans underwritten in the United States. Téirssurance also covers certain other
risks we underwrite in the European Union. Undesthquota share reinsurance arrangements, we gedgom (15% for the majority of the
programs incepting in 2007) of each reinsured tasur reinsurers and recover the same percenfaggrled loss and loss adjustment
expenses, subject to certain exclusions and réstric In return for this reinsurance protectiom, pay the reinsurers their pro rata shares of
the insurance premiums on the ceded business le=ding or overriding commission. For the most, gamverage for losses arising out of
acts of terrorism is excluded from this reinsurafdee majority of our extended warranty and acdidetamage insurance underwritten in
United States is not reinsured with third partyiseirers. However, a portion of these risks as agthuch of the risk that we retain under our
various third party reinsurance arrangements ateccander reinsurance arrangements with All.

During the third quarter of 2007, the Company araldédn entered into master agreement, as amended)ibly they caused the
Company’s Bermuda affiliate, AmTrust Internatiohaurance, Ltd. (“All") and Maiden Insurance to @ninto a quota share reinsurance
agreement (the “Reinsurance Agreemeht’which (a) All retrocedes to Maiden Insuranceaarmount equal to 40% of the premium writter
AmTrust’'s U.S., Irish and U.K. insurance comparftee “AmTrust Ceding Insurers”), net of the cosuogffiliated inuring reinsurance (and
in the case of AmTrust’s U.K. insurance subsidid@l,Insurance Company Limited (“IGI”), net of conisrions) and 40% of losses and (b)
All transfered to Maiden Insurance 40% of the AnsErGeding Insures unearned premium reserves, effective as of Jupar, with respe
to current lines of business, excluding risks ftwick the AmTrust Ceding Insurers’ net retentioneads $5 million (“Covered Business”).
AmTrust also has agreed to cause All, subjectdgaledory requirements, to reinsure any insurancepamy which writes Covered Business
in which AmTrust acquires a majority interest te ixtent required to enable All to cede to Maideutance 40% of the premiums and lo
related to such Covered Business. The Agreemethigfiuprovides that the All receives a ceding consiois of 31% of ceded written
premiums, which after the first year would be sabje adjustment (up to a maximum of 32% and amimh of 30%) based on the loss ratio
of the ceded business. The Reinsurance Agreemsrarhiitial term of three years and will automalticrenew for successive three year
terms thereafter, unless either All or Maiden laswe notifies the other of its election not to rem®t less than nine months prior to the end
of any such three year term. In addition, eithetypia entitled to terminate on thirty day’s notigeless upon the occurrence of certain early
termination events, which include a default in payminsolvency, change in control of All or Maidesurance, run-off, or a reduction of
50% or more of the shareholders’ equity of Maidesukrance or the combined shareholders’ equity bhAdl the AmTrust Ceding Insurers.
The Company recorded approximately $40.1 milliomeding commission during the third quarter of 2@87 result of this transaction.

The Reinsurance Agreement requires that Maiderrdnse provide to All sufficient collateral to seelits proportional share of
All's obligations to the U.S. AmTrust Ceding InstgeAll is required to return to Maiden Insurancy assets of Maiden Insurance in excess
of the amount required to secure its proportiohars of All's collateral requirements, subject &tain deductions.

AmTrust, through subsidiaries, has entered inteirrsurance brokerage agreement and an asset maragegreement with Maiden
Insurance, under which the Company receives a bagkecommission of 1.25% of reinsured premium andraual asset management fee of
0.35% of assets under management, respectivelyCohgpany recorded $2,400 of brokerage commissioinglthe third quarter of 2007.
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Investment Portfolio

As of September 30, 2007 and December 31, 2006neestment portfolio, including cash and cash egjeints, had a net carrying
value of $1,061.1 million and $771.9 million, restieely (excluding $24.2 million and $13.9 millia@f other investments, respectively), an
increase of 37.5% from December 31, 2006. A majarfitour fixed maturities are classified as avdiaior sale (55%) at September 30, 2(
as defined by SFAS No. 115, “Accounting for Cerfaimestments in Debt and Equity Securities.” Astsuhbe reported value of those
securities is equal to their fair value. Additidgabur fixed maturities classified as held to miayu(45%) is not impacted by changing inter
rates. Our fixed maturity securities, gross, athixf date had a fair value of $806.9 million andaamortized cost of $817.4 million. Our equity
securities are classified as available-for-salelediied by SFAS 115. These securities are repattéair value. The equity securities, gross,
carried at fair value were $94.0 million with a to§$106.0 million as of September 30, 2007. Siiesgrsold but not yet purchased, represent
obligations of the Company to deliver the speciiedurity at the contracted price and thereby teradiability to purchase the security in the
market at prevailing rates. Sales of securitieseunepurchase agreements are accounted for atecalized borrowing transactions and are
recorded at their contracted amounts. Our investipemnfolio is summarized in the table below byeygf investment :

