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Item 1. Financial Statements

Assets
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PART 1 - FINANCIAL INFORMATION

MAIDEN HOLDINGS, LTD.

Fixed maturities, available-for-sale, at fair value (Amortized cost 2009:

$1,307,221; 2008: $1,163,926)

Other investments, at fair value (Cost 2009: $5,814 ; 2008: $5,819)

Total investments
Cash and cash equivalents

Restricted cash and cash equivalents

Accrued investment income

Reinsurance balances receivable (includes $39,599 and $48,837 from related
party in 2009 and 2008, respectively - see note 10)

Loan to related party (see note 10)

Deferred acquisition costs (includes $77,518 and $80,455 from related party in
2009 and 2008, respectively - see note 10)

Other assets

Intangible assets

Goodwill
Total Assets

Liabilities and Shareholders’ Equity

Liabilities

Reserve for losses and loss expenses (includes $157,349 and $69,646 from
related party in 2009 and 2008, respectively- see note 10)

Unearned premiums (includes $237,698 and $245,742 from related parties in
2009 and 2008, respectively- see note 10)

Accrued expenses and other liabilities

Securities sold under agreements to repurchase, at contract value

Trust preferred securities — related parties (see note 6)

Total Liabilities

Commitments and Contingencies

Shareholders’ Equity:

Common shares, ($0.01 par value;71,250,000 and 59,550,000 shares issued in
2009 and 2008 respectively; 70,287,664 and 58,587,664 shares outstanding in

2009 and 2008 respectively)
Additional paid-in capital

Accumulated other comprehensive loss

Retained earnings

Treasury Shares, at cost (2009 and 2008:962,336 shares)

Total Shareholders’ Equity

Total Liabilities and Shareholders’ Equity

CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands (000’s), except per share data)

(unaudited)
June 30, 2009

$ 1,294,934
5,392
1,300,326
150,777
311,883
10,601

230,519
167,975

171,395
32,474
51,434
49,747

$ 2,477,131

$ 939,758

585,451
22,630
108,797
215,096
1,871,732

713

575,723
(15,097)

47,861
(3,801)

605,399

$ 2,477,131

December 31, 2008

$

$

1,119,955
5,291
1,125,246
131,897
409,277
10,293

71,895
167,975

104,470
2,617
55,147
49,747
2,128,564

897,656

444,479
44,024
232,646

1,618,805

596
530,519
(44,499)
26,944
(3,801)
509,759
2,128,564
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See accompanying notes to the unaudited condensed consolidated financial statements.
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MAIDEN HOLDINGS, LTD.
CONDENSED CONSOLIDATED STATEMENT OF INCOME
(in thousands (000’s), except per share data)
(Unaudited)

For the Three For the Three  For the Six For the Six
Months Ended Months Ended Months Ended Months Ended
June 30, 2009 June 30, 2008 June 30, 2009 June 30, 2008

Revenues:
Premium income:
Net premiums written $ 238,356 $ 171,251 $ 574,905 $ 273,683
Change in unearned premiums (14,515) (93,913) (140,971) (131,040)
Net earned premium 223,841 77,338 433,933 142,643
Net investment income 15,113 7,763 29,372 15,372
Net realized investment gains (losses) 1,534 39 (396) 163
Total revenues 240,488 85,140 462,909 158,178
Expenses:
Loss and loss adjustment expenses 151,057 43,610 297,345 81,446
Commission and other acquisition expenses 57,664 25,498 104,295 46,758
Other operating expenses 7,133 2,236 14,667 3,662
Trust preferred interest — related party 9,112 - 16,202 -
Amortization of intangible assets 1,675 - 3,239 -
Foreign exchange (gain) loss (2,404) 4 (2,191) 4
Total expenses 224,237 71,348 433,557 131,870
Net income $ 16,251 $ 13,792 29,352 $ 26,308
Basic earnings per common share $ 023 $ 0.23 043 $ 0.44
Diluted earnings per common share 0.23 0.23 0.42 0.44
Dividends declared per common share $ 0.06 $ 0.05 0.12 $ 0.10
See accompanying notes to the unaudited condensed consolidated financial statements.
4
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MAIDEN HOLDINGS, LTD.
CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
(in thousands (000’s), except per share data)

