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CERTAIN IMPORTANT INFORMATION

For your convenience, we have included below definitions of terms used in this Annual Report. In addition, we have
provided a Glossary, beginning on page G-1, of selected insurance, reinsurance and investment terms.

In this Annual Report, unless the context suggests otherwise:

Maiden Holdings, the Company, our company, we, us or our refer to Maiden Holdings, Ltd. and Maiden Inst
Company, Ltd. ( Maiden Insurance ), our Bermuda reinsurance subsidiary; and
AmTrust refers to AmTrust Financial Services, Inc. and its subsidiaries.
Financial information presented in this Annual Report may not be indicative of our future operating results or
financial performance.

In this Annual Report, amounts are expressed in U.S. dollars and the financial statements have been prepared in
accordance with generally accepted accounting principles in the United States of America ( U.S. GAAP ), except as
otherwise indicated.

The exchange rates used in this Annual Report are based on the noon buying rates as quoted by the Federal Reserve
Bank of New York on May 8, 2008.

We are in the process of filing for registration in the U.S. Patent and Trademark Office for the marks Maiden
Holdings, Ltd. and Maiden Insurance Company, Ltd. All other brand names or trade names appearing in this Annual
Report are the property of their respective holders.

INFORMATION REGARDING FORWARD-LOOKING
STATEMENTS

Some of the statements in Management s Discussion and Analysis of Financial Condition and Results of Operations,
Industry Background, Business, Regulation, Management and elsewhere in this Annual Report, including those us
words such as believes, expects, intends, estimates, projects, predicts, assumes, anticipates, plans,
seeks and comparable terms, are forward-looking statements. Forward-looking statements are not statements of
historical fact and reflect our views and assumptions as of the date of this Annual Report regarding future events and
operating performance. Because we have a very limited operating history, many statements relating to us and our
business, including statements relating to our competitive strengths and business strategies, are forward-looking
statements.

All forward-looking statements address matters that involve risks and uncertainties. Accordingly, there are important
factors that could cause our actual results to differ materially from those indicated in these statements. We believe that
these factors include the following:

our lack of any meaningful operating history;
our ability to remediate and compensate for the material weakness in our internal controls over financial reporting or
any other significant deficiencies or material weaknesses that may develop;
the risk that we may not be able to implement our business strategy;
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the ineffectiveness or obsolescence of our planned business strategy due to changes in current or future market
conditions;
our inability to hire skilled personnel or our loss of the services of one or more of our key executives;
changes in regulation or tax laws applicable to us, our brokers or our customers;
changes in the availability, cost or quality of insurance business that meets out reinsurance underwriting standards;
actual results, changes in market conditions, changes affecting AmTrust s business that we reinsure, the occurrence of
catastrophic losses and other factors outside our control that may reduce demand for the types of insurance that we
reinsure and require us to alter our anticipated methods of conducting our business, such as the nature, amount and
types of risk we assume and the terms and limits of the products we intend to write;
our ability to hire, retain and integrate our management team and other personnel;
possible future downgrade in the rating of the Companys;
changes in rating agency policies or practices;
our ability to obtain future financing;
our heavy dependence on AmTrust for revenue in the initial years of operation, and possibly beyond and the risk that
our arrangements with AmTrust may change or terminate;
changes in accounting policies or practices;
loss experience under our reinsurance agreements that is worse than we anticipated when we entered into those
agreements;
cyclical changes in the insurance and reinsurance market and changes in competitive conditions;
the price and availability of retrocessional reinsurance;
emerging and unanticipated claim and coverage issues;
changes in regulations affecting us, our ceding companies or the types of insurance that we reinsure;

changes in tax laws or policy, and positions taken by taxing authorities in the United States, the United Kingdom and
elsewhere; and
changes in general economic conditions, including inflation, foreign currency exchange rates, interest rates and other
factors.
This list of factors is not exhaustive and should be read with the other cautionary statements that are included in this
Annual Report.

If one or more of these or other risks or uncertainties materialize, or if our underlying assumptions prove to be
incorrect, actual results may vary materially from our projections. Any forward-looking statements you read in this
Annual Report reflect our current views with respect to future events and are subject to these and other risks,
uncertainties and assumptions relating to, among other things, our operations, results of operations, growth strategy
and liquidity. All subsequent written and oral forward-looking statements attributable to us or individuals acting on
our behalf are expressly qualified in their entirety by this paragraph. You should specifically consider the factors
identified in this Annual Report that could cause actual results to differ from those discussed in the forward-looking
statements before making an investment decision. We undertake no obligation to publicly update or review any
forward-looking statement, whether as a result of new information, future events or otherwise.

BUSINESS

While we intend to operate our business as described in this Annual Report, we are a new company with a very
limited operating history. As a result of our experience, changes in market conditions and other factors outside our
control, we may alter our anticipated methods of conducting our business, such as the nature, amount and types of
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risks we assume and the terms and limits of the products we intend to write.

Overview

We are a Bermuda holding company formed in June of 2007 to provide reinsurance solutions, products and services to

U.S. and European insurance companies which specialize in products offering coverage at low limits or insuring risks
which are believed to be low hazard, predictable and generally not susceptible to catastrophe claims. Our founding

shareholders, Michael Karfunkel, George Karfunkel and Barry Zyskind (the Founding Shareholders ), are the majority

shareholders and, respectively, the Chairman of the Board of Directors, a Director and the Chief Executive Officer of
AmTrust Financial Services, Inc. ( AmTrust ) (NASDAQ:AFSI), a multinational insurance holding company which

specializes in such risks. We were formed to take advantage of the opportunity to partner with AmTrust and
opportunities to partner with insurers, like AmTrust, that focus on specialty insurance markets in which they have
developed expertise. We also plan to market to Lloyd s of London ( Lloyd s ) syndicates and program administrators.
Lloyd s is a competitive insurance market where individual underwriters accept risks on behalf of groups, called

syndicates, of individual and corporate members whose resources provide the security behind Lloyd s policies. We

intend to provide innovative reinsurance business solutions for such insurance companies, to enable them to improve

their capacity and ability to deliver and market their products and services.

Reinsurance is an arrangement by which one insurance company, called the reinsurer, agrees to indemnify another
insurance (or reinsurance) company, called the ceding company, against all or a portion of the insurance (or
reinsurance) risks underwritten by the ceding company under one or more policies. We were formed to capitalize on
market opportunities to provide traditional quota share and excess of loss reinsurance products. Under traditional
quota share reinsurance, a reinsurer provides reinsurance coverage to an insurance company on a pro rata basis based
on a ceding percentage without any provisions to limit meaningful losses within the contractual limits. Under excess

of loss reinsurance, a reinsurer agrees to reimburse the cedent for all or part of any losses in excess of the cedent s
retention, generally up to a predetermined limit, at which point the risk of loss is assumed by another reinsurer or
reverts to the cedent. We plan to focus on primary insurers that specialize in products offering coverage at low limits
or insuring risks which are believed to be low hazard, predictable and generally not susceptible to catastrophe claims.
We plan to provide reinsurance solutions to such insurance companies, to enable them to improve their capacity and
ability to deliver and market their products and services.

Maiden Insurance has received a financial strength rating of A- (Excellent) from A.M. Best, which is the fourth
highest of sixteen rating levels. A rating from A.M. Best indicates A.M. Best s opinion of our financial strength and
ability to meet ongoing obligations to our future policyholders.

We project that a substantial amount of our reinsurance business during the initial years of our operation will be
derived from AmTrust while we gradually develop business opportunities from other sources. Effective July 1, 2007,
our subsidiary Maiden Insurance entered into a quota share reinsurance agreement (the Quota Share Agreement ) with

AmTrust s Bermuda reinsurance subsidiary, AmTrust International Insurance, Ltd. ( AIl ), which reinsures AmTrust s
insurance company subsidiaries. Under the Quota Share Agreement, Maiden Insurance reinsures 40% of AmTrust s
written premium (net of commissions, in the case of AmTrust s UK subsidiary), net of reinsurance with unaffiliated
reinsurers, on AmTrust s existing lines of business and, possibly, future lines of business. In 2007, AmTrust s gross
written premiums totaled $839.4 million, and its premiums ceded to unaffiliated reinsurers totaled $171.9 million. We
also entered into a master agreement with AmTrust, pursuant to which we agreed to cause Maiden Insurance and
AmTrust agreed to cause its insurance company subsidiaries, through All, effective as of July 1, 2007, to reinsure
40% of the written premium (net of commissions, in the case of AmTrust s UK subsidiary), net of reinsurance with

unaffiliated reinsurers, on the then-existing lines of business and, possibly, future lines of business of AmTrust s
insurance company subsidiaries. We pay AmTrust a ceding commission equal to 31% of ceded premium, which may

be adjusted if the mix of business ceded to us changes, and which is intended to cover AmTrust s acquisition costs, and
a
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brokerage commission equal to 1.25% of all premiums we reinsure from AmTrust. Maiden Insurance also assumed,
effective as of July 1, 2007, 40% of AmTrust s unearned premium reserve, which resulted in a transfer to us of $126.6
million. The Quota Share Agreement has a three year term and will be extended for further terms of three years unless
either party elects not to renew. The agreement is subject to early termination in certain events, including AmTrust s
right to terminate if Maiden Insurance s A.M. Best rating is reduced below its current rating of A-. We and AmTrust
believe that the master agreement and the Quota Share Agreement help align AmTrust s interests with ours in fostering
the success of our company.

AmTrust, through its insurance subsidiaries, is a direct insurer in the United States, the United Kingdom and other
European countries, which means that it provides insurance coverage directly to policyholders. We are a reinsurer,
which means that we assume a portion of the risks insured or reinsured by other insurance companies, such as
AmTrust. AmTrust generally does not provide reinsurance for non-affiliates and we do not intend to conduct business
as a direct insurer in any jurisdiction. Therefore, we believe our businesses provide complementary products and
services.

AmTrust currently transacts business through seven insurance company subsidiaries: Technology Insurance
Company, Inc. ( TIC ), Rochdale Insurance Company ( RIC ), Wesco Insurance Company ( WIC ) and Associated
Industries Insurance Company, Inc. ( AIIC ), which are domiciled in New Hampshire, New York, Delaware and

Florida, respectively, and All, AmTrust International Underwriters Limited (  AIU ) and IGI Insurance Company, Ltd.
( IGI ), which are domiciled in Bermuda, Ireland and England, respectively. AmTrust s current majority stockholders
acquired AmTrust and its subsidiaries, TIC and All, from Wang Laboratories, Inc. in 1998 to focus on niche specialty
and casualty markets.

AmTrust primarily underwrites coverage in three market segments: workers compensation for small businesses
(average premium less than $5,000 per policy) in the United States; specialty risk and extended warranty coverage for
consumer and commercial goods and custom designed coverages, such as accidental damage plans and payment
protection plans offered in connection with the sale of consumer and commercial goods, in the United Kingdom,
certain other European Union countries and the United States; and specialty middle-market property and casualty
insurance, which consists of workers compensation, commercial auto, and general liability programs for policyholders
in discrete industry segments that generally are underwritten by managing general agents with expertise in those
segments.

TIC, RIC, WIC, AIl and AIU are each rated A- by A.M. Best, which is the fourth highest of 16 rating levels. IGI,
which AmTrust acquired in April 2007, and AIIC, which AmTrust acquired in September 2007, are not currently
rated by A.M. Best. All, TIC, and RIC have maintained the A- rating since 2003. WIC has maintained its rating since
it was assigned by A.M. Best upon AmTrust s acquisition of WIC on June 1, 2006. AIU has maintained its A- rating
since June 2007.

AmTrust has achieved profitable growth and favorable returns on equity through its focus on specialty insurance
markets in which it has underwriting, risk management and claims handling expertise and through the development of
proprietary applications and efficient technology information systems for underwriting new business, processing
claims and monitoring the performance of its business. AmTrust s business has grown substantially since 2002 when
its annual gross premiums were $27.5 million. AmTrust s annual gross premiums written in 2007, 2006 and 2005 were
$839.4 milion, $526.1 million and $286.1 million, respectively.
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For 2007, 2006 and 2005, AmTrust achieved net loss ratios of 62.4%, 63.9% and 65.7%, respectively. The table
below sets forth the net loss ratios for each of AmTrust s segments in 2007, 2006 and 2005.

Year Ended December 31,

2007 2006 2005
Segment
Small Business Workers Compensation 58.5 % 60.1 % 65.0 %
Specialty Risk and Extended Warranty 70.5 % 77.9 % 68.1 %
Specialty Middle-Market Property and Casualty 61.9 % 62.8 % N/A

We believe that our relationship with AmTrust should enable us to achieve profitable growth in our first years of
operations, since the AmTrust business we are assuming has historically been profitable and grown substantially over
the last few years.

We also plan to pursue opportunities to reinsure insurance companies, which, like AmTrust, specialize in workers
compensation for small businesses in low and medium hazard classes, commercial property and casualty program
business for discrete industry segments which are underwritten by general agents with proven expertise and extended
warranty and specialty risk programs which are characterized by low coverage limits and high volume. We believe we
can attract small and medium-sized insurance companies which require additional capacity. In addition, we believe
that we will be able to offer our prospective reinsureds expertise in underwriting and administering specialty property
and casualty business, to our mutual benefit.

The maintenance of the assigned rating will depend upon a number of factors including Maiden Insurance operating
substantially as our management has represented to A.M. Best. A.M. Best formally evaluates its financial strength
ratings of insurance companies at least once every twelve months and monitors the performance of rated companies
throughout the year.

Our Founding Shareholders

In connection with our formation and capitalization prior to the private offering we issued to our founding
shareholders, Michael Karfunkel, George Karfunkel and Barry Zyskind (the Founding Shareholders ), who are
Chairman of the Board of Directors, Director and Chief Executive Officer of AmTrust, respectively, 7,800,000
common shares in exchange for an investment of $50 million in us. The common shares held by our Founding

Shareholders currently represent 13.1% of our outstanding common shares. In connection with our formation and
capitalization, we also issued 10-year warrants to our Founding Shareholders to purchase an additional 4,050,000
common shares at an exercise price of $10.00 per share, which shares currently represent 6.4% of our common shares
outstanding assuming the exercise of all outstanding warrants. The shares held by our Founding Shareholders,
together with the shares issuable upon exercise of our Founding Shareholders warrants, currently represent 18.6% of
our outstanding common shares assuming the exercise of all outstanding warrants. For a description of the terms of

our Founding Shareholders warrants, please see Certain Relationships and Related Transactions Founding
Shareholders and Related Agreements.