September 30, 2007 December 31, 2006

Carrying Percentage of Carrying Percentage of

Value Portfolio Value Portfolio
Cash and cash equivalents $ 190,73. 16.1% $ 59,91¢ 7.4%
Time and short-term deposits 98,04 8.2 196,14( 24.2
U.S. treasury securities 18,91¢ 1.€ 22,79¢ 2.8
U.S. government agencies 322,95 27.1 288,32! 35.€
Municipal bonds 10,60: 0.¢
Mortgage and asset backed securities 133,73 11.2 55,425 6.8
Corporate bonds 322,19! 27.C 93,16¢ 11.F
Common stock 93,35: 7.8 94,04: 11.€
Preferred stocks 667 0.1 43¢ 0.1
Investment portfolio, gross $ 1,191,19 100.(% $ 810,25t 100.(%
Securities sold but not yet purchased (37,570 (38,329
Securities sold under agreements to repurchase (92,577 -
Investment portfolio, net $ 1,061,05: $ 771,93

As of September 30, 2007, the weighted averagdiduaraf our fixed income securities was 5.2 years.

We review our investment portfolio for impairmemt @ quarterly basis. Impairment of investment séesrresults in a charge to
operations when a market decline below cost is @éeeim be other-thatemporary. The Company considers investments sutgeémpairmen
testing when an asset is in an unrealized lossiposh excess of 30%. As of September 30, 2007revewed our fixed-maturity and equity
securities portfolios to evaluate the necessitiesfing for other-than temporary declines in falue. We determined that two equity security
investments were Other-Than-Temporarily impaired accordingly wrote them down resulting in a $3i#liom realized loss during the three
months ended September 30, 2007.

Additionally, the Company had $18.0 million of gsasnrealized losses related to marketable equityrges. The Company's
investments in marketable equity securites congistvestments in common stock across a wide rafigectors. The Company evaluated
nearterm prospects for recovery of fair value in ralatto the severity and duration of the impairmemt has determined in each case tha
probability of recovery is reasonable. Within thempany's portfolio of common stocks, five equiggwrities comprised $12.8 million, or
71%, of the losses. Three securities in the megkitor represent approximately 8 percent of thad fair value and 40 percent of the
Company's total unrealized losses. The Compamyaisis two common stocks in the automotive andtcoctson sector which have fair
value of approximately 3 percent and 1 percenpeetively, and approximately 17 percent and 14eg@aespectively, of the Company's
total unrealized losses. The duration of theseaimpents ranges from four to twenty months. Addiélly, the Company holds 28 securities
in a loss position of approximately $5.2 million iefn are not considered individually significanthelduration of impairment on these
marketable securities is primarily less that 12 thenBased on the Company's ability and intenld these investments for a sufficient time
for recovery of fair value, the Company does natsider these investments to be other-than-tempprarpaired at September 30, 2007.

31




Item 3. Quantitative and Qualitative Disclosures Alout Market Risk

Market Riskis the risk of potential economic loss principallysing from adverse changes in the fair valuarafrfcial instruments.
The major components of market risk affecting wsaedit risk, interest rate risk, foreign curremick and equity price risk.

Credit Risk Credit risk is the potential loss arising princlgdtom adverse changes in the financial conditiéthe issuers of our
fixed maturity securities and the financial coratitiof our third party reinsurers. We address tlegicrisk related to the issuers of our fixed
maturity securities by investing primarily in fixedaturity securities that are rated “BBB-" or higliy Standard & Poor’s. We also
independently monitor the financial condition dfiasuers of our fixed maturity securities. To liraur risk exposure, we employ
diversification policies that limit the credit exqare to any single issuer or business sector. Dmep@ny believes it has a conservative
investment policy and that virtually all of its nigage-backed securities are government or ageremagieed.