(Unaudited)
For the Six For the Six

Months Ended Months Ended

June 30, 2009  June 30, 2008
Cash flows from operating activities:
Net income $ 29,352 $ 26,308
Adjustments to reconcile net income to net cash provided by operating activities :
Depreciation and amortization of intangibles 3,502 11
Net realized loss (gain) on sales of investments 396 (163)
Foreign exchange gain on revaluation (945) -
Amortization of share-based compensation expense, bond premium and discount
and trust preferred securities discount (2,822) (396)
Changes in assets - (increase) decrease:
Reinsurance balances receivable (157,679) (73,943)
Accrued investment income (308) (1,623)
Deferred commission and other acquisition costs (66,925) (46,796)
Other assets (1,041) 392
Changes in liabilities — increase (decrease):
Accrued expenses and other liabilities (24,011) (1,391)
Loss and loss adjustment expense reserves 42,102 44,832
Unearned premiums 140,972 131,040
Net cash (used in) provided by operating activities (37,407) 78,271
Cash flows from investing activities:
Purchases of investments:
Purchases of fixed-maturity securities (415,611) (309,980)
Purchases of other investments (138) (309)
Sale of investments:
Proceeds from sales of fixed-maturity securities 134,384 73,365
Proceeds from maturities and calls of fixed-maturity securities 116,139 -
Proceeds from redemption of other investments 127 -
Increase in restricted cash 97,394 -
Loan to related party - (54,433)
Purchase of furniture and equipment (201) (52)
Net cash used in investing activities (67,906) (291,409)
Cash flows from financing activities:
Repurchase agreements, net (123,849) 254,557
Common share issuance 117 -
Trust preferred securities issuance 260,000 -
Trust preferred securities issuance cost (4,342) -
Dividend paid (7,733) (2,978)
Net cash provided by financing activities 124,193 251,579
Net increase in cash and cash equivalents 18,880 38,441
Cash and cash equivalents, beginning of period 131,897 35,729
Cash and cash equivalents, end of period $ 150,777 $ 74,170
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Supplemental information on cash flows

Cash paid for interest $ 8,594 $
Supplemental information about non-cash investing and financing activities

Discount on Trust Preferred Securities $ (44,928) $
Additional paid in Capital 44,928

See accompanying notes to the unaudited condensed consolidated financial statements.
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MAIDEN HOLDINGS, LTD.

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY
(in thousands (000’s), except per share data)

For the six months ended June 30,
2009
Balance at December 31, 2008

Net income

Unrealized gains, net of deferred taxes
Comprehensive income

Shares issued, net

Share based compensation

Dividends to shareholders

Balance at June 30, 2009

For the six months ended June 30,
2008
Balance at December 31, 2007

Net income

Net unrealized losses
Comprehensive income
Share based compensation
Dividends to shareholders
Balance at June 30, 2008

(Unaudited)
Accumulated
Additional Other Total
Common  Paid-In Comprehensive Retained Treasury Shareholders’
Shares Capital Loss Earnings  Shares Equity
$ 596 $ 530,519 $ (44,499) $§ 26944 $ (3,801) $ 509,759
29,352 29,352
29,402 29,402
58,754
117 44,928 45,045
276 276
(8,435) (8,435)
$ 713 § 575723 $ (15,097) $ 47.861 $ (3,801) $ 605,399
Accumulated
Additional Other Total
Common  Paid-In Comprehensive Retained Treasury Shareholders’
Shares Capital Loss Earnings  Shares Equity
$ 59 $ 529,647 $ (13,496) $ 20,598 $ - $ 537345
- - - 26,308 - 26,308
- - (21,349) - - (21,349)
4,959
- 391 - - - 391
- - - (5,955) - (5,955)
$ 596 $ 530,038 $ (34,845) $ 40951 $ - $ 536,740

See accompanying notes to the unaudited condensed consolidated financial statements.
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MAIDEN HOLDINGS, LTD.