Private Offering

On July 3 and July 13, 2007, we sold an aggregate of 51,750,000 common shares in a private placement exempt from
registration under the Securities Act, which we refer to in this Annual Report as the private offering, at a purchase
price of $9.30 per share to Friedman, Billings, Ramsey & Co., Inc., the initial purchaser of some of the shares, and

directly to certain investors. Friedman, Billings, Ramsey & Co., Inc. resold the shares it purchased to investors
pursuant to Rule 144A and Regulation S under the Securities Act. We raised approximately $480.6 million in net
proceeds from the private offering, before deducting the legal and accounting fees associated with the offering. We
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used approximately $450 million of these proceeds and the $50.0 million our Founding Shareholders invested in us, a
total of approximately $500 million, to capitalize Maiden Insurance, our reinsurance subsidiary.

In connection with the private offering, we entered into a registration rights agreement for the benefit of the holders of
the shares sold in the private offering. We also entered into a registration rights agreement with our Founding
Shareholders with respect to their ownership of 7,800,000 of our common shares, of which

5,200,000 common shares have been registered under a shelf  registration statement, and 4,050,000 common shares
issuable upon exercise of the warrants we granted to our Founding Shareholders.

Our Organization

Maiden Holdings was originally incorporated in May 2007 under Cayman Islands law. We have since changed our
jurisdiction of organization to Bermuda by discontinuing from the Cayman Islands, continuing into Bermuda as a
Bermuda exempted company and amalgamating with a new Bermuda company to form Maiden Holdings, Ltd. Our
reinsurance subsidiary, Maiden Insurance, was incorporated on June 29, 2007 and Maiden Insurance commenced
writing business effective as of July 1, 2007.

How to Contact Us

Our principal executive office is located at 58 Par-la-Ville Road, Suite 1141, Hamilton HM 11, Bermuda and our
telephone number is (441) 292-7090.

AmTrust Quota Share Business

Maiden Insurance has entered into the Quota Share Agreement with AmTrust s Bermuda reinsurance subsidiary, All

Al reinsures all of AmTrust s insurance company subsidiaries (the AmTrust Ceding Insurers ). The AmTrust Ceding

Insurers are RIC, TIC, WIC, AIU, IGI, AIIC and any other insurance company in which AmTrust acquires a majority
interest from time to time in the future.

Pursuant to the Quota Share Agreement, commencing as of 12:01 a.m. on July 1, 2007 (the Effective Time ), Maiden
Insurance reinsures, through All, 40% of all Ultimate Net Loss each such AmTrust Ceding Insurer incurs as a result of
risks attaching during the term of the Quota Share Agreement under all of their respective workers compensation,
specialty middle-market property and casualty (consisting of workers' compensation, general liability, commercial
property, commercial automobile liability and auto physical damage insurance placed through program underwriting
agents), specialty risk and extended warranty policies in-force during the term of the Quota Share Agreement (the
Policies ). The lines of insurance included in the Policies are the only kinds of insurance that the AmTrust Ceding
Insurers wrote at the time we entered into the Quota Share Agreement. Maiden Insurance s maximum liability in
respect of a single reinsured loss under a Policy (other than any loss adjustment expenses, extra-contractual
obligations or loss in excess of policy limits attributable thereto) does not exceed $2 million except where Maiden
Insurance expressly agrees otherwise. Ultimate Net Loss means the sum actually paid or to be paid by an AmTrust
Ceding Insurer in settlement of losses for which it is liable, after making deductions for all unaffiliated inuring
reinsurance, whether collectible or not, and all other recoveries, and shall include loss adjustment expenses,
extra-contractual obligations and loss in excess of policy limits. To date, Maiden Insurance has agreed to accept
potential liability in excess of the $2 million limit on one AmTrust program that insures construction latent defect
risks in France, in which AmTrust s maximum liability is €7.5 million per unit and €15.0 million per policy
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(approximately $11.6 million and $23.1 million, respectively, based on an exchange rate of $1.5409 per €1 on May 8,
2008) and Maiden s maximum liability is 40% of these amounts.

Pursuant to the Quota Share Agreement, All transferred to Maiden Insurance an amount equal to 40% of the portion
of the direct premiums attributable to the Policies that was unearned as of the Effective Time. In addition, for the term
of the Quota Share Agreement, Maiden Insurance will be entitled to receive reinsurance premium in an amount equal
to 40% of the AmTrust Ceding Insurers gross written premiums in respect of business covered under the Quota Share
Agreement, net of the cost of unaffiliated inuring reinsurance, and, in the case of IGI, the cost of commissions paid to

producers (the Subject Premium ).

Maiden Insurance pays All a ceding commission equal to 31% of the ceded Subject Premium. AIl has agreed that the
ceding commission includes provision for all commissions, taxes, assessments (other than assessments based on
losses), and all other expenses of whatever nature, except loss adjustment expenses.

AmTrust has agreed that, if the AmTrust Ceding Insurers elect to write lines of insurance other than the Policies, All
must offer Maiden Insurance, through the Quota Share Agreement, the opportunity to reinsure such policies pursuant
to the Quota Share Agreement.

Effective January 1, 2008, we have a 45% participation in the working layer of AmTrust s workers compensation
excess of loss reinsurance program. The working layer of AmTrust s excess of loss reinsurance program is the layer
immediately above AmTrust s retention. At present, the working layer is $9 million of losses and loss adjustment
expenses per occurrence in excess of AmTrust s $1 million per occurrence retention, subject to an annual aggregate
deductible in the amount of $1.25 million. This participation was sourced through a reinsurance intermediary via open
market placement. The remaining 55% participation was placed with a single carrier.

In addition to the Quota Share Agreement, we entered into an asset management agreement with AIIM, a subsidiary
of AmTrust, by which AIIM provides investment management services for an annual fee equal to 0.35% of average
invested assets plus all costs incurred, except that this fee is not charged with respect to any assets invested in a hedge

fund for which AmTrust or an affiliate earns a management fee or other compensation. The asset management
agreement has an initial term of one year and is automatically renewable for additional one-year terms unless either
party elects not to renew. AmTrust manages assets in excess of $1.2 billion for its insurance company subsidiaries as
of December 31, 2007. The asset management agreement enables us to take advantage of AmTrust s asset management
expertise in a cost-effective manner.

In addition, Maiden Insurance pays to AIl Reinsurance Broker Ltd., a Bermuda affiliate of the AmTrust Ceding
Insurers, pursuant to a reinsurance brokerage agreement between those parties, a brokerage fee equal to 1.25% of the
premium reinsured from AmTrust. The brokerage fee is payable in consideration of AIl Reinsurance Broker Ltd. s
brokerage services.

Maiden Insurance has also entered into brokerage services agreements with AmTrust subsidiaries in the United States
and the United Kingdom pursuant to which those subsidiaries provide marketing services to Maiden Insurance for
compensation calculated on a cost plus basis.

Our Chief Executive Officer, Max G. Caviet, is currently an AmTrust executive, and our Chief Operating Officer and

General Counsel, Ben Turin, is a former employee of AmTrust. Mr. Caviet is expected to become a full-time
employee following a transition period which is not exptected to extend beyond June 30, 2008.

AmTrust Quota Share Business
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We have entered into employment agreements with Mr. Caviet, Mr. Turin and Michael J. Tait, our Chief Financial
Officer, and the agreement with Mr. Caviet is provisional with a term not extending beyond June 30, 2008 until we
can negotiate a definitive employment agreement with him. If we are unable to reach a definitive agreement with Mr.
Caviet before June 30, 2008, we will lose his services and he will remain in his positions at AmTrust on a full-time
basis. We expect that, while Mr. Caviet will not devote all of his time to the Company, he will devote sufficient time
to the Company to start up its business while transferring his duties at AmTrust to others and maintaining the business
relationships which we expect to benefit both companies.

We and AmTrust anticipate that AmTrust will often be in the position to refer us business from third parties, which it
is unable to underwrite due to conflicts or for other reasons and which will be underwritten by other carriers and
reinsured by us.

From time to time, we and AmTrust may both be presented with opportunities to insure, reinsure or acquire the same
book of business. Because of the overlaps between our and AmTrust s shareholders and management, we and AmTrust
have agreed that in such cases each company will refer the opportunities to a committee of its independent directors to

decide whether that company wishes to pursue the opportunity.

On December 7, 2007, AmTrust entered into an agreement to acquire the Unitrin Business Insurance unit ( UBI ) of
Unitrin, Inc. ( Unitrin ), a publicly-held insurance holding company listed on the New York Stock Exchange. UBI
writes commercial package, commercial auto, commercial general liability, umbrella, workers compensation and other
commercial coverages through independent agents in 30 states in the Northwest, Midwest and South of the United
States. The UBI acquisition includes the acquisition of three property and casualty insurance companies and a Texas
Lloyd s insurer (the Acquired Companies ), and the acquisition of renewal rights from three other Unitrin-owned
insurers (the Non-Acquired Companies ). Unitrin will reinsure 100% of all pre-closing insurance liabilities of the
Acquired Companies. AmTrust will assume the unearned premium associated with all in-force UBI policies issued by
Unitrin through the Non-Acquired Companies. The closing of the transaction is subject to various regulatory
approvals.

The UBI business does not fall within the lines of business subject to the Quota Share Agreement. We are in
negotiations with AmTrust to reinsure the UBI business, subject to the parties agreement on the ceding commission
and other terms and conditions specific to the UBI business.

For additional information on our relationships with AmTrust, see Certain Relationships and Related Transactions.

Other Business

We have begun to see increased flow of submission of reinsurance opportunities. Reinsurance intermediaries are the

primary source of these opportunities. We have adopted a disciplined underwriting posture and thoroughly review all

reinsurance opportunities before determining whether to participate. Between November 6, 2007 and April 23, 2008,

we have reviewed 107 reinsurance submissions. As of January 1, 2008, we entered into four reinsurance agreements
for business other than the Quota Share Agreement with AmTrust. These include:

A 45% participation in the $9 million in excess of $1 million layer of AmTrust's workers' compensation excess of loss
program. This layer provides reinsurance to AmTrust for losses per occurrence in excess of $1 million up to $10
million, subject to an annual aggregate deductible of $1.25 million. This participation was sourced through a
reinsurance intermediary via open market placement in which competitive bids were solicited by an independent
broker. The remaining 55% participation was placed with a single carrier.

Other Business
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A 35% quota share in a general liability program covering housing facilities for persons aged 55 years or
older (excluding assisted living facilities and nursing homes). The underlying insurance policies have a limit
of $1 million per occurrence, so our share of that limit is $350,000 per occurrence. This participation was
sourced through a reinsurance intermediary via open market placement in which competitive bids were
solicited by an independent broker. A 30% quota share in the same program was placed with another carrier.
The ceding company retained 35% of the premiums and risks.
A 50% participation in a $4 million in excess of $1 million specialty transportation program. This program covers
provides primarily commercial auto coverage and, to a lesser extent, general liability coverage to private
non-emergency para-transit and school bus service operators in New York State. The underlying policies are written
by AmTrust. The premium rates are rates developed by the Insurance Services Office, a third-party collector and
provider of statistical, actuarial, underwriting and claims data for the property-casualty insurance industry. This
participation was sourced through a reinsurance intermediary via open market placement in which competitive bids
were solicited by an independent broker. Another broker market reinsurer holds the other 50% participation.
An 18.5% quota share participation in a specialty general liability line. This program provides coverage for amateur
youth sports in Europe. This program has a limit of £15 million per occurrence (approximately $29.3 million based on
an exchange rate of $1.9543 per 1.0 U.K. Pound on May 8, 2008). This participation was sourced through a
reinsurance intermediary via open market placement in which competitive bids were solicited by an independent
broker. Other broker market reinsurers hold the remaining 81.5% participation in this program.

Market Opportunities and Industry Trends

We believe that insurance companies that underwrite specialty property and casualty products, such as workers
compensation for employers in specific low and medium hazard classes, commercial property and casualty programs
for businesses in discrete industry segments, and extended warranty and other specialty programs often do not receive

appropriate consideration from reinsurers for their expertise, the risk profile of their insureds, and the distinctions
between their specialty products and general insurance products. This is particularly true for small insurance
companies. We believe that the lack of reinsurance sources with expertise in specialty property and casualty business
is one of the key restraints on the growth of specialty business and, in some cases, of the insurers that underwrite it.

Given our senior management s expertise and established track record in underwriting primary specialty property and
casualty business, we believe we are well placed to identify opportunities with insurance companies that write such
business and to offer them reinsurance solutions that will enhance their profitability.

Business Strategy

In order to capitalize on our strategic relationship with AmTrust and the market opportunities we have identified in the
specialty property and casualty insurance company sector, we are pursuing the following business strategies:

Rely on AmTrust as an Initial Principal Production Source. Currently, we derive the substantial majority of our
business from our reinsurance arrangements with AlIl. The agreement we entered into with AmTrust provide that
Maiden Insurance will reinsure 40% of the Subject Premium written by AmTrust s current and hereafter acquired
insurance companies. We project that a substantial amount of our reinsurance business during the initial years of our
operation will be derived from AmTrust while we gradually develop business opportunities from other distribution
sources.

Deliver Reinsurance Solutions to Insurance Companies. We plan to provide quota share and excess of loss
reinsurance and other reinsurance solutions primarily to U.S. and European insurance companies that underwrite
specialty property and casualty business, particularly small insurance companies that underwrite such business and

Market Opportunities and Industry Trends 10
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that could benefit from the additional underwriting capacity provided by reinsurance to expand their operations. We
believe our management team s significant prior operating experience and extensive relationships with program
administrators, general agents, reinsurance companies and intermediaries will provide significant opportunities to
expand our reinsurance clients beyond AmTrust.

Strategic Acquisitions. As we grow we will seek to augment our organic growth with strategic acquisitions of other
reinsurers and attractive books of business where it will be accretive to our core business strategy. Our management
team is experienced in reviewing potential acquisition candidates and in executing successful acquisitions and
integrations.

Competitive Strengths

We believe we have the following competitive strengths, which should position us to underwrite business profitably:

Access to Profitable Book of Business from AmTrust. Pursuant to the Quota Share Agreement with a
subsidiary of AmTrust, we reinsure 40% of all the insurance business (net of reinsurance with unaffiliated
reinsurers) of the types that AmTrust wrote at the time we entered into the Quota Share Agreement. AmTrust
generated a weighted average net loss ratio of 64.0% for the three years ended December 31, 2007. The loss
ratio is a measure of the profitability of an insurance or reinsurance company s underwriting operations. It
represents a company s total expenses for losses and loss adjustment expenses (the costs incurred to
investigate, adjust and defend claims) incurred as a percentage of total premiums earned. The net loss ratio is
the loss ratio calculated after taking into account the effect of any reinsurance.

Bermuda-Based Operations. We expect that our Bermuda-based operations will allow us to access reinsurance clients

who are increasingly seeking Bermuda-based capacity to meet their reinsurance needs, as well as to access Bermuda s

well-developed network of reinsurance brokers. We believe that we will also benefit from Bermuda s pool of

experienced professionals with significant reinsurance expertise and Bermuda s favorable regulatory environment that

allows for the development and sale of innovative business solutions and cost-effective reinsurance products.