We are subject to credit risk with respect to dmindt party reinsurers. Although our third partynsirers are obligated to reimburs:
to the extent we cede risk to them, we are ultitydi@ble to our policyholders on all risks we haseded. As a result, reinsurance contract
not limit our ultimate obligations to pay claimsvesed under the insurance policies we issue anchigbt not collect amounts recoverable
from our reinsurers. We address this credit rislsdlgcting reinsurers which have an A.M. Best gatih“A-" (Excellent) or better at the time
we enter into the agreement and by performing,caleith our reinsurance broker, periodic credit esws of our reinsurers. If one of our
reinsurers suffers a credit downgrade, we may densiarious options to lessen the risk of asseaimpent, including commutation, novati
and letters of credit. See “ltem 2. ManagementscD$sion and Analysis of Financial Condition anduRs of Operation—Reinsurance.”

Interest Rate RiskVe had fixed maturity securities (excluding $98.ilian of time and short-term deposits) with a faalue of
$806.9 million and a carrying value of $808.4 mitlias of September 30, 2007 that are subjecteceisit rate risk. Interest rate risk is the risk
that we may incur losses due to adverse changateiest rates. Fluctuations in interest rates lzagigect impact on the market valuation of
our fixed maturity securities. We manage our expdsol interest rate risk through a disciplined tasé liability matching and capital
management process. In the management of thishislcharacteristics of duration, credit and valitgtof cash flows are critical elements.
These risks are assessed regularly and balancleith wie context of our liability and capital positi

During the second quarter of 2007, the Companyehésred into reverse repurchase agreements. Themagnts are accounted fol
collateralized borrowing transactions and are @edrat contract amounts. As of September 30, 28@7e were $92.6 principal amount
outstanding at interest rates between 5.21% arg¥%a.thterest expense associated with these reseparchase agreements through
September 30, 2007 was $1.5 million of which $0iion was accrued as of September 30, 2007. Thag2my has $95.6 million of
collateral pledged in support of these agreements.

The table below summarizes the interest rate Sshaated with our fixed maturity securities inchglsecurities sold but not yet
purchased and reverse repurchase agreementsdiyailing the sensitivity of the fair value and garg value of our fixed maturity securities
as of September 30, 2007 to selected hypothetizaiges in interest rates, and the associated impamir stockholders’ equity. Because we
anticipate that the Company will continteemeet its obligations out of income, we classify fixed maturity securities, other than redeere
preferred stock, mortgage backed and corporatgations, as held-to-maturity and carry them onbalance sheet at cost or amortized cost,
as applicable. Any redeemable preferred stock vie fnom time to time is classified as available-&ale and carried on our balance sheet at
fair value. Temporary changes in the fair valuewf fixed maturity securities that are held-to-mijy such as those resulting from interest
rate fluctuations, do not impact the carrying vadfithese securities and, therefore, do not affactshareholdergquity. However, tempora
changes in the fair value of our fixed maturitysi#tées that are held as available-for-sale do ichplae carrying value of these securities and
are reported in our shareholders’ equity as a compiof other comprehensive income, net of defeiares. The selected scenarios in the
table below are not predictions of future events,rather are intended to illustrate the effechsenents may have on the fair value and
carrying value of our fixed maturity securities asrdour shareholders’ equity, each as of Septedbe2007.

Hypothetical
Percentage
(Increase)
Estimated Decrease in
Estimated Change in  Shareholders’
Change in Carrying Carrying
Hypothetical Change in Interest Rates Fair Value Fair Value Value Value Equity
($ in thousands)
200 basis point increase $ 739,87. $ (67,059 $ — $ (38,787 (10.1%

100 basis point increase 770,83: (36,045 — (20,277) (5.2
No change 806,92¢ — 808,40: — —



100 basis point decrease 830,31! 23,38¢ — 18,55( 4.8
200 basis point decrease 759,60t 47,31¢ — 38,18( 10.C
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Foreign Currency RiskWe write insurance in the United Kingdom and certather European Union member countries through AlU
and IGI. While the functional currency of AlU isgtlieuro and IGI is the British Pound, we write cagggs that are settled in local currencies,
primarily the British Pound. We attempt to maintaufficient local currency assets on deposit toimize our exposure to realized currency
losses. Assuming a 5% increase in the exchangef#te local currency in which the claims will paid and that we do not hold that local
currency, we would recognize a $2.5 million afeet tealized currency loss based on our outstarfdieign denominated reserves of $76.2
million at September 30, 2007.