Notes to Unaudited Condensed Consolidated Financial Statements
(in thousands (000’s), except per share data)
(Unaudited)

1. Basis of Presentation — Summary of Significant Accounting Policies

The accompanying unaudited condensed consolidated financial statements include the accounts of Maiden Holdings,
Ltd. and its subsidiaries and have been prepared in accordance with U.S. generally accepted accounting principles
(“GAAP”) for interim financial statements and with the instructions to Form 10-Q and Article 10 of Regulation S-X as
promulgated by the U.S. Securities and Exchange Commission (“SEC”). Accordingly they do not include all of the
information and footnotes required by GAAP for complete financial statements. All significant inter-company
transactions and accounts have been eliminated in the consolidated financial statements.

These interim consolidated financial statements reflect all adjustments that are, in the opinion of management,
necessary for a fair presentation of the results for the interim period and all such adjustments are of a normal recurring
nature. The results of operations for the interim period are not necessarily indicative, if annualized, of those to be
expected for the full year. The preparation of financial statements in conformity with GAAP requires management to
make estimates and assumptions that affect the amounts reported in the financial statements and accompanying notes.
Actual results could differ from those estimates.

These unaudited condensed consolidated financial statements, including these notes, should be read in conjunction
with the Company’s audited consolidated financial statements, and related notes thereto, included in the Company’s
Annual Report on Form 10-K for the year ended December 31, 2008.

2. Recent Accounting Pronouncements

In June 2009, the Financial Accounting Standard Board (“FASB”) issued Statement No. 166, “Accounting for
Transfers of Financial Assets” (“SFAS166”) an amendment to FASB Statement No. 140. SFAS166 will require more
information about transfers of financial assets, including securitization transactions, and where entities have
continuing exposure to the risks related to transferred financial assets. It eliminates the concept of a “qualifying
special-purpose entity,” changes the requirements for derecognizing financial assets, and requires additional
disclosures. SFAS166 enhances information reported to users of financial statements by providing greater
transparency about transfers of financial assets and an entity’s continuing involvement in transferred financial assets.
SFAS166 will be effective for annual reporting periods beginning on or after January 1, 2010. Early application is not
permitted. The Company is currently analyzing the impact this will have on its financial statements.

In June 2009, the FASB issued Statement No. 167, “Amendments to FASB Interpretation No. 46(R)” (“SFAS 167”).
SFAS 167 is a revision to FASB Interpretation 46 (Revised December 2003), “Consolidation of Variable Interest
Entities ”” and changes how a reporting entity determines when an entity that is insufficiently capitalized or is not
controlled through voting (or similar rights) should be consolidated. The determination of whether a reporting entity is
required to consolidate another entity is based on, among other things, the other entity’s purpose and design and the
reporting entity’s ability to direct the activities of the other entity that most significantly impact the other entity’s
economic performance. SFAS 167 will require a reporting entity to provide additional disclosures about its
involvement with variable interest entities and any significant changes in risk exposure due to that involvement. A
reporting entity will be required to disclose how its involvement with a variable interest entity affects the reporting
entity’s financial statements. SFAS 167 will be effective for annual reporting periods beginning on or after January 1,
2010. Early application is not permitted. The Company is currently analyzing the impact this will have on its financial

10
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statements.

In June 2009, the FASB issued Statement No. 168, “The FASB Accounting Standards Codification and the Hierarchy
of Generally Accepted Accounting Principles” (“SFAS 168”). SFAS 168 will become the single source of authoritative
nongovernmental U.S. generally accepted accounting principles (“GAAP”), superseding existing FASB, American
Institute of Certified Public Accountants (“AICPA”), Emerging Issues Task Force (“EITF”), and related accounting
literature. SFAS 168 reorganizes the thousands of GAAP pronouncements into roughly 90 accounting topics and
displays them using a consistent structure. Also included is relevant Securities and Exchange Commission guidance
organized using the same topical structure in separate sections. SFAS 168 will be effective for financial statements
issued for reporting periods that end after September 15, 2009. This will have an impact on the Company’s financial
statement disclosures since all future references to authoritative accounting literature will be referenced in accordance
with SFAS 168.

In May 2009, the FASB issued Statement No. 165, “Subsequent Events” (“SFAS 165). SFAS 165 requires entities to
disclose the date through which they have evaluated subsequent events and whether the date corresponds with the
release of their financial statements. Effective for interim and annual periods ending after June 15, 2009, the Company
implemented SFAS 165 as of April 1, 2009 with no material impact on Company’s consolidated financial condition
and results of operations.