Strong Market Relationships. We intend to market our reinsurance products principally through our management s

industry contacts and through independent reinsurance intermediaries. We believe that our senior management team s

significant prior operating experience should allow us to establish our presence in the reinsurance markets.
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New Insurance Company. As a recently formed company, we are unencumbered by historical liability exposures
currently affecting competitors, including claims relating to asbestos and environmental remediation and other mass
torts.

Access to Professional Asset Management through AmTrust. AmTrust s investment management team has a proven
track record of managing its asset portfolio, which includes equities and fixed income securities. Our asset
management agreement with AIIM, a subsidiary of AmTrust, enables us to benefit from this experience.
Experienced Management with Knowledge of Primary Insurance Companies and Products. We have assembled a
senior management team with extensive experience in underwriting specialty property and casualty business,
including workers compensation, commercial automobile and commercial general liability programs for businesses in
discrete industry segments and extended warranty and specialty risk business with low coverage limits and high
volumes. Additionally, Barry D. Zyskind, our non-executive Chairman of the Board, who also serves as the President
and Chief Executive Officer of AmTrust, has a proven track record of developing insurance, service and capital
solutions for AmTrust and brings his industry experience to his role as our Chairman. See Management.

Selected Consolidated Financial Information of AmTrust

The following table sets forth certain financial information of AmTrust which has been extracted from the annual
report on Form 10-K for the year ended December 31, 2007 of AmTrust. These historical results are not necessarily
indicative of AmTrust s results to be expected from any future period. In addition, there may have been material
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developments with respect to AmTrust, which are not disclosed in AmTrust s public filings or this Annual Report. The
selected consolidated financial information of AmTrust set forth below should be read together with AmTrust s public
filings, including but not limited to those listed above, in their entirety.

As of and for
the
Year Ended
December 31,
2007
($ in millions)
Gross Written Premium $839.4
Ceded Premium 4195 )
Net Written Premium 419.9
Net Earned Premium 4442
Net Income 90.1
Cash & Investments 1,289.6
Losses and Loss Adjustment Reserves 775.4
Combined Ratio 83.2 %
Required Adjustments(!) 2.1

e Represents increases in reserves for prior years.

Reinsurance Solutions

Reinsurance can be written either through treaty or facultative reinsurance arrangements. Treaty reinsurance is a
contractual arrangement that provides for automatic reinsuring of a type or category of risk underwritten by the ceding
company. In facultative reinsurance, the ceding company cedes, and the reinsurer assumes, all or part of a specific risk

or risks. Facultative reinsurance provides protection to ceding companies for losses relating to individual insurance
contracts issued to individual insureds. We intend to write most of our reinsurance business on a treaty basis.

Our treaty reinsurance contracts can be written on either a quota share basis, also known as proportional or pro rata, or
on an excess of loss basis. Under quota share reinsurance, we will share the premiums as well as the losses and
expenses in an agreed proportion with the cedent. Under excess of loss reinsurance, we will generally receive a
specified premium for the risk assumed and indemnify the cedent against all or a specified portion of losses and

expenses in excess of a specified dollar or percentage amount. In quota share and in certain types of excess of loss
reinsurance contracts, we will typically provide a ceding commission to the client.
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When we write treaty reinsurance contracts, we will not separately evaluate each of the individual risks assumed under
the contracts and we will be largely dependent on the individual underwriting decisions made by the reinsured.
Accordingly, we intend to carefully review and analyze the reinsured s risk management and underwriting practices in
deciding whether to provide treaty reinsurance and in appropriately pricing the treaty.

Following our capitalization with our Founding Shareholders initial investment and the net proceeds from the private
offering, we entered into the Quota Share Agreement with AIl. The Quota Share Agreement has a term of 3 years,
subject to certain early termination provisions, and will extend for further terms of 3 years unless either party elects
not to renew. It should secure for us a stable source of reinsurance premium revenue over the next 3 years from the

workers compensation, specialty property/casualty and extended warranty business conducted by AmTrust. In
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addition, effective January 1, 2008, we have a 45% participation in the working layer of AmTrust s workers
compensation excess of loss reinsurance program. As a result of the Quota Share Agreement, we will likely derive
most of our gross premiums written from AmTrust s insurance companies in our initial years of operation. We also
plan to primarily focus on reinsuring primary insurance companies in the United States and Europe that specialize in
underwriting specialty property and casualty insurance products. We expect many of our opportunities to arise with
small insurance companies. In addition, we expect to pursue such opportunities with insurance companies that write
program business and that reinsure a substantial amount of their business as well as captive insurance companies
established by managing general agents. We may also reinsure other reinsurers of U.S. and European specialty
property and casualty insurance business.

We expect our reinsurance operations will offer the following reinsurance solutions:

Quota Share Reinsurance

In quota share reinsurance, the insurer cedes an agreed-upon fixed percentage of liabilities, premiums and losses for
each policy covered on a pro rata basis. The reinsurer pays the ceding company a commission, called a ceding
commission, on the premiums ceded.

Excess of Loss Reinsurance

Excess of loss reinsurance indemnifies the insured or the reinsured against all or a specified portion of losses on
underlying insurance policies in excess of a specified amount, which is called a retention. Excess of loss insurance or
reinsurance is written in layers. A reinsurer or group of reinsurers accepts a band of coverage up to a specified
amount. The total coverage purchased by the cedent will typically be placed with predetermined reinsurers in
pre-negotiated layers. Any liability exceeding the outer limit of the program reverts to the ceding company, which also
bears the credit risk of a reinsurer s insolvency. Loss experience under excess of loss reinsurance tends to be more
volatile than under quota share reinsurance.

Product Lines

Because, currently, we derive substantially all of our business from our quota share agreement with AmTrust and we
have expertise in underwriting the types of products offered by AmTrust, we are initially focusing on the lines of
specialty property and casualty business offered by AmTrust. We plan to expand our line of business offerings, as
well as the classes of business written for each line of business, as we develop reinsurance business opportunities.

Workers Compensation

We will reinsure workers compensation liabilities, which is a statutory coverage requirement for commercial
businesses in the United States. Workers compensation is required in almost every state to protect employees in case
of injury on the job, and the employer from liability for an accident involving an employee. Workers compensation
insurance provides coverage for the statutory obligations of employers to pay medical care expenses and lost wages
for employees who are injured in the course of their employment. We expect to primarily reinsure workers
compensation liabilities for small businesses.

As of December 31, 2007, AmTrust underwrites workers compensation insurance in 40 states and the District of
Columbia through a network of approximately 8,000 independent wholesale and retail agents. For the year ended
December 31, 2007, six states accounted for approximately 72% of AmTrust s gross premiums written, with AmTrust s
top state, Florida, accounting for 24%.

Reinsurance Solutions 13
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The average AmTrust policyholder in its small business workers compensation segment has, on average, less than six
employees and the average premium is less than $5,000 per policy. AmTrust generally does not insure employers that
have more than 75 employees at any one location. The small business risks insured by AmTrust include:

restaurants;
retail stores;
physicians and other professionals offices;
building management-operations by owner or contractor;
private schools;
hotels;
machine shops-light metal working;
small grocery and specialty food stores;
wholesale shops; and

beauty shops.
We believe that AmTrust is able to successfully underwrite small policies because it has developed technology that

enables it to underwrite each risk and provide effective loss control for a large number of small risks. Furthermore, we
believe that, because of the relatively low premiums, the small business segment is less competitive than the general
workers compensation segment.

In 2007, AmTrust had gross premiums written of $308.8 million in its small business workers compensation segment

On September 10, 2007, AmTrust announced the closing of its acquisition of Associated Industries Insurance
Services, Inc. ( AIIS ), a Florida-based workers compensation managing general agency, and its wholly-owned
subsidiary, Associated Industries Insurance Company, Inc. ( AIIC ), a Florida workers compensation insurer also
licensed in Alabama, Georgia and Mississippi. According to AmTrust s announcement, AIIS produced approximately
$130 million in gross written premiums in 2006, of which approximately $58 million was written by AmTrust s
subsidiary, TIC.

Specialty Middle Market Property and Casualty

We will provide reinsurance solutions for narrowly defined classes of business that are underwritten on an individual
policy basis by program underwriting agents on behalf of insurance companies. AmTrust s specialty middle-market
property and casualty segment consists of workers compensation, general liability, and commercial auto liability for
small and middle-market businesses through industry-specific programs managed by general and wholesale agents.
The industries include:

retail;
wholesale;
service operations;
artisan contracting; and
light and medium manufacturing.

Business in this segment is underwritten by the producing agents, who have expertise in the business being
underwritten and have developed relationships with retail agents from whom they receive submissions. The producing
agents generally share a portion of the risk. As of December 31, 2007, AmTrust was underwriting 28 programs
through 17 agents. For the year ended December 31, 2007, workers compensation constituted approximately 35% of
the business in this segment, commercial auto coverages constituted approximately 20%, general liability constituted
approximately 30% and other business constituted approximately 15%. The insureds in this segment generally are
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small and medium-sized businesses.
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In 2007, AmTrust had approximately $224.2 million in gross premiums written in its specialty middle-market
property and casualty segment.

Specialty Risk and Extended Warranty

We will reinsure specialty risk and extended warranty coverages, which provide coverage for accidental damage,
mechanical breakdown and related risks for consumer and commercial goods in the European Union and the United
States. In 2007, AmTrust wrote 55% of its extended warranty and specialty risk business in Europe, whereas as of
December 31, 2007, it was underwriting approximately 300 separate coverage plans, and 45% in the United States.

AmTrust s specialty risk and extended warranty business covers selected risks, including:

personal computers;
consumer electronics, such as televisions and home theater components;
consumer appliances, such as refrigerators and washing machines;
automobiles (no liability coverage);
cellular telephones;
heavy equipment;
homeowner s latent defects warranty in Norway;
hand tools; and
credit payment protection in the European Union.
AmTrust generally insures manufactures, retailers, service contract providers and third-party administrators who sell
extended warranties, service contracts or other contracts, such as credit payment protection contracts, incidental to the
sale or lease of consumer and commercial goods. AmTrust generally issues policies which have a term of 12 months,
which insure the insured s contractual liability under contracts issued during the policy term. The contracts have terms
ranging from one month to 60 months. AmTrust generally has the right to increase premium rates during the term of
the policy and, in Europe, the right to cancel prior to the end of the term.

In 2007, gross premiums written in AmTrust s extended warranty and specialty risk business totaled $306.4 million.

Markets and Marketing

According to A.M. Best, there are more than 800 property and casualty insurance companies in the U.S. with less than
$100 million in surplus. We plan to expand our client base by offering our products primarily to small insurance
companies in the United States and Europe, as well as program administrators and Lloyd s syndicates, that could
benefit from the additional underwriting capacity provided by reinsurance to expand their operations. We plan to

pursue reinsurance opportunities with insurance companies, like AmTrust, that specialize in workers compensation for

small businesses in low and medium hazard classes, commercial property and casualty program business for discrete
industry segments which are underwritten by managing general agents with expertise and extended warranty and
specialty risk programs which are characterized by low coverage limits and high volume. We believe we will be able
to offer our prospective reinsureds expertise in underwriting and administering specialty property and casualty
business. In cases where we will market our products to managing general agents and program administrators, we may
need to identify a primary insurance carrier that would be willing to insure the relevant risks and reinsure them to us.

Specialty Middle Market Property and Casualty 15
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We expect to produce our third-party reinsurance business through reinsurance brokers worldwide, which will receive
a brokerage commission generally equal to a percentage of gross premiums. Our Chief Executive Officer and
underwriters have extensive industry relationships with reinsurance intermediaries worldwide. We believe these
relationships will allow us to establish our presence in the reinsurance markets in the United States as well as provide
flexibility in managing our policy acquisition costs.
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Because our Chief Executive Officer has an established reputation in the London market as an extended warranty and
specialty risk underwriter, we also expect to have opportunities to reinsure such risks in the London market.

Claims Management

The claims function provides claims adjustment and legal defense services for our reinsurance products, and the
organization of our claims operations will be tailored to meet the requirements of our reinsurance. We will oversee the
claims function, which will be provided primarily by the primary insurance companies to whom we provide
reinsurance. Also, we may obtain claims adjustment and legal defense or claims audit services from other third-party
claims administrators. In addition, we will maintain databases of the claims experience of each of our reinsurance

arrangements, which will be utilized by our claims staff as well as our actuarial and other financial staff.

With respect to our reinsurance businesses, the primary insurance company, which is our client, will provide the
primary claims adjustments, and we will monitor the overall results primarily for the purposes of analyzing underlying
business trends and establishing our overall loss reserves, and we may also advise on individual large claims. Under
our reinsurance agreements with the primary insurance company, we will require the primary insurance company to
provide claims data to us promptly, including immediate notification of individual large claims, and we will have the
right to inspect and audit its claims files. Prior to entering into any such agreements, we will conduct due diligence on
the primary insurance company s claims operations to assess its ability to handle the claims anticipated under these

agreements.

AmTrust internally administers the majority of its workers compensation claims. AmTrust utilizes a proprietary
system of internet-based tools and applications that enable its claims staff to concentrate on investigating submitted
claims, to seek subrogation opportunities and to determine the compensability of each claim. This system allows the

claims process to begin as soon as a claim is submitted.

AmTrust s small business workers compensation adjusters have an average of 20 years of experience. Supervision of
the adjusters is performed by its internal claims manager in each region. Increases in reserves over the authority of the
claims adjuster must be approved by supervisors. Senior claims managers provide direct oversight on all claims with

an incurred value of $50,000 or more.

In AmTrust s specialty risk and extended warranty segment, third-party administrators generally handle claims on
policies and provide monthly loss reports. AmTrust reviews the monthly reports and if the losses are unexpectedly
high, AmTrust generally has the right to adjust its pricing or cease underwriting new business under the coverage

plan. AmTrust routinely audits the claims paid by the administrators. AmTrust generally settles specialty risk claims
in-kind by repair or replacement

rather than in cash. AmTrust seeks to reduce its loss exposure through volume
fixed-fee repair or replacement agreements with third parties. AmTrust also utilizes experts to validate certain types of

claims, such as claims made for coverage on heavy machinery.

In AmTrust s specialty middle-market property and casualty segment, third-party administrators generally handle
claims and provide periodic loss reports. Approximately 17 such providers administered this business as of December
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31, 2007. The loss experience of each coverage is closely monitored and claims paid by the administrators are audited
on a periodic basis.