Equity Price RiskEquity price risk is the risk that we may incurdes due to adverse changes in the market pridbs equity
securities we hold in our investment portfolio, elhinclude common stocks, noedeemable preferred stocks and master limitech@istips
We classify our portfolio of equity securities amgable-for-sale and carry these securities onbaleince sheet at fair value. Accordingly,
adverse changes in the market prices of our egaityrities result in a decrease in the value otatat assets and a decrease in our
shareholders’ equity. As of September 30, 2007¢ethety securities in our investment portfolio reathir value of $94.0 million, representing
approximately eight percent of our total investesgeds on that date. We are fundamental long bayetshort sellers, with a focus on value
oriented stocks. The table below illustrates thpaaot on our equity portfolio and financial positigiven a hypothetical movement in the
broader equity markets. The selected scenarideitable below are not predictions of future evemii$ rather are intended to illustrate the
effect such events may have on the carrying valweioequity portfolio and on shareholders’ equt/of September 30, 2007. The
hypothetical scenarios below assume that the Coy'p&eta is 1 when compared to the S&P 500 index.

Hypothetical
Percentage
Estimated Increase
Estimated Change in  (Decrease) in
Change in Carrying Carrying Shareholders
Hypothetical Change in S&P 500 Index Fair Value Fair Value Value Value Equity
(% in thousands)
5% increase $ 98,72( $ 4,701 $ 4,701 1.2%
No change 94,01¢ $ 94,01¢
5% decrease 89,31¢ (4,707) (4,707) -1.2%

Off Balance Sheet Riskrlhe Company has off-balance sheet exposureloreiated to securities sold but not yet purchased.
Risks Associated with Forward-Looking Statements loluded in this Form 10-Q

This Form 10-Q contains certain forward-lookingataents within the meaning of Section 27A of theusidies Act of 1933 and
Section 21E of the Securities Exchange Act of 1984¢ch are intended to be covered by the safe handreated thereby. These statements
include the plans and objectives of managemerfutare operations, including plans and objectivaating to future growth of the
Company’s business activities and availabilitywids. The forward-looking statements included Imeae¢ based on current expectations that
involve numerous risks and uncertainties. Assumgti@lating to the foregoing involve judgments wilpect to, among other things, future
economic, competitive and market conditions, retgujaframework, weather-related events and futwsress decisions, all of which are
difficult or impossible to predict accurately anémy of which are beyond the control of the Compathough the Company believes that
the assumptions underlying the forwdodking statements are reasonable, any of the g#gams could be inaccurate and, therefore, them
be no assurance that the forward-looking statemeditsded in this Form 10-Q will prove to be acderdn light of the significant
uncertainties inherent in the forward-looking sta¢ats included herein, the inclusion of such infation should not be regarded as a
representation by the Company or any other peisattte objectives and plans of the Company wilhtigieved.

Item 4T. Controls and Procedures

The principal executive officer and principal firtgad officer of the Company have evaluated the Canys disclosure controls and
procedures and have concluded that, as of the fethé period covered by this report, such disclesuantrols and procedures were effective
in ensuring that information required to be diselbdy the Company in the reports that it filesudymits under the Securities Exchange Ac
1934 is timely recorded, processed, summarizedeputted. The principal executive officer and pipat financial officer also concluded tl
such disclosure controls and procedures were aféeitt ensuring that information required to bectised by the Company in the reports that
it files or submits under such Act is accumulated eommunicated to the Company’s management, iirguits principal executive officer
and principal financial officer, as appropriateatlow timely decisions regarding required disclesiuring the most recent fiscal quarter,
there have been no changes in the Companyernal controls over financial reporting thavh materially affected, or are reasonably likel
materially affect, the Company’s internal contrekofinancial reporting.
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PART Il - OTHER INFORMATION
Iltem 1A. Risk Factors

The following paragraphs supplement the risk facs®t forth in our annual report on FormKer the year ended December
2006.

Our relationship with Maiden Holdings, Ltd. and its subsidiaries may present, and make us vulnerableot potential conflicts o
interest, related party transactions, business opptunity issues and legal challenges.

Maiden Holdings, Ltd, (“Maiden”)s a Bermuda insurance holding company formed bghiiél Karfunkel, George Karfunkel &
Barry D. Zyskind, our principal shareholders, arespectively, the Chairman of our Board of Diresta Director and our Chief Execut
Officer. Messrs. Karfunkel, Karfunkel and Zyskindimo 57% of our outstanding shares of common stockeath owns 6.5% of Maiden’
outstanding shares of common stock. Mr. Zyskindreeias norexecutive Chairman of the Board of Maiden. Max @vi€t, an executi
officer of AmTrust, serves as President and Chieédative Officer of Maiden and will continue to geras an executive officer of b
companies during a transitional period which witlt rextend beyond December 31, 2007. Following thasitional period, Mr. Caviet
expected to resign his positions at AmTrust. Cot¥lof interest could arise with respect to busirgggportunities that could be advantag:
to Maiden or its subsidiaries, on the one hand,undr our subsidiaries, on the other hand. Intadipotential conflicts of interest may au
should the interests of AmTrust and Maiden diveAyenajority of Maiden's directors are not affilidtesith AmTrust.