Prior to entering into a reinsurance agreement with a primary insurance company, we will conduct due diligence to
ensure that the company shares our philosophy of expedient, fair and consistent claims handling with adequate control
of loss adjustment expenses and has the capabilities to implement our philosophy. We will monitor on a continual
basis the results of their claims adjustment and legal defense services. We expect that with respect to first party
claims, where the policy holder is the claimant, the claims function would provide a prompt response to inspect the
damage, ascertain the extent damages are covered under the insurance policy, assess whether the claim should be
resolved by settlement or be denied or defended and make prompt payment to the insured as appropriate. With respect
to third-party claims, where a person other than the insured is the claimant, we expect the claims function to
thoroughly investigate the potential for liability as soon as the claim is reported and assess whether the claim should
be resolved by settlement or be denied or defended.
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We will establish case reserves for each claim based upon all of the facts available at the time of the claim to record
our best estimate of the ultimate value of each claim. We will establish reserves on a case by case basis for the
estimated costs of legally defending third-party claims, or allocated loss adjustment expense reserves. In addition, we
will establish reserves to record on an overall basis the costs of adjusting claims that have occurred but not yet been
settled, or unallocated loss adjustment expense reserves.

Because we expect that substantially all of our business in our first year will result from the Quota Share Agreement
with All, we do not plan to hire a full-time executive dedicated to claims during the first year. Our claims operations
will be overseen by our senior executives. Our senior executives will work closely with our actuarial staff in
reviewing the results of our reinsurance agreements.

Reserves

We are required to establish reserves for losses and loss expenses under applicable insurance laws and regulations and
U.S. GAAP. These reserves are balance sheet liabilities representing estimates of future amounts required to pay
losses and loss expenses for reinsured claims that have occurred at or before the balance sheet date, whether already
known to us or not yet reported. Our policy will be to establish these losses and loss reserves prudently after
considering all information known to us as of the date they are recorded.

Loss reserves fall into two categories: case reserves for reported losses and loss expenses associated with a specific
reported insured claim, and reserves for incurred but not reported, or IBNR, losses and loss adjustment expenses. We
will establish these two categories of loss reserves as follows:

Reserves for reported losses  Following our analysis of a notice of claim received from a ceding company, we will
establish a case reserve for the estimated amount of its ultimate settlement and its estimated loss adjustment expenses.
Like other insurers, we will establish case reserves based upon the amount of claims reported and may subsequently
supplement or reduce the reserves as our claims department deems necessary.

IBNR reserves We will also estimate and establish reserves for loss amounts incurred but not yet reported, including
expected development of reported claims. These IBNR reserves will include estimated loss adjustment expenses. We
will calculate IBNR reserves by using generally accepted actuarial techniques. We will utilize actuarial methodologies
that rely on historical losses and loss adjustment expenses, statistical models, projection techniques as well as our
pricing analyses. We will revise these reserves for losses and loss adjustment expenses as additional information
becomes available and as claims are reported and paid.
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Loss reserves represent our best estimate, at a given point in time, of the ultimate settlement and administration cost of
claims incurred. We will use statistical and actuarial methods to estimate our ultimate expected losses and loss
adjustment expenses. Since the process of estimating loss reserves requires significant judgment due to a number of
variables, such as fluctuations in inflation, judicial trends, legislative changes and changes in claims handling
procedures, our ultimate liability may exceed or be less than these estimates. Our actuaries will utilize several
methodologies to project losses and corresponding reserves. Based upon these methods, our actuaries will determine a
best estimate of the loss reserves.

Since our accounts are new, our actuaries will utilize available loss development statistics from the brokers and
primary insurance companies with whom we do business as a basis for conducting these types of projections.

In addition, we analyze a significant amount of insurance industry information with respect to the pricing environment
and loss settlement patterns. In combination with our individual pricing analyses, we use this industry information to
guide our loss and loss expense estimates. We regularly review these estimates, and we reflect adjustments, if any, in
earnings in the periods in which they are determined. We expect that we will, from time to time, engage independent

external actuarial specialists to review specific pricing and reserving methods and results.

Because, currently, we derive substantially all of our business from the Quota Share Agreement with All, our reserves
are based largely on the reserves established by AmTrust. We believe that AmTrust utilizes
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appropriate reserving techniques to establish reserves in each of its business segments. In its small business workers
compensation and specialty middle-market property and casualty segments, AmTrust establishes case reserves, IBNR
reserves for loss and defense and containment cost expenses ( DCC expenses ) and an adjusting and other reserve ( AO
reserve ). A case reserve is established for each reported claim at the time it is reported. It is based on the estimate of
the most likely outcome of the claim at that time. The estimate covers anticipated medical costs, indemnity costs and
DCC expenses.

The IBNR reserve is an aggregate reserve for losses and DCC expenses which have been incurred but have not yet
been reported to the insurance company and development on case reserves. The IBNR reserves are developed through
application of appropriate actuarial methods. AmTrust utilizes a combination of its historical cumulative incurred
losses and industry data to establish loss development factors. AmTrust ultimately establishes its IBNR reserves by
utilizing judgment and consideration of its consulting actuary s application of AmTrust and industry loss development
factors, and underwriting, claims handling and operational factors.

To establish AO reserves, AmTrust reviews past adjustment expenses in relation to past claims and estimates future
costs based on expected claims activity and duration.

In AmTrust s extended warranty and specialty risk segment, claims are usually paid quickly, and, generally, case
reserves are not established. Because development on known claims is negligible and the reporting lag for claims in
this segment is generally small, IBNR reserves are not significant relative to paid claims. However, there is generally

more uncertainty in the unearned premium reserve, which, in this segment, is an estimate of AmTrust s liability for
future losses emanating from the unearned portion of premium for coverage of extended warranty contracts. The
unearned premium reserve is calculated by analyzing each extended warranty coverage plan separately, subdivided by
contract year, type of product and length of contract, ranging from one month to five years. The primary actuarial
methodology used to project future losses for the unexpired terms of contracts is to project the future number of
claims, then multiply them by the average claims cost.
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Underwriting

We employ a disciplined approach to underwriting and risk management that relies heavily upon the collective
underwriting expertise of our management and staff, as well as upon our underwriting process management approach.
This expertise is guided by the following underwriting principles:

We plan to accept only those risks that we believe will earn a level of profit commensurate with the risk they present;
We intend to perform independent pricing or risk review of insurance risks;
We will seek to accept only those risks which have demonstrated track records of profitable performance or else
present limited downside potential; and
We plan to consistently use peer review in our underwriting acceptance process.
We currently have a small underwriting department consisting of two persons. See Management.

Our underwriting process for all new programs, treaties or risk-sharing arrangements will consider the appropriateness
of insuring the client by evaluating the quality of its management, its risk management strategy and its track record. In
addition, we plan to require each program, treaty or risk-sharing arrangement to include significant information on the
nature of the perils to be included and detailed aggregate information as to the location or locations of the risks
covered. We plan to obtain available information on the client s loss history for the perils being insured or reinsured,
together with relevant underwriting considerations.

In addition, our underwriters plan to use a variety of means, including specific contract terms, to manage our exposure
to loss. Our underwriters plan to also use appropriate contract exclusions, terms and conditions to further eliminate

particular risks or exposures that they deem to be significant.

In conjunction with testing each proposed issuance against our underwriting criteria, we plan to evaluate the proposal
in terms of its risk/reward profile to assess the adequacy of the proposed pricing and its potential
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impact on our overall return on capital as well as our corporate risk objectives. We plan to regularly review and revise
our profitability guidelines to reflect changes in market conditions, interest rates, capital structure and
market-expected returns.

We plan to hire an actuary as well as rely on outside consultants as necessary. The actuarial and underwriting
estimates that we make in our underwriting and pricing analyses will be explicitly tracked by program and treaty on an
ongoing basis through our underwriting audit and actuarial reserving processes. We will require significant amounts
of data from our clients and intend only to accept business for which the data provided to us is sufficient for us to
make an appropriate analysis. We may supplement the data provided to us by our clients with information from the
Insurance Services Offices, the National Council on Compensation Insurance, the Reinsurance Association of
America and other ratemaking associations.

We will control overall risk from natural catastrophes in the aggregate and exposures from any one client. To monitor
the catastrophe and accumulation risk of our business, we may subscribe to and utilize natural catastrophe-modeling
tools.

Ceded Reinsurance

Reinsurers may purchase reinsurance, which is referred to as retrocessional reinsurance, to cover their own risk
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exposure or to increase their capacity. We have considered whether or not to obtain retrocessional coverage with
respect to the reinsurance we assume from All and have decided not to obtain such coverage at this time because the
Quota Share Agreement with AII excludes any risk on which AmTrust s net retention exceeds $5 million and because
we intend to write most of our reinsurance business such that our gross exposure to any single claim is limited. In the
future, we may purchase retrocessional reinsurance to manage our net exposures and to increase our capacity.

Retrocessional reinsurance will not relieve us of our obligations to our insureds. We must pay these obligations
without the benefit of reinsurance to the extent our reinsurers do not pay us. We will evaluate and monitor the
financial condition of our reinsurers and monitor concentrations of credit risk. We will also seek to purchase
reinsurance from entities rated A- or better by A.M. Best, and we intend to regularly monitor its collectibility, making
balance sheet provisions for amounts we consider potentially uncollectible and requesting collateral where necessary.

We will monitor and limit our exposure through a combination of aggregate limits, underwriting guidelines and
reinsurance. We will also periodically reevaluate the probable maximum loss for the exposures by using third-parties
software and modeling techniques, and we will seek to limit the probable maximum loss to a pre-determined

percentage of our total shareholders equity.

AmTrust s Third-Party Reinsurance

Under the Quota Share Agreement with All, we reinsure 40% of the covered business written by AmTrust, net of any
reinsurance maintained by AmTrust with unaffiliated reinsurers. Accordingly, Maiden Insurance receives 40% of
AmTrust s premiums net of premiums ceded to unaffiliated reinsurers, and, in the case of IGI, net of commissions paid
to producers, and is liable for 40% of losses and loss adjustment expenses net of any reinsurance recoverable (whether
collectible or not) from unaffiliated reinsurers. The discussion below describes AmTrust s current reinsurance with
unaffiliated reinsures. We are not able to control the types or amounts of reinsurance that AmTrust purchases from
unaffiliated reinsurers. Any changes that AmTrust makes to such reinsurance may affect our profitability and our
capacity to write additional business.

AmTrust s insurance subsidiaries cede portions of their insurance risk to limit their maximum loss as a result of a
single occurrence. The cost and limits of the reinsurance coverage AmTrust purchases vary from year to year based
upon the availability of quality reinsurance at an acceptable price and AmTrust s desired level of retention. Retention

refers to the amount of risk that AmTrust retains for its own account. AmTrust has obtained excess of loss reinsurance
for its small business workers compensation coverage and the workers compensation portion of its specialty
middle-market property and casualty business segment. AmTrust has obtained variable quota share reinsurance for its
European Union specialty risk and extended warranty insurance exposures. It has also obtained reinsurance to cover
the property portion of the business in this segment,
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which represents a small portion of the segment (less than $1 million of premium in 2007). AmTrust does not plan to
reinsure the general liability and auto liability portions of the business in this segment.

Third-Party Workers Compensation Reinsurance

AmTrust purchases excess of loss reinsurance for its workers compensation business, which includes workers
compensation that is attributable to both the small business workers compensation segment as well as the specialty
middle-market segment. AmTrust s excess of loss reinsurance is written in layers, in which the reinsurers accept a
band of coverage up to a specified amount. In return for this coverage, AmTrust pays its reinsurers a percentage of its

net or gross earned insurance premiums subject to certain minimum reinsurance premium requirements. Different
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layers in AmTrust s excess of loss reinsurance program are scheduled to renew at different times during the year.
Currently, AmTrust s retention for workers compensation claims other than those arising out of acts of terrorism is
$1.0 million per occurrence, subject to an annual aggregate deductible of $1.25 million.

The following description of AmTrust s third-party reinsurance protection covers the period through December 31,
2008. Some layers of this reinsurance include so-called sunset clauses which limit reinsurance coverage to claims
reported within eight years or, in some cases, ten years, of the inception of a 12-month contract period and may also
include commutation clauses which permit reinsurers to terminate their obligations by making a final payment to
AmTrust based on an estimate of their remaining liabilities, which may ultimately prove to be inadequate. In addition
to insuring employers for their statutory workers compensation liabilities, AmTrust s workers compensation policies
provide insurance for the employers tort liability (if any) for bodily injury or disease sustained by employees in the
course of their employment. Certain layers of AmTrust s workers compensation reinsurance exclude coverage for such
employers liability insurance or provide coverage for such insurance at lower limits than the applicable limits for
workers compensation insurance.

As of January 1, 2008, AmTrust retains the first $1.0 million per occurrence on workers compensation claims other
than those arising out of acts of terrorism. AmTrust cedes losses greater than $1.0 million for such claims. AmTrust s
reinsurance for such claims totals $129.0 million, structured as a five layer tower. The first three layers of this
reinsurance exclude coverage for AmTrust s participation in assigned risk pools.

The first layer of this reinsurance provides $9.0 million of coverage per occurrence in excess of AmTrust s $1.0

million retention. It has an annual aggregate deductible of $1.25 million and reinsures losses in excess of $1.0 million

up to $10.0 million. Pursuant to these deductible provisions, AmTrust must pay a total amount of $1.25 million in

workers compensation losses in excess of its $1.0 million retention before it is entitled to any reinsurance recovery.

As of January 1, 2008, Maiden Insurance has a 45% participation in this layer.

The second layer provides $10.0 million of coverage per occurrence in excess of $10.0 million. This layer reinsures

losses in excess of $10.0 million up to $20.0 million.

The third layer provides $30.0 million of coverage per occurrence for claims in excess of $20.0 million. This layer

provides coverage for losses in excess of $20.0 million up to $50.0 million. It has limits of $10.0 million per

individual. This means that if an individual is involved in a compensable claim, the maximum coverage provided

under this layer would not exceed $10.0 million for that individual. It has an aggregate limit of $60.0 million for the

entire 12-month contract period.

The fourth layer provides $30.0 million of coverage per occurrence for claims in excess of $50.0 million. It reinsures

losses in excess of $50.0 million up to $80.0 million. It has limits of $10.0 million per individual and an aggregate

limit of $60.0 million for the entire 12-month contract period.

The fifth layer provides $50.0 million of coverage per occurrence for claims in excess of $80.0 million. It reinsures

losses greater than $80.0 million up to $130.0 million. It has limits of $10.0 million per individual and an aggregate

limit of $100.0 million for the entire 12-month contract period.

Certain layers of AmTrust s reinsurance provide coverage for losses caused by terrorism. For terrorism losses in excess
of $20.0 million per occurrence, AmTrust has three layers of reinsurance, none of which
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provides coverage for nuclear, biological or chemical terrorism. This additional reinsurance is provided net of any
recovery that AmTrust receives from the federal government pursuant to the Terrorism Risk Insurance Act of 2002
( TRIA ), as modified by the Terrorism Risk Insurance Extension Act of 2005 ( TRIEA ) and the Terrorism Risk
Insurance Program Reauthorization Act of 2007 ( TRIPRA ).

The first layer of this additional reinsurance provides $30.0 million of coverage per occurrence for claims in excess of
$20.0 million. It reinsures terrorism losses in excess of $20.0 million up to $50.0 million and has an aggregate limit of
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$30.0 million for the entire 12-month contract period.

The second layer of this additional reinsurance provides $30.0 million of coverage per occurrence for claims in excess
of $50.0 million. This layer provides coverage for losses in excess of $50.0 million up to $80.0 million and has an
aggregate limit of $30.0 million for the entire 12-month contract period.

The third layer of this additional reinsurance provides $50.0 million of coverage per occurrence for claims in excess
of $80.0 million. It reinsures losses in excess of $80.0 million up to $130.0 million and has an aggregate limit of $50.0
million for the entire 12-month contract period.

TRIA, as extended and amended by TRIEA and TRIPRA, requires that commercial property and casualty insurance
companies offer coverage (with certain exceptions, such as with respect to commercial auto insurance) for certain acts
of terrorism and has established a federal assistance program through the end of 2014 to help such insurers cover
claims for terrorism-related losses. TRIA, as extended and amended by TRIEA and TRIPRA, covers certified acts of

terrorism, and the U.S. Secretary of the Treasury must declare the act to be a certified act of terrorism for it to be
covered under this federal program. In addition, no certified act of terrorism will be covered by the TRIA program, as
extended and amended by TRIEA and TRIPRA, unless the aggregate insurance industry losses from the act exceed
$100 million. Under the TRIA program, as extended and amended by TRIEA and TRIPRA, the federal government
covers 85% of the losses from covered certified acts of terrorism on commercial risks in the United States only, in
excess of a deductible amount. This deductible is calculated as a percentage of an affiliated insurance group s prior
year premiums on commercial lines policies (with certain exceptions, such as commercial auto insurance policies)
covering risks in the United States. This deductible amount is 20% of such premiums.

The Federal terrorism risk assistance provided by TRIA, TRIEA and TRIPRA will expire at the end of 2014.

Third-Party Specialty Risk and Extended Warranty Reinsurance

Since January 1, 2003, AmTrust has had variable quota share reinsurance with Munich Reinsurance Company
( Munich Re ) for AmTrust s specialty risk and extended warranty insurance, including mechanical breakdown and
accidental damage coverage. The scope of this reinsurance arrangement is broad enough to cover all of AmTrust s
specialty risk and extended warranty insurance worldwide. However, AmTrust does not currently cede to Munich Re
the majority of its U.S. specialty risk and extended warranty business, although it may cede more of this U.S. business
to Munich Re in the future. In 2007, AmTrust ceded approximately 1.65% of its total gross written premium to
Munich Re.

Under the variable quota share reinsurance arrangements with Munich Re, AmTrust may elect to cede from 15% to
50% of each covered risk, but Munich Re shall not reinsure more than £850,000 (or, based on an exchange rate of
1.9543 U.S. Dollars to 1.0 U.K. Pounds as of May 8, 2008, approximately $1.7 million) for each ceded risk which
AmTrust at acceptance regards as one individual risk. This means that regardless of the amount of insured losses

generated by any ceded risk, the maximum coverage for that ceded risk under this reinsurance arrangement is
£850,000 (or, based on an exchange rate of 1.9543 U.S. Dollars to 1.0 U.K. Pounds as of May 8, 2008, approximately
$1.7 million). For the majority of the business ceded under this reinsurance arrangement, AmTrust cedes 35% of the
risk to Munich Re, but for some newer or larger risks, AmTrust cedes a larger share to Munich Re. This reinsurance is
subject to a limit of £2.5 million (or, based on an exchange rate of 1.9543 U.S. Dollars to 1.0 U.K. Pounds as of May
8, 2008, approximately $4.9 million) per occurrence of certain natural perils such as windstorms, earthquakes, floods
and storm surge. Coverage for losses arising out of acts of terrorism is excluded from the scope of this reinsurance.
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Competition

The reinsurance industry is highly competitive. We compete with various reputable and established reinsurers, such as
QBE Insurance Group Limited, PartnerRe Ltd., Max Re Ltd., Munich Reinsurance America Inc. and General
Reinsurance Corporation. Many of these competitors have more, and in some cases substantially more, capital and
greater marketing and management resources than we expect to have, and may offer a broader range of products and
more competitive pricing than we expect to, or will be able to, offer. Because we have limited operating history, many
of our competitors also have greater name and brand recognition than we have. In particular, we compete with various
large and small reinsurers including large and multi-national reinsurers and Bermuda-based reinsurers.

Competition in the types of business that we underwrite is based on many factors, including:

reputation;
strength of client relationships;
perceived financial strength;
management s experience in the line of reinsurance to be written;
premiums charged and other terms and conditions offered;
services provided, products offered and scope of business, both by size and geographic location;
financial ratings assigned by independent rating agencies; and
speed of claims payment.

Increased competition could result in fewer applications for coverage, lower premium rates and less favorable policy
terms, which could adversely impact our growth and profitability. We are unable to predict the extent to which new,
proposed or potential initiatives may affect the demand for our products or the risks that may be available for us to
consider underwriting.

We plan to differentiate ourselves from other reinsurers primarily by leveraging the primary insurance company
expertise of our senior management to provide reinsurance solutions that are designed to respond to the needs of small
insurance companies, and to larger insurance companies seeking to effectively manage their capital and risk by
accessing our capabilities. By positioning ourselves in this manner and providing our unique product offerings, we
believe we can successfully differentiate ourselves from other reinsurers that we believe are focused primarily on
providing broad-based reinsurance solutions.

Because, initially, we expect to derive substantially all of our business from the Quota Share Agreement with AIl, we
are subject to the impact of competition on AmTrust in its business segments. There is significant competition in the
workers compensation insurance sector, which is based on many factors, including coverage availability, claims
management, safety services, payment terms, premium rates, policy terms, types of insurance offered, overall financial
strength, financial ratings assigned by independent rating organizations, such as A.M. Best, and reputation. Some of
the insurers with which AmTrust competes have significantly greater financial, marketing and management resources
and experience than AmTrust. AmTrust may also compete with new market entrants in the future. AmTrust s
competitors include other insurance companies, state insurance pools and self-insurance funds. More than 350
insurance companies participate in the workers compensation market. The insurance companies with which AmTrust
competes vary by state and by the industries we target.

We believe that AmTrust has competitive advantages, which include its underwriting and claims management
practices and systems and an A.M. Best rating of A- (Excellent). In addition, we believe that AmTrust s premium rates
are competitively priced and typically are lower than those for policyholders assigned to the state insurance pools,
making AmTrust a viable alternative for policyholders in those pools.

We believe that the specialty middle-market property and casualty sector and the specialty risk and extended warranty
sector are not as developed as most other insurance sectors (including workers compensation insurance). We believe
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that AmTrust is recognized for its expertise in these markets. Nonetheless,
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AmTrust faces significant competition, including several internationally well-known insurers that have significantly
greater financial, marketing and management resources. We believe that AmTrust has competitive advantages, which
include the ability to provide technical assistance to warranty providers, experienced underwriting, resourceful claims

management practices and good relations with many leading warranty administrators.

In its specialty middle-market and casualty segment, AmTrust faces competition from several large competitors which
have significantly greater financial, marketing and management resources. AmTrust does not compete for high
exposure or professional liability business and prefers to underwrite less volatile classes of business. The company
does maintain the requisite A.M. Best rating and financial size to compete favorably for target business.

Investments

Our investment guidelines specify minimum criteria on the overall credit quality, liquidity and risk-return
characteristics of our investment portfolio and include limitations on the size of particular holdings, as well as
restrictions on investments in different asset classes. We entered into an asset management agreement with a
subsidiary of AmTrust, who serves as our investment manager. See  Management s Discussion and Analysis of
Financial Condition and Results of Operations Critical Accounting Policies

with AmTrust and Certain Relationships and Related Transactions
Subsidiaries.

Investments, Business Relationships

Our Arrangements with AmTrust and Its
Our management monitors our overall investment returns, reviews compliance with our investment

guidelines and reports overall investment results to our board of directors on a quarterly basis.

Our investment strategy seeks to preserve principal and maintain liquidity while trying to maximize investment return
through a high quality, diversified portfolio. Investment decision making is guided mainly by the nature and timing of
our expected liability payouts, management s forecast of our cash flows and the possibility that we will have
unexpected cash demands, for example, to satisfy claims due to catastrophic losses. Our investment portfolio consists
mainly of highly rated and liquid fixed income securities.

Our investment guidelines require compliance with applicable local regulations and laws. Without the approval of our
board of directors, we will not purchase financial futures, forwards, options, swaps and other derivatives, except for
purposes of hedging capital market risks or replication transactions, which are defined as a set of derivative and
securities transactions that, when combined, produce the equivalent economic results of an investment that meets our
minimum criteria. The majority of our investment holdings are denominated in U.S. dollars.

The first priority of our investment strategy is preservation of capital, with a secondary focus on maximizing an
appropriate risk adjusted return. We expect to maintain sufficient liquidity from funds generated from operations to
meet our anticipated insurance obligations and operating and capital expenditure needs. The excess funds will be
invested in accordance with overall corporate investment guidelines. Our investment guidelines are designed to
maximize investment returns through a prudent distribution of cash and cash equivalents, fixed maturities and equity
positions. Cash and cash equivalents include cash on deposit, commercial paper, pooled short-term money market
funds and certificates of deposit with an original maturity of 90 days or less. Our fixed maturity securities will include
obligations of U.S. agencies, obligations of U.S. corporations and mortgage-backed securities, all of which we expect
to be agency-backed and AAA rated. Our investment portfolio contains no investments in sub-prime mortgages or
sub-prime mortgage securitizations.
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As of December 31, 2007, we had total investments of $490.4 million, not including cash and cash equivalents or

amounts loaned to All to collateralize our obligations under the Quota Share Agreement. As of December 31, 2007,

we held $35.7 million of total invested assets in cash and cash equivalents. As of December 31, 2007 we had loaned

funds on an unsecured basis in the amount of $113.5 million to AII This loan bears interest at a rate equal to
one-month LIBOR plus 90 basis points. See Certain Relationships and Related Transactions Our Arrangements with
AmTrust and Its Subsidiaries Loans and Other Collateral. The discussion and tables below do not include the loan to
All in our investments. We may invest a portion of our assets in equity securities in an effort to enhance our overall
return. The Company s investment portfolio is managed by AIIM.
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Our investment portfolio, including cash and cash equivalents, had a carrying value of $526.2 million as of December
31, 2007. The portfolio as of December 31, 2007 is summarized in the table below by type of investment.

Carrying Percentage of
Value Portfolio
(dollars in
thousands)
Fixed income securities:
Mortgage backed securities $ 205,023 389 %
Corporate bonds 269,766 51.3
$ 474,789 90.2 %
Other investments:
Hedge funds $ 15,480 297 %
Other 176 0.03
Total other investments 15,656 3.0
Total investments, excluding cash and cash equivalents 490,445 93.2
Cash and cash equivalents 35,729 6.8
$ 526,174 100 %

As of December 31, 2007, our fixed maturity portfolio had a carrying value of $474.8 million, which represented
90.2% of the carrying value of our investments, including cash and cash equivalents. The table below summarizes the
credit quality of our fixed maturity securities as of December 31, 2007 as rated by Standard and Poor s.

Percentage
. of Fixed
S & P Rating Maturity
Portfolio
Agency Mortgage Backed Securities) 432
AAA 0.5
AA- 21.1
A+ 19.8
A 5.8
A- 3.5
BBB+ 2.0
BB 4.1
Total 100 %
1 Agency-backed and AAA rated securities.
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The table below shows the composition of our fixed maturity securities by remaining time to maturity as of December

31, 2007.
Percentage
.. . . of Fixed
Remaining Time to Maturity Amount .
Maturity
Portfolio
(in
thousands)
Less than one year $ 19,779 42 %
One to five years 69,908 14.7
Five to ten years 180,079 37.9
Due after ten years
Mortgage backed securities(!) 205,023 432
Total $ 474,789 100 %
(D Agency-backed and AAA rated securities.
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The table below summarizes the average yield and duration by type of fixed maturity as of December 31, 2007.

Average Average
Fixed Income Investment Type veras Duration in
Yield
Years
Corporate bonds 6.4 % 5.2
Mortgage backed securities(!) 55 % 3.2
1 Agency-backed and AAA rated securities.

We plan to regularly evaluate our investment portfolio to identify other-than-temporary impairments in the fair values
of the securities held in our investment portfolio. We will consider various factors in determining whether a decline in
the fair value of a security is other-than-temporary, including:

how long and by how much the fair value of the security has been below its cost;

the financial condition and near-term prospects of the issuer of the security, including any specific events that may
affect its operations or earnings;

our intent and ability to keep the security for a sufficient time period for it to recover its value;

any downgrades of the security by a rating agency; and
any reduction or elimination of dividends, or nonpayment of scheduled interest payments.
As of December 31, 2007, there have been no other-than-temporary declines in the fair values of the securities held in
our investment portfolio.

As of December 31, 2007, we did not hold any fixed maturity securities with unrealized losses in excess of 20% of the
security s carrying value as of that date.

The tables below summarize the gross unrealized losses of our available-for-sale securities and other investments that
were in an unrealized loss position as of December 31, 2007:
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12 months or

Less than 12 months Total
more
Fair Unrealized Fair Unrealizddair Unrealized
Value Losses Valud.osses Value Losses
($ in thousands)
Other investments $ $ $
Available-for-sale securities:
Mortgage-backed securities
Corporate fixed maturities 249,233  (15,081) 249,233  (15,081)
Total temporarily impaired securities
available-for- $249,233 $(15,081) 249,233 (15,081)

sale securities and other investments

Ratings

Ratings by independent agencies are an important factor in establishing the competitive position of reinsurance

companies and will be important to our ability to market and sell our products. Rating organizations continually

review the financial positions of insurers. A.M. Best is one of the most important rating agencies for reinsurance
companies. A.M. Best maintains a letter scale rating system ranging from A++ (Superior)to F (In Liquidation). In
evaluating a company s financial strength, A.M. Best reviews the company s profitability, leverage and liquidity, as

well as its book of business, the adequacy and soundness of its reinsurance, the quality and estimated market value of
its assets, the adequacy of its loss and loss expense reserves, the adequacy of its surplus, its capital structure, the
experience and competence of its management and its market presence.
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The objective of A.M. Best s ratings system is to provide an opinion of an insurer s or reinsurer s financial strength and
ability to meet ongoing obligations to its policyholders. These ratings will reflect our ability to pay policyholder
claims and are not a recommendation to buy, sell or hold our shares. These ratings are subject to periodic review by,
and may be revised or revoked at the sole discretion of A.M. Best.