Mr. Zyskind's service as our Prestdand Chief Executive Officer and nerecutive Chairman of the Board of Maiden,
Mr. Caviet's service for a transitional period aseaecutive officer of AmTrust and as MaidefPresident and Chief Executive Officer, cc
also raise a potential challenge under &mt laws. Section 8 of the Clayton Antitrust Aot the Clayton Act, prohibits a person fi
serving as a director or officer in any two compegtcorporations under certain circumstances. If AmsT and Maiden are in the fut
deemed to be competitors within the meaning of Gteeyton Act, certain thresholds relating to direcimpetition between AmTrust a
Maiden are met, and the Department of Justice aderal Trade Commission challenge the arrangerivigsrs. Zyskind and Caviet may
required to resign their positions with one of toepanies, among other things.

We are dependent on Maiden for commission and feadome.

We are dependent on Maiden for commission andnfeaie through the quota share reinsurance agrediypevitich Maiden’s
subsidiary, Maiden Insurance Company, Ltd. (“Maidiesurance”), reinsures AmTrust’s insurance subsi€ls; the asset management
agreement between Maiden and Maiden Insurance @rgbbsidiary, All Insurance Management Ltd., byickhwe manage Maiden’s and
Maiden Insurance’s invested assets; and the reinsarbrokerage agreement, by which our subsidddhReinsurance Broker Limited
provides Maiden Insurance certain reinsurance bagjeeservices. Effective July 1, 2007, Maiden Iasae assumes, through the quota
reinsurance, approximately 40% of our net busipessiiums. The term of our quota share reinsurageeement with Maiden Insurance is
for a period of three years, subject to certaitygarmination rights. We receive a ceding comnassdf 31% of ceded written premiums,
which after the first year would be subject to athiuent (up to a maximum of 32% and a minimum of BB&sed on the loss ratio of the
ceded business. Pursuant to the asset managemeairnamt, we receive a quarterly fee equal to 0.28@bthe average value of Maiden’s
and Maiden Insurance’s invested assets. The ass®gament agreement has a one year term and mélvrautomatically for successive one
year terms unless notice of intent not to reneprésvided. Pursuant to the reinsurance brokerageeaggnt, we receive a brokerz
commission equal to 1.25% of the premium ceded &idkh Insurance under the quota share reinsur@neeraent.

There is no assurance that these arrangementemidlin in place beyond their current terms and \ag not be able to readily
replace these arrangements if they terminate. Mvene unable to continue or replace our curremstgiance arrangements on equally
favorable terms, our underwriting capacity and caéssion and fee income could decline, we could égpee a downgrade in our A.M. Best
rating, and our results of operations may be ad¥eaffected.
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Iltem 6. Exhibits

Exhibit
Number Description
31.1 Certification of the Chief Executive Officer, puesu to Rule 13a-14(a) or 15d-14(a), for the quaeteted September 30,
2007.
31.2 Certification of the Chief Financial Officer, puesut to Rule 13a-14(a) or 15d-14(a), for the quasteted September 30,
2007.
32.1 Certification of the Chief Executive Officer, puesu to 18 U.S.C. Section 1350, for the quarter drigkptember 30, 2007.
32.2 Certification of the Chief Financial Officer, puest to 18 U.S.C. Section 1350, for the quarter dr&kptember 30, 2007.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdéiport to be signed on its

behalf by the undersigned hereunto duly authorized.

Date: November 14, 2007

AmTrust Financial Services, Inc.
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(Registrant)

/sl Barry D. Zyskind

Barry D. Zyskind
President and Chief Executive Officer

/sl Ronald E. Pipoly, Jr.