Maiden Insurance has received a financial strength rating of A- (Excellent) from A.M. Best, which is the fourth
highest of sixteen rating levels.

The maintenance of the assigned rating depends upon Maiden Insurance operating substantially as our management
has represented to A.M. Best. Maiden Insurance s rating will be subject to periodic review by, and may be revised

downward or revoked at the sole discretion of, A.M. Best. A.M. Best formally evaluates its financial strength ratings

of insurance companies at least once every twelve months and monitors the performance of rated companies

throughout the year. If A.M. Best subsequently downgrades its rating, our competitive position would suffer, and our
ability to market our products, to obtain customers and to compete in the reinsurance industry would be adversely

affected. A subsequent downgrade, therefore, could result in a substantial loss of business as our insurance company

clients may move to other reinsurers with higher claims paying and financial strength ratings.

Employees and Administration

Based upon our business strategy, we conduct our business with a relatively small staff of full-time employees. As of
April 23, 2008, we employed six employees, five of whom were full-time.

We manage our reinsurance business and various corporate functions from Bermuda. Our personnel includes our
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President and Chief Executive Officer (who will not devote all of his time to our company initially), our Chief
Financial Officer, our Chief Operating Officer and General Counsel, and the two Senior Vice
Presidents Underwriting of Maiden Insurance. We are in the process of hiring additional personnel to our corporate
and reinsurance financial and actuarial staff in Bermuda. At the end of our first year of operations, we expect to have
six to ten full-time employees in our Bermuda office performing these functions, and we expect that the number of
employees in Bermuda will grow as necessary to support our operations.

Our Organization

Maiden Holdings was originally incorporated in May 2007 under Cayman Islands law. We have since changed our
jurisdiction of organization to Bermuda by discontinuing from the Cayman Islands, continuing into Bermuda as a
Bermuda exempted company and amalgamating with a new Bermuda company to form Maiden Holdings, Ltd. Our
reinsurance subsidiary, Maiden Insurance, was incorporated on June 29, 2007 and was licensed as a Class 3 Bermuda
insurer on July 6, 2007. Maiden Insurance commenced writing business effective as of July 1, 2007.

Properties

We have executed a lease for facilities in Bermuda requiring a monthly payment of $12,000. The initial term of this
lease expires on July 31, 2009 with an option to extend the term of the lease for an additional year at the then market
rate rent.

We have also made an arrangement in December 2007 to lease further space in Bermuda commencing January 1,
2008 (but we have not yet executed a related lease agreement). The initial term of this agreement expires on December
31, 2010 with two options of three years at the then market rent. We believe that these facilities are sufficient for our
current purposes.
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Future minimum lease payments as of December 31, 2007 under non-cancellable operating leases for each of the next
five years are approximately as follows:

December

31, 2007
2008 $ 360
2009 300
2010 216
2011
2012 and thereafter

$ 876

We executed two further leases in Bermuda in January 2008. Together these leases require monthly payments of
$11,000. These leases expire on January 31, 2009, with no option to renew.

Legal Proceedings

We are not a party to any pending or threatened material litigation and are not currently aware of any pending or
threatened material litigation. In the normal course of business, we may become involved in various claims and legal
proceedings.
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INDUSTRY BACKGROUND

Overview

The property and casualty industry historically has been cyclical. When excess underwriting capacity exists, increased
competition generally results in lower pricing and less favorable policy terms and conditions for insurers and
reinsurers. As underwriting capacity contracts, pricing and policy terms and conditions generally become more
favorable for insurers and reinsurers. In the past, underwriting capacity has been impacted by several factors,
including catastrophes, industry losses, recognition of reserve deficiencies, changes in the law and regulatory
environments, investment returns and the ratings and financial strength of competitors.

According to A.M. Best, the aggregate combined ratio for the property and casualty industry was 92% in 2006  the
lowest combined ratio that the industry has experienced since 1993. This underwriting profit is partly due to the
absence of major catastrophes in the United States in 2006. The combination of the low level of catastrophes in the
U.S., capital raised by insurance and reinsurance companies and significant underwriting profits in 2006 could
potentially impact the general pricing environment going forward.

Industry Overview

Workers Compensation Insurance

Workers compensation is a statutory system under which an employer is required to pay for its employees medical,
disability and vocational rehabilitation and death benefit costs for work-related injuries or illnesses. While some
employers elect to self-insure workers compensation risks, most employers purchase workers compensation insurance.
The principal concept underlying workers compensation laws is that employees injured in the course and scope of
their employment have only the legal remedies available under workers compensation laws and do not have any other
recourse against their employer. An employer s obligation to pay workers compensation does not depend on any
negligence or wrongdoing on the part of the employer and exists even for injuries that result from the negligence or
fault of another person, a co-employee or, in most instances, the injured employee. Workers compensation laws vary
by state.

Workers compensation insurance policies generally provide that the insurance carrier will pay all benefits that the
insured employer may become obligated to pay under applicable workers compensation laws. Each state has a
regulatory and adjudicatory system that quantifies the level of wage replacement to be paid, determines the level of
medical care required to be provided and the cost of permanent impairment and specifies the options in selecting
medical providers available to the injured employee or the employer. These state laws generally require two types of
benefits for injured employees: (i) medical benefits, which include expenses related to diagnosis and treatment of the
injury, as well as any required rehabilitation, and (ii) indemnity payments, which consist of temporary wage
replacement, permanent disability payments and death benefits to surviving family members. To fulfill these
mandated financial obligations, virtually all employers purchase workers compensation insurance or, if permitted by
state law, self-insure. Employers may purchase workers compensation insurance from a private insurance carrier, a
state-sanctioned assigned risk pool or a self-insurance fund, which is an entity that allows employers to obtain workers
compensation coverage on a pooled basis, typically subjecting each employer to joint and several liability for the
entire fund.
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We believe the challenges faced by the workers compensation industry over the past decade have created significant
opportunity for workers compensation insurers to increase the amount of business that they write. According to the
National Council on Compensation Insurance, workers compensation insurance industry calendar year combined

ratios, which had reached 122% in 2001, declined to 96.5% in 2006 as a result of premium rate increases and declines
in claim frequency. As a result of the opportunity arising from these trends, the workers compensation market recently
has become more competitive and price competition is increasing.

Recently, as a result of reforms to the workers compensation system and for other reasons, some states have been
requiring reductions in workers compensation insurance rates. For example, Florida s Office of Insurance Regulation
approved an overall 13.5% average decrease in premium rates for all workers compensation insurance policies written
by Florida licensed insurers in 2006 and a further overall average rate decrease of 18.4% effective January 1, 2008,
while the New York Insurance Department approved an overall average 20.5% decrease in workers compensation
premium rates effective October 1, 2007. In addition, in
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February 2008, New York enacted legislation which will require workers compensation insurers to establish
premiums based on loss cost multipliers instead of a mandated rate.

Specialty Risk and Extended Warranty

Extended warranty and accidental damage plans offered by manufacturers, service providers, retailers and third-party
administrators provide coverage to purchasers of the subject consumer or commercial goods or other property against
mechanical failure, accidental damage and other specified risks. These plans supplement basic manufacturer s
warranties by providing coverage for a defined time period after the expiration of the basic warranty, additional types
of losses, or both. In some instances, the manufacturer, service provider or retailer offers its extended warranty or
accidental damage plans directly to its customers. In others, the manufacturer, service provider or retailer partners
with a third-party administrator which offers the plans to users of the covered goods.

A plan may consist of a service contract setting forth the terms of the extended warranty, accidental damage or other
coverage, issued by the plan provider (the manufacturer, service provider, retailer or third-party administrator) or an
insurance policy or insurance certificate issued by the plan provider on behalf of an insurer (often at the point of sale
of the covered product). In the former case, the plan provider often seeks to mitigate its risk of loss through the
purchase of contractual liability insurance. In a typical plan, the plan provider or insurer assumes the risk of
mechanical failure, accidental damage or other covered losses in exchange for the payment of a fee or premium. If the
plan provider is not an insurer, the plan provider typically remits part of the service contract fee to the contractual
liability insurer as premium.

Specialty Middle-Market Property and Casualty

The specialty middle-market property and casualty market generally covers relatively homogeneous, narrowly defined
segments of primary commercial property and casualty insurance, which requires in-depth knowledge of the industry
segment and underwriting expertise. Underwriting often entails customized coverage, loss control and claims services
as well as risk sharing mechanisms. Competition in this segment is based primarily on client service, availability of
insurance capacity, specialized policy forms, efficient claims handling and other value-based considerations, rather
than price. In some instances, initial underwriting and claims functions are outsourced to specialized general agents
and third-party administrators.
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Agents or insureds typically participate in underwriting results, through a variety of structures, such as captive
insurance, risk retention groups and profit-based commissions, which are designed to provide greater stability in
premium costs and control over insurance expenses for the insurance companies writing this risk.

The Bermuda Insurance Market

According to Conning Research, over the past 15 years, Bermuda has become one of the world s leading insurance and
reinsurance markets. Bermuda provides a favorable tax environment and its regulatory regime affords significant

flexibility to those companies that meet specified solvency and liquidity requirements. A Bermuda domicile creates an

attractive platform for insurance and reinsurance companies and permits these companies to commence operations
quickly, to respond rapidly to changes in market conditions and to expand as business warrants. Additionally, a
Bermuda underwriting location provides us with a particular advantage in underwriting because reinsurers are free of
many U.S. regulations and there are no limitations upon the use of coverage restrictions. Accordingly, our
underwriters can use appropriate exclusions, terms and conditions to eliminate particular risks or exposures that are
deemed to be significant.

According to the Bermuda Insurance Quarterly dated April 2007, Bermuda s position in the insurance and reinsurance
markets solidified after the events of September 11, 2001 and the 2005 hurricane season. According to Conning
Research, nearly $25 billion of new capital was raised globally by insurance and reinsurance companies from
Hurricane Katrina through July 31, 2006, and Benfield, a major reinsurance broker, indicates that $18 billion, or 75%,
was invested in the insurance and reinsurance sector in Bermuda. A significant portion of the capital invested in
Bermuda was used to fund Bermuda-based start-up insurance and reinsurance companies, not just existing reinsurers.

Most Bermuda-domiciled insurance and reinsurance companies have pursued business diversification and

international expansion. Many of these companies, which were established as mono-line specialist underwriters, have
since diversified their operations, either across property and liability lines, into new international
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markets, or through a combination of both of these methods to achieve long-term growth and better risk exposure.
Bermuda is now recognized as one of the leading insurance and reinsurance markets, currently serving as the
headquarters for an increasing number of global insurance and reinsurance companies.

Some of the factors that have made Bermuda the venue of choice for us and other new property and casualty
companies over the last several years include:

a favorable regulatory and tax environment, which affords significant flexibility to companies meeting certain
solvency and liquidity requirements;
recognition as a highly reputable business center that provides excellent professional and other business services;
a well-developed insurance industry with a strong network of brokers;
a well-developed captive insurance industry;
ease of access to global insurance and reinsurance markets; and
political and economic stability.
One effect of the considerable expansion of the Bermuda insurance market is a growing demand for the limited
number of trained underwriting and professional staff in Bermuda. Many companies have addressed this issue by
importing appropriately trained employees into Bermuda. The increasing constraints in this area may create
difficulties for new companies such as ours seeking to enter the Bermuda insurance market.
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MARKET PRICE OF OUR COMMON SHARES AND
DIVIDEND INFORMATION

Our common shares have been listed on the Nasdaq Capital Market under the symbol MHLD since May 6, 2008. The
following table sets forth, for the period indicated, the high and low sales prices for our common shares:

Common Shares

High Low
2008

From May 6 through May 9, 2008 $ 10.00 $ 750
The closing price of our common shares on the Nasdaq Capital Market on May 9, 2008 was $7.74 per share.

As of April 15, 2008, we had 59,550,000 common shares issued and outstanding, which were held by four holders of
record, our Founding Shareholders and Cede & Co. Cede & Co. holds shares on behalf of The Depository Trust
Company, which itself holds shares on behalf of at least 332 beneficial owners of our common shares as of April 15,
2008.

Our board of directors currently intends to authorize the payment of a cash dividend of $0.025 per common share each

quarter. Quarterly dividend payments have been made on October 15, 2007, January 15, 2008 and April 15, 2008 and

our board of directors has approved a dividend of $0.025 per common share payable on July 15, 2008 to shareholders
of record on July 1, 2008. Any determination to pay dividends will be at the discretion of our board of directors and

will be dependent upon our results of operations and cash flows, our financial position and capital requirements,
general business conditions, legal, tax, regulatory, rating agency and any contractual restrictions on the payment of
dividends and any other factors our board of directors deems relevant, including Bermuda legal and regulatory
constraints.

Maiden Holdings is a holding company and has no direct operations. The ability of Maiden Holdings to pay dividends
or distributions will depend almost exclusively on the ability of its subsidiaries to pay dividends to Maiden Holdings,
and will be subject to regulatory, contractual, rating agencies and other constraints. Under Bermuda law, Maiden
Insurance may not declare or pay a dividend if there are reasonable grounds for believing that it is, or would after the
payment be, unable to pay its liabilities as they become due, or the realizable value of its assets would thereby be less
than the aggregate of its liabilities and its issued share capital and share premium accounts. Further, Maiden
Insurance, as a regulated insurance company in Bermuda, is subject to additional regulatory restrictions on the
payment of dividends or other distributions. Also, Maiden Insurance is required to provide adequate security for its
reinsurance obligations under the reinsurance agreements to which it is a party. Maiden Insurance may enter into
contractual arrangements (for example, a credit facility or an indenture governing debt securities) that may restrict its
ability to pay dividends. For a further description of the restrictions on the ability of our subsidiary to pay dividends,
see Regulation  Regulation of Maiden Insurance Minimum Solvency Margin and Restrictions on Dividends and

Distributions. Currently, Maiden Insurance is able to pay us dividends in an amount in excess of $70 million.

SHARE PERFORMANCE CHART

The requirement to include a share performance chart is not applicable this year as we first became a public company
on May 6, 2008.
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CHANGES IN ACCOUNTANTS

On May 12, 2008 (the dismissal date ), we dismissed PricewaterhouseCoopers, the independent registered public
accounting firm that audited our financial statements for the period from May 31, 2007 (the date of our incorporation)
through December 31, 2007 (the reporting period ), as our independent registered public accounting firm. Our Audit
Committee participated in and approved the decision to change our independent registered public accounting firm.

PricewaterhouseCoopers s report on our financial statements for the reporting period did not contain an adverse
opinion or disclaimer and was not qualified or modified as to uncertainty, audit scope, or accounting principles.
During the reporting period and up to the dismissal date, there were no disagreements with PricewaterhouseCoopers
on any matter of accounting principles or practices, financial statement disclosure, or auditing scope or procedure,
which disagreements if not resolved to the satisfaction of PricewaterhouseCoopers would have caused them to make
reference thereto in their report of the financial statements for such reporting period.

In addition, during the reporting period and up to the dismissal date, there have been no reportable events (as defined
in Item 304(a)(1)(v) of the SEC s Regulation S-K), except that the following deficiencies which aggregate to a material
weakness in internal control over financial reporting (the reportable event ) were identified:

Failure to give appropriate consideration to U.S. GAAP accounting rules or to have documentation of the basis for our
opinion and conclusion regarding the application of U.S. GAAP;
Lack of an independent preparer and reviewer for various accounting tasks, including the preparation of the financial
statements and disclosures; and
Lack of formality regarding certain controls surrounding the control environment.
Our Audit Committee had discussed the reportable event with PricewaterhouseCoopers.

We have authorized PricewaterhouseCoopers to respond fully to the inquiries of the successor accountant, BDO
Seidman, LLP, concerning the subject matter of the reportable event.

We have requested that PricewaterhouseCoopers furnish us with a letter addressed to the SEC stating whether or not it
agrees with the above statements. We expect to file a copy of such letter as an exhibit to our Form 8-K that will be
filed to report the change in our independent registered public accounting firm.

We engaged BDO Seidman, LLP on May 12, 2008 as our new independent registered public accounting firm. From
the date of our incorporation and through to May 12, 2008, we have not consulted with BDO Seidman, LLP on any
matters described in Item 304(a)(2)(1) or Item 304(a)(2)(ii) of Regulation S-K.
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SELECTED HISTORICAL CONSOLIDATED FINANCIAL
INFORMATION

The following table sets forth our selected historical consolidated financial information as of December 31, 2007 and
for the period from May 31, 2007 to December 31, 2007. The historical results are not necessarily indicative of results
to be expected in any future period. This financial information is derived from our audited consolidated financial
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statements included elsewhere in this Annual Report. You should read the following selected historical financial
information in conjunction with the information contained in this Annual Report, including Management s Discussion
and Analysis of Financial Condition and Results of Operations and our financial statements and related notes included
elsewhere in this Annual Report. Many factors may cause our future results to differ materially from the financial
information and results presented below, including those factors discussed in Information Regarding
Forward-Looking Statements.

As of December 31,
2007 and for the
period

from May 31, 2007
to December 31,
2007

(in thousands, except
share and per share

data)
Selected Statement of Income Data
Net premium written $ 247,353
Change in unearned premium (137,166 )
Net earned premium 110,187
Net investment income 15,233
Net realized gain on investments 170
Total revenues 125,590
Loss and loss adjustment expense 65,017
Commission and other acquisition expenses 35,525
Salaries and benefits 1,016
Other general and administrative expenses 1,945
Total expenses 103,503
Net income 22,087
Per Share Data
Basic and diluted earnings per common share 0.44
Basic and diluted weighted average shares outstanding 50,759,772
Dividends declared per common share $ 0.025
Book value per common share()) $9.02
Selected Balance Sheet Data
Total investments $ 490,445
Cash and cash equivalents 35,729
Accrued investment income 3,204
Reinsurance balances receivable, net 27,990
Loan to related party 113,542
Deferred commission and other acquisition costs 44215
Other assets 483
Total Assets 715,608
Loss and loss adjustment expense reserves 38,508
Unearned premiums 137,166
Accrued expenses and other liabilities 2,589
Total liabilities 178,263
Total shareholders equity 537,345

€ Total shareholders equity divided by 59,550,000 total shares outstanding as of December 31, 2007.

SELECTED HISTORICAL CONSOLIDATED FINANCIAL INFORMATION
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SUPPLEMENTARY FINANCIAL INFORMATION
The following is a summary of the unaudited quarterly financial data for 2007 covering the period from the
incorporation of the Company on May 31, 2007 to December 31, 2007:
Period
from Quarter Quarter
May 31, Ended Ended
2007 to September  December
June 30, 30,2007 31, 2007
2007
(in thousands (000 s), except per
share data)
Net earned premiums ) $ 62,966 $ 47,221
Net investment income 59 7,503 7,671
Net realized gain on investments 87 83
Income .before ext.raordinary items and cumulative effect of a 77 ) 11,340 10,284
change in accounting
Net income 77 ) 11,340 10,284
Basic and diluted earnings per common share $(0.02) $0.20 $0.18
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MANAGEMENT S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

Overview

We are a Bermuda holding company organized to provide reinsurance business solutions to the property and casualty
industry through Maiden Insurance, our reinsurance company subsidiary incorporated and licensed as a Class 3
insurer in Bermuda. Our solutions include quota share reinsurance as well as excess of loss reinsurance.

We offer our products to AmTrust and its subsidiaries as well as to small specialty property and casualty insurance
companies located in the United States and Europe that are seeking to efficiently manage their capital. We may also
reinsure other reinsurers of U.S. and European specialty property and casualty insurance business that have similar
objectives. We also plan to conduct business with managing general agents in the United States and Europe that
manage programs that fit our expertise in specialty insurance as well as Lloyd s syndicates and program administrators.

We entered into the Quota Share Agreement with AmTrust s Bermuda reinsurance subsidiary, AIl, which provides
quota share reinsurance to AmTrust s insurance company subsidiaries. We also entered into a master agreement with
AmTrust pursuant to which we will cause Maiden Insurance, and AmTrust will cause its insurance company
subsidiaries, through All, to reinsure 40% of all business (net of reinsurance with unaffiliated reinsurers) of the types

MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPBBATION



Edgar Filing: Maiden Holdings, Ltd. - Form ARS

written by the insurance subsidiaries at the time we signed the Quota Share Agreement, and Maiden Insurance will
have an option to reinsure any new types of business that they may write. Effective as of July 1, 2007, we reinsure
40% of all business (net of reinsurance with unaffiliated reinsurers) written by AmTrust s insurance company
subsidiaries that is subject to the Quota Share Agreement. In addition, we also assumed through All, effective as of
July 1, 2007, 40% of the unearned premium reserve of AmTrust s insurance subsidiaries (and the corresponding loss
exposure). The Quota Share Agreement has an initial term of three years and will be extended for further terms of
three years unless either party elects not to renew.

We have begun to see increased flow of submission of reinsurance opportunities. We have adopted a disciplined
underwriting posture and thoroughly review all reinsurance opportunities before determining whether to participate.
As of January 1, 2008, we entered into four reinsurance agreements for business other than the Quota Share

Agreement. These include:

a 45% participation in the $9 million in excess of $1 million layer of AmTrust s workers compensation excess of loss

program;
a 35% quota share in a general liability senior housing program;
a 50% participation in a $4 million in excess of $1 million specialty transportation program; and
an 18.5% quota share participation in a specialty general liability line.
See Business Other Business.

We also entered into an asset management agreement with AIIM, a subsidiary of AmTrust, having an initial term of
one year which will extend for further terms of one year unless either party elects not to renew. Under the asset

management agreement, we may also invest a portion of our assets in hedge funds managed by affiliates of AmTrust.
We recorded approximately $911,000 of investment management fees in 2007 subsequent to entering into the

agreement. As of December 31, 2007, we had no investments invested in hedge funds managed by AmTrust. We also

entered into a reinsurance brokerage agreement with a subsidiary of AmTrust pursuant to which we receive

reinsurance brokerage services in exchange for a fee of 1.25% of all premiums we reinsure from AmTrust. We

recorded approximately $1.4 million of reinsurance brokerage expense in 2007 subsequent to the effective date of the

agreement. In 2008, we have also entered into brokerage services agreements with AmTrust subsidiaries in the United

States and the United Kingdom.

Our relationship with AmTrust and its subsidiaries, including the agreements we have entered into with such

companies, is described under Business Relationships with AmTrust and Certain Relationships and Related
Transactions Our Arrangements with AmTrust and Its Subsidiaries in this Annual Report.
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Principal Revenue and Expense Items

Revenues

We derive our revenue from net premiums earned, ceding commission revenues, net investment income and net
realized gains and losses on investments.

Premiums. Premiums written in Maiden Insurance consist of premiums assumed under the Quota Share Agreement
with AIl and premiums assumed from other insurance and reinsurance companies. Such premiums written are earned
over the term of the underlying policies, typically twelve months. For the period from inception to December 31,
2007, net premium written was $247.4 million and net premium earned was $110.2 million, virtually all of which
resulted from premiums assumed under the Quota Share Agreement with All effective July 1, 2007.
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Premiums written include all premiums received by an insurance company during a specified accounting period, even
if the policy provides coverage beyond the end of the period. Premiums are earned over the term of the related
policies. At the end of each accounting period, the portion of the premiums that are not yet earned are included in the
unearned premium reserve and are realized as revenue in subsequent periods over the remaining term of the policy.
Thus, for example, for a one-year policy that is written on July 1, 2007, one-half of the premiums would be earned in
2007 and the other half would be earned in 2008. Workers compensation policies are typically written for a one-year
term. Other kinds of insurance, including extended warranty coverage, can have multi-year terms.

Net premiums earned are the earned portion of our net premiums written. Net premiums written are gross premiums
written less premiums ceded to reinsurers in connection with reinsurance agreements. Our gross premiums (written
and earned) represent the assumed premiums from our reinsurance agreements. Reinsurers often cede a portion of
their business to other reinsurers. A reinsurer that places business with another reinsurer is a retrocedent. A reinsurer
which reinsures business retroceded to it by a retrocedent is a retrocessionaire. We do not expect to retrocede a
significant portion of our gross premiums at least initially.

Under the Quota Share Agreement with AmTrust, Maiden Insurance assumes from AIl 40% of all premiums (net of
premiums ceded to unaffiliated reinsurers) on specified types of insurance written by AmTrust s insurance company
subsidiaries. These types of insurance were all of the insurance written by AmTrust s insurance company subsidiaries
on the date we entered into the Quota Share Agreement. In the case of IGI, AmTrust s United Kingdom insurance

company subsidiary, the premiums assumed by Maiden Insurance are also net of commissions paid by I1GI.

Ceding Commission Revenues. We may earn ceding commission revenues on any gross premiums written that we
retrocede to retrocessionaires in connection with reinsurance agreements. We expect these amounts to be minimal, at
least in the near term. For the period from inception to December 31, 2007, ceding commission revenues were $0.

Net Investment Income and Net Realized Gains and Losses on Investments. We invest our shareholders equity and the
funds supporting our insurance reserves (including unearned premium reserve and the reserves established to pay for
losses and loss adjustment expenses) in investment securities and cash equivalents. Our investment income includes

interest and dividends earned on our invested assets, net of investment management fees and other expenses. Realized
gains and losses on invested assets are reported separately from net investment income. We classify our portfolio of

securities as available-for-sale and carry these securities on our balance sheet at fair value. Accordingly, adverse
changes in the market prices of our securities result in a decrease in the value of our total assets and a decrease in our
shareholders equity.

Expenses

In our consolidated results, expenses consist of loss and loss adjustment expenses and operating expenses. Depending
on the terms of the reinsurance agreements that we negotiate, our expenses may also include excise taxes, which are
calculated as a percentage (1% for purposes of United States federal excise tax ( FET )) of premiums ceded to us.
Under the Quota Share Agreement with AmTrust, all payments of FET are the responsibility of AmTrust.
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Losses and Loss Adjustment Expenses. We establish loss and loss adjustment expense reserves in an amount equal to
our estimate of the ultimate liability for claims under our reinsurance policies and the cost of adjusting and settling
those claims. Our provision for loss and loss adjustment expense reserves in any period will include estimates for
losses incurred (that is, the total sustained by us under policies, whether paid or unpaid and whether reported or
unreported) during such period and changes in estimates for prior periods.
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Operating Expenses. Operating expenses include acquisition costs and overhead costs.

Acquisition costs consist of ceding commission expense, reinsurance brokerage expense and the portion of operating
expenses that are related to the acquisition of reinsurance business. These costs are capitalized and amortized as an
expense as the premiums are earned on the treaties to which they pertain.

Operating expenses that are not related to the acquisition of business, or overhead costs, are generally fixed in nature
and will not vary significantly with the amount of premiums written. These costs will generally be expensed in the
calendar period in which they are incurred. Acquisitions of software and acquisitions of equipment or leasehold
improvement assets will be capitalized and amortized as an expense over the estimated useful lives of such capitalized
assets.

Certain of our operating expenses are referred to as underwriting expenses. Underwriting expenses are expected to
consist of ceding commission expenses, reinsurance brokerage expenses and other underwriting expenses.

Ceding Commission Expenses. Maiden Insurance pays ceding commissions to other insurance companies, including
AmTrust, for the reinsurance premiums that we assume. Ceding commissions are intended to compensate the ceding
company for the costs incurred to acquire the ceded business. Ceding commissions are typically paid on traditional
quota share reinsurance agreements, but not on excess of loss reinsurance agreements.

Under the Quota Share Agreement with All, we pay a ceding commission of 31% of ceded premiums.

Reinsurance Brokerage Expenses. Reinsurance brokerage expenses include the 1.25% reinsurance brokerage fee that
we pay to an AmTrust subsidiary on all reinsurance ceded by AmTrust as well as other reinsurance brokerage fees and
commission expenses we may incur to other intermediaries.

Other Operating Expenses. Other operating expenses consist of other underwriting expenses related to our operations.
Other underwriting expenses consist of general and administrative expenses such as salaries, professional fees, rent,
office supplies, depreciation and all other operating expenses not otherwise classified separately.

In connection with our formation and capitalization, we issued warrants to our Founding Shareholders to purchase up
to 4.05 million common shares. The aggregate value of these warrants, $19.5 million, has been recorded as an addition
to additional paid-in-capital on the date of issuance with an offsetting charge to additional paid-in-capital as well.

Interest Expense. Interest expense is a function of outstanding borrowing or funding commitments and the contractual
interest rate related to these commitments. The Company recorded no interest expense from the date of inception
through December 31, 2007.

Measurement of Results; Outlook

We use various measures to analyze the growth and profitability of our business operations. We measure growth in
terms of gross and net premiums written and we measure underwriting profitability by examining our loss,
underwriting expense and combined ratios. We also measure our gross and net written premiums to surplus ratios to
measure the adequacy of capital in relation to premiums written. We analyze profitability by evaluating income before
taxes, net income and return on average equity.