Ronald E. Pipoly, Jr.
Chief Financial Officer




EXHIBIT 31.1
CERTIFICATION
I, Barry Zyskind, certify that:
1. I have reviewed this quarterly report on Forra 8f AmTrust Financial Services, Inc.;

2. Based on my knowledge, this report does notatorgny untrue statement of a material fact or dmistate a material fact necessar
make the statements made, in light of the circuntgts: under which such statements were made, nt#adisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statemeans, other financial information included in thisport, fairly present in all mater
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrans other certifying officer and | are responsible dstablishing and maintaining disclosure contemld procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e)}Heregistrant and have:

(a) designed such disclosure controls and procsdurecaused such disclosure controls and procedorée designed under 1
supervision, to ensure that material informatiokatieg to the registrant, including any consolidagibsidiaries, is made known to us
others within those entities, particularly durihg tperiod in which this report is being prepared;

(b) evaluated the effectiveness of the registeadisclosure controls and procedures and presémtibis report our conclusions ab
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibydport based on such evaluation; and

(c) disclosed in this report any change in thegtegnt's internal control over financial reportitigat occurred during the registrant’
most recent fiscal quarter that has materiallycié@, or is reasonably likely to materially affeibie registrans internal control over financ
reporting;

5. The registrans other certifying officer and | have disclosedsdxon our most recent evaluation of internal @miver financial reportin
to the registrant’s auditors and the audit commititthe registrant’s board of directors (or pessperforming the equivalent functions):

(a) all significant deficiencies and material weedses in the design or operation of internal cbwtrer financial reporting which a
reasonably likely to adversely affect the registeaability to record, process, summarize and refioancial information; and

(b) any fraud, whether or not material, that inesvmanagement or other employees who have a smmifrole in the registrarst
internal control over financial reporting.

Dated: November 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 ForraQ 0f AmTrust Financial Services, Inc.;

2. Based on my knowledge, this report does notaitorgny untrue statement of a material fact or dmistate a material fact necessar
make the statements made, in light of the circuntgts. under which such statements were made, nt#adisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statemeans, other financial information included in thisport, fairly present in all mater
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrans other certifying officer and | are responsible dstablishing and maintaining disclosure contemld procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e)}Heregistrant and have:

(a) designed such disclosure controls and procsdurecaused such disclosure controls and procedorée designed under 1
supervision, to ensure that material informatiokatieg to the registrant, including any consolidagibsidiaries, is made known to us
others within those entities, particularly durithg tperiod in which this report is being prepared;

(b) evaluated the effectiveness of the registeadisclosure controls and procedures and presémtibis report our conclusions ab
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibydport based on such evaluation; and

(c) disclosed in this report any change in thegtegnt's internal control over financial reportitigat occurred during the registrant’
most recent fiscal quarter that has materiallyciéf@, or is reasonably likely to materially affeibie registrans internal control over financ
reporting;

5. The registrans other certifying officer and | have disclosedsdxon our most recent evaluation of internal @miver financial reportin
to the registrant’s auditors and the audit commititthe registrant’s board of directors (or pessperforming the equivalent functions):

(a) all significant deficiencies and material weedses in the design or operation of internal cbwtrer financial reporting which a
reasonably likely to adversely affect the regisfsaability to record, process, summarize and refioancial information; and

(b) any fraud, whether or not material, that inesvmanagement or other employees who have a s@mifrole in the registrarst
internal control over financial reporting.

Dated: November 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 AmTr&stancial Services, Inc. (the “Company”) on FormQG@or the period ending Septem
30, 2007 as filed with the Securities and Excha@Ggenmission on the date hereof (the “Report)Barry Zyskind, President and CF
Executive Officer (Principal Executive Officer) dhe Company, certify, pursuant to 18 U.S.C. Secti®®0, as adopted pursuant
Section 906 of the Sarbanes-Oxley Act of 2002, that

(@  the Report fully complies with the requirementsettion 13(a) and 15(d) of the Securities Exchakgef 1934; and

(b) the information contained in the Report fairly @ets, in all material respects, the financial ctodiand results of operations
of the Company.

By: /s/ Barry Zyskind

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

November 14, 200




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 AmTr&stancial Services, Inc. (the “Company”) on FormQG@or the period ending Septem
30, 2007 as filed with the Securities and Excha@gemission on the date hereof (the “Report”Ronald Pipoly, Chief Financial Offic
(Principal Financial and Accounting Officer) of t@®mpany, certify, pursuant to 18 U.S.C. Sectiob(l&s adopted pursuant to Section

of the Sarbanes-Oxley Act of 2002, that:

(@  the Report fully complies with the requirementsettion 13(a) and 15(d) of the Securities Exchakgef 1934; and

(b) the information contained in the Report fairly @ets, in all material respects, the financial ctodiand results of operations
of the Company.

By: /s/ Ronald Pipoly

Ronald Pipoly
Chief Financial Officer
(Principal Financial and Accounting Officer)

November 14, 200