Premiums Written. We use gross premiums written to measure our sales of reinsurance products. Gross premiums
written also correlates to our ability to generate net premiums earned and, for certain products, fee income. We target
a net leverage ratio, as measured by net premiums written to shareholders equity, of between approximately 1.2 to 1
and approximately 1.7 to 1 after a start-up period. As of December 31, 2007, our annualized net leverage ratio was 0.5
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to 1.
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Loss Ratio. The loss ratio is the ratio of losses and loss adjustment expenses incurred to premiums earned and
measures the underwriting profitability of our reinsurance business after the effect of any reinsurance. We target the
pricing of our products to achieve a ratio of loss and loss adjustment expenses to net premiums earned of
approximately 55.0% to 65.0% over time. For the period from inception to December 31, 2007, the loss ratio was
59.0%.

Underwriting Expense Ratio. The underwriting expense ratio is the ratio of ceding commission expenses and other
underwriting expenses to premiums earned. The underwriting expense ratio measures our operational efficiency in
producing, underwriting and administering our reinsurance business. We calculate our underwriting expense ratio on a
gross basis (before the effect of ceded reinsurance) to measure our operational efficiency and on a net basis (after the
effect of ceded reinsurance and related ceding commission income) to measure the effects on our consolidated income
before income taxes. Ceding commission revenue is applied to reduce our gross underwriting expenses. We are
currently targeting a ratio of underwriting expenses to net premiums earned of approximately 32.0% to 35.0%, but
expect it to decline over time as third-party business increases. For the period from inception to December 31, 2007,
the underwriting expense ratio on a gross basis was 32.2%. As we have not ceded any amounts as of December 31,
2007, the expense ratio on a net basis was also 32.2%.

Combined Ratio. We use the combined ratio to measure our underwriting performance. The combined ratio is the sum
of the loss ratio and the underwriting expense ratio. We analyze the combined ratio on a gross (before the effect of
reinsurance) and net basis (after the effect of reinsurance). If the combined ratio is at or above 100%, we are not
underwriting profitably and will not be profitable unless investment income is sufficient to offset underwriting losses.
We target the pricing of our products and management of our expenses to achieve a combined ratio of 95% or less
over time. For the period from inception to December 31, 2007, the combined ratio was 91.2%.

Net Income and Return on Average Equity. We use net income to measure our profits and return on average equity to
measure our effectiveness in utilizing our shareholders equity to generate net income on a consolidated basis. In
determining return on average equity for a given year, net income is divided by the average of shareholders equity for
that year. Our long-term target for return on average equity is 15% or better. For the period from inception to
December 31, 2007, our annualized return on equity was 14.0%.

Critical Accounting Policies

Our consolidated financial statements contain certain amounts that are inherently subjective in nature and require
management to make assumptions and best estimates to determine the reported values. If factors such as those
described under the section captioned Information Regarding Forward-Looking Statements in this Annual Report
cause actual events or results to differ materially from management s underlying assumptions or estimates, actual
results may differ, perhaps substantially, from the estimates.

The critical accounting policies and estimates set forth below involve, among others, the reporting of premiums
written and earned, reserves for losses and loss adjustment expenses (including reserves for losses that have occurred
but have not been reported by the financial statement date), and the reporting of deferred acquisition costs and
investments.

Premiums. Premiums written on assumed reinsurance are written primarily on a policies attaching basis (and are
written on a policies attaching basis under the Quota Share Agreement with a subsidiary of AmTrust) and cover losses
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which attach to the underlying insurance policies written during the terms of the contracts. Premiums earned on a
policies attaching basis usually extend beyond the calendar year in which the reinsurance contract is written; whilst
most underlying policies have a term of 12 months, they can be written at any date during the calendar year in which
the reinsurance agreement is effective. For instance, policies written with an effective date in December are not fully
earned until December of the following year; this means that premium written on a calendar year reinsurance
agreement may not be fully earned until 24 months after the commencement of the calendar year. In respect of
specialty risk and extended warranty insurance, the policy periods range from one to 60 months, with an average
duration of 34 months; all other insurance policies have a term of 12 months.

36

Under the terms of the Quota Share Agreement with AmTrust, premiums due to the Company are paid within 30 days
following the end of each quarter. The premiums due to the Company are recognized in the financial statements as
written premiums in the quarter in which they fall due. Each quarter's written premiums are earned over the policy

period commencing at the start of the quarter in which they are written, resulting in a bell curve distribution of earned
premiums over the period of reinsurance coverage to AmTrust. Any premiums written in a period but not earned in
that period are reflected in the unearned premium reserve on our balance sheet. Unearned premiums represent the

portion of premiums written which is applicable to the unexpired term of the contract or policy in force. There are no
provisions for retroactive adjustment of premiums under the terms of the Quota Share Agreement, except in cases
where the premium on the underlying policies is adjusted. For example, under workers compensation insurance, the
ceding company typically collects audit premiums following an audit of the insured s payroll.

Insurance premiums on specialty risk and extended warranty business are earned based on the estimated program
coverage period. These estimates are based on the expected distribution of coverage periods by contract at inception,
because a single contract may contain multiple coverage period options. These estimates are revised based on the
actual coverage period selected by the insured.

Assumed premiums written and ceded may include estimates based on information received from brokers and ceding
companies and estimates made by management, and any subsequent differences arising on such estimates are recorded
in the periods in which they are determined. Premiums on our excess of loss reinsurance contracts are estimated by
management when the business is underwritten. For such contracts, the minimum and deposit premium, as defined in

the contract, is generally considered to be the best estimate of the contract s written premium at inception.
Accordingly, this is the amount we generally expect to record as written premium in the period the underlying risks
incept. As actual premiums are reported by brokers or ceding companies, management will evaluate the
appropriateness of the premium estimate and any adjustment to this estimate will be recorded in the period in which it
becomes known. Adjustments to original premium estimates could be material and such adjustments may directly and
significantly impact earnings in the period they are determined because the subject premium may be fully or
substantially earned.

Reinstatement premiums are written at the time a loss event occurs where coverage limits for the remaining life of the
contract are reinstated under pre-defined contract terms and will be earned over the remaining risk period or
immediately.

Losses and Loss Adjustment Expense Reserves. The reserves for losses and loss adjustment expenses include reserves
for unpaid reported losses, known as case reserves, and losses incurred but not reported, to which we sometimes refer
as IBNR. We record loss and loss adjustment expenses for reported claims based upon the amounts reported to us by
the ceding company. We record IBNR based on an actuarial analysis for each type of business of the estimated losses
we expect to incur for claims that have occurred under reinsurance policies whether these claims have been reported
or not. These estimates are reviewed regularly, and such adjustments, if any, will be reflected in earnings in the period
in which they become known. It is possible that these adjustments would have a significant impact on our earnings.
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Accordingly, ultimate losses and loss adjustment expenses may differ materially from the amounts recorded in the
consolidated financial statements.

Inherent in the estimates of ultimate losses and loss adjustment expenses are expected trends in claim severity and
frequency and other factors which may vary significantly as claims are settled. We plan to use statistical and actuarial
methods to reasonably estimate ultimate expected losses and loss adjustment expenses. The period of time from the
occurrence of a loss, the reporting of a loss to our company and the settlement of our liability may be several years.
During this period, additional facts and trends may be revealed. As these factors become apparent, case reserves will
be adjusted, sometimes requiring an increase in our overall reserves, including our IBNR reserves. Reserves for losses
and loss adjustment expenses are also based in part upon the estimation of losses resulting from catastrophic events.
Estimation of the losses and loss adjustment expenses resulting from catastrophic events is inherently difficult because
of the possible severity of catastrophe claims, difficulties entering catastrophe hit areas to estimate claim amounts, and
delays in receiving information about claims from program administrators or ceding companies. Therefore, we intend
to utilize
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both proprietary and commercially available models, as well as historical reinsurance industry catastrophe claims
experience, for purposes of evaluating and providing an estimate of ultimate claims costs.

Under U.S. GAAP, we are not permitted to establish loss reserves until the occurrence of an actual loss event. As a
result, only loss reserves applicable to losses incurred up to the reporting date may be recorded, with no allowance for
the provision of a contingency reserve to account for expected future losses. Losses arising from future events, which
could be substantial, will be estimated and recognized at the time the loss is incurred. As a reinsurer and since most of

our business is ceded to us by AmTrust, we are reliant on AmTrust s ability to estimate loss reserves on the business

ceded to us.

AmTrust utilizes its own and industry-wide loss development factors in determining its estimate of ultimate losses. A

loss development factor is a mathematical relationship between reported incurred losses related to policies written in a
particular period at the end of the period and at designated periodic intervals. The predictive ability of loss

development factors is subject to multiple interdependent factors, including claim severity, claim frequency, claim
closure rates, consistent underwriting, inflation and legislatively and judicially imposed legal requirements. If these

interdependent factors remain constant, losses incurred in a given year should develop similarly to losses incurred in
prior years. However, due to the number of elements that impact loss development, estimates of ultimate losses are

inherently uncertain.

On a quarterly basis, and in some cases more frequently, AmTrust reviews its reserves to determine whether they are
consistent with actual results. In the event of a discrepancy, AmTrust would seek to determine the causes and would
adjust the reserves accordingly. Adverse loss development, which means that losses are greater than the initial
estimates, would have a negative impact on our financial position and results of operation.

AmTrust reports case reserves established for reported claims to us on a quarterly basis. For workers compensation
claims, the case reserves are based on the claims adjusters evaluation of many factors, including:

type of loss;
severity of the injury or damage;
age and occupation of the injured employee;
anticipated permanent disability;
expected medical procedures, costs and duration;
present knowledge of the circumstances surrounding the claim;
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insurance policy provisions, including coverage related to the claim;
jurisdiction of the occurrence; and
other benefits defined by applicable statute.
AmTrust does not provide us with the entire claim file for each reported claim, but we are entitled to audit claims and
have access to the information utilized by AmTrust to establish case reserves.

For its specialty middle-market segment, AmTrust records reserves for estimated losses under insurance policies that
they write and for loss adjustment expense related to the investigation and settlement of policy related claims.
Reserves for loss and loss adjustment expenses represent the estimated costs of all reported and unreported loss and
loss adjustment expenses incurred and unpaid at a given point in time. When a claim is reported, a third party
administrator establishes an initial case reserve for the estimated amount of the loss based on their view of the most
likely outcome of the claim at that time. Initial case reserves are established within 30 days of the claim report date
and consist of anticipated liability payments, first party payments, medical costs, and specific adjustment expense
payment, which AmTrust refers to as defense and cost containment, or DCC expenses. This establishes a case
incurred amount for a particular claim. The estimated amount of loss for a reported claim is based upon various

factors, such as:

Line of business  General Liability, Auto Liability, or Auto Physical Damage
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Severity of injury or property damage
Number of claimants
Statute of limitation and repose
Insurance policy provisions, especially applicable policy limits and coverage limitations
Expected medical procedures, costs, and duration treatment
Our knowledge of circumstances surrounding the claim
Possible salvage and subrogation
Judicial climate in the jurisdiction of occurrence
Case incurred amounts can vary greatly because of the uncertainties inherent in the estimates of severity of loss, costs
of medical treatments, judicial rulings, litigation expenses, and other factors. As changes occur, the case reserves are
adjusted. The initial estimate of a claim s incurred amount can vary significantly from the amount ultimately paid

when the claim is closed, especially in the circumstances involving litigation and severe personal injuries.

For its specialty risk and extended warranty segment AmTrust does not generally establish case reserves as claims are
usually paid quickly and development on a known claim is negligible.

In addition, AmTrust, on a quarterly basis, provides us with the loss development information which it utilizes to
establish its incurred but not reported reserves and ultimate losses.

For its workers compensation business, AmTrust utilizes a combination of its incurred loss development factors and
industry-wide loss development factors to generate a range within which it is reasonably likely that its ultimate loss
and loss adjustment expenses will fall. AmTrust establishes the low end of the range by assigning a weight of 75% to
ultimate losses obtained by application of its own loss development factor and 25% to ultimate losses developed
through application of industry-wide loss development factors. The high end is established by assigning a weight of
50% each to ultimate losses developed through application of AmTrust s company specific loss development factor
and industry-wide loss development factors. The determination to assign particular weights to ultimate losses
developed through application of AmTrust s loss development factor and industry-wide loss development factors is
made by AmTrust s actuary and is a matter of actuarial judgment. AmTrust believes that this method, which tracks the
development of claims incurred in a particular time period, is the best method for projecting its ultimate liability for its
workers compensation segment.
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Because of the different types of risks and coverage plans insured by AmTrust in its specialty risk and extended
warranty segment, AmTrust utilizes several actuarial methodologies to determine its ultimate liability under such
plans. The primary methodology AmTrust uses to project its ultimate liability is to project the number of future claims
and to multiply that number by the average claims cost. The future number of claims is derived by applying to
unexpired months on contracts issued pursuant to the subject coverage plans a selected ratio of the number of claims
to unexpired months. The selected ratio is determined from a combination of:

past experience of expired contracts under the same coverage plan;
current experience of the earned portion of the in-force contracts; and
past and/or current experience of similar types of coverage plans.

In order to confirm the validity of the ultimate losses derived through application of the average claim cost method,
AmTrust also utilizes a loss ratio method. The loss ratio method entails the application of the projected ultimate loss
ratio, which is based on historical experience, to the unearned portion of the premium. If the loss ratio method
indicates that the average claim cost method has not produced a credible result for a particular coverage plan,
AmTrust will make a judgment as to the appropriate reserve for that coverage plan.
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On a quarterly basis, AmTrust provides to us the actuarial analysis supporting its ultimate loss projections.

For its specialty middle-market segment, AmTrust also establishes reserves on an aggregate basis for incurred but not
yet reported reserves, or IBNR. IBNR reserves are also intended to include aggregate development on known claims,
provision for claims that re-open after they have been closed, and provision for claims that have been reported but
have not yet been recorded. AmTrust began writing general liability, commercial auto, and commercial property
(jointly known as CPP) business in 2006. As a result, there is a limited amount of loss data available for analysis. In
order to establish IBNR reserves for CPP lines of business, AmTrust projects ultimate losses by accident year through
the use of industry experience by line. The limited amount of CPP historical data does not allow them to develop their
own development patterns. Instead, reliance is placed on three methods that utilize industry development patterns by
line of business:

Yearly incurred development (use of industry factors by line). For each line, the development factors are taken
directly from Insurance Services Office, Inc. ( ISO ) loss development publications for a specific line of business.
These factors are then applied to the latest actual incurred losses and DCC by accident year, by line of business to
estimate ultimate losses and DCC.

Expected Loss Ratio. For each line, an expected loss ratio is taken from our original account level pricing analysis.
These loss ratios are then applied to the earned premiums by line by year to estimate ultimate losses and DCC.
Bornhuetter-Ferguson Method. For each line, IBNR factors are developed from the applicable industry loss
development factors and expected losses are taken from the original account level pricing analysis. IBNR factors are
then applied to the expected losses to estimate IBNR amount of loss and DCC.

The first two methods produ