11
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MAIDEN HOLDINGS, LTD.

Notes to Unaudited Condensed Consolidated Financial Statements
(in thousands (000’s), except per share data)
(Unaudited)

2. Recent Accounting Pronouncements (continued)

In April 2009, the FASB issued three FASB Staff Positions (“FSP”) — (1) FSP FAS 115-2 and FAS 124-2 “Recognition
and Presentation of Other-Than-Temporary Impairments” (“FSP FAS 115-2”), (2) FSP FAS 157-4 “Determining Fair
Value When the Volume and Level of Activity for the Asset or Liability Have Significantly Decreased and Identifying
Transactions That Are Not Orderly” (“FSP FAS 157-4”), and (3) FSP FAS 107-1 and APB 28-1 “Interim Disclosures
about Fair Value of Financial Instruments” (“FSP FAS 107-17). FSP FAS 115-2 amends the other-than-temporary
impairment guidance in GAAP for debt securities to remove the requirement that a company must have the intent and
ability to hold a debt security until its anticipated recovery, but rather, under the revised guidance, a company must
recognize an other-than-temporary impairment charge on its income statement if it intends to sell the debt security or
if it is more likely than not it will be required to sell a debt security before the recovery of its amortized cost basis. In
addition, the new FSP FAS 115-2 also requires the recognition of an other-than-temporary impairment charge if the
present value of cash flows of a debt security expected to be collected is less than the amortized cost basis of the debt
security. FSP FAS 115-2 is effective for interim and annual periods ending after June 15, 2009. The Company adopted
FSP FAS 115-2 for the period ended June 30, 2009. The adoption of FSP FAS 115-2 did not have a material impact
on the financial statements of the Company.

FSP FAS 157-4 provides additional guidance for estimating fair value in accordance with Financial Accounting
Standard No. 157 “Fair Value Measurements” (“SFAS 157”), when the volume and level of activity for an asset or liability
has significantly decreased. FSP FAS 157-4 provides a list of non-exhaustive factors a company should consider in
determining whether there has been a significant decrease in the volume and level of activity for an asset or liability
when compared with normal market activity for that asset or liability (or similar assets or liabilities). If a company
determines there has been a significant decrease in the volume and level of activity of an asset or liability, further
analysis of the transactions or quoted prices is needed, and a significant adjustment to the transactions or quoted prices
may be necessary to estimate the fair value in accordance with SFAS 157. FSP FAS 157-4 also provides additional
guidance on identifying circumstances that indicate a transaction is not orderly, and therefore, excluded as an
observable input in the determination of fair value. FSP FAS 157-4 is effective for interim and annual periods ending
after June 15, 2009. The Company adopted FSP FAS 157-4 for the period ended June 30, 2009. The adoption of FSP
FAS 157-4 and did not have a material impact on the financial statements of the Company.

In addition, in April 2009, the SEC staff issued Staff Accounting Bulletin (“SAB”) 111 that amended Topic 5.M.
“Other Than Temporary Impairment of Certain Investments in Debt and Equity Securities”. This SAB amends Topic
5.M. solely to include the staff’s view on equity securities and exclude debt securities from its scope. By excluding
debt securities from the scope of Topic 5.M., companies are no longer required to assess if they have the intent and
ability to hold available-for-sale debt securities until anticipated recovery to determine if there is an
other-than-temporary impairment charge.

3. Investments
(a) Fixed Maturities and Other Investments

The original or amortized cost, estimated fair value and gross unrealized gains and losses of available-for-sale fixed
maturities and other investments as of June 30, 2009 and December 31, 2008 are as follows:

12
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Original or Gross Gross
amortized unrealized unrealized
June 30, 2009 cost gains losses
Fixed Maturities:
U.S. — treasury bonds $ 33,626 $ 286 $ 233) $
U.S. Agency - mortgage backed securities 697,512 20,812 (2,120)
Corporate fixed maturities 552,330 15,395 (46,325)
Municipal bonds 23,753 14 (116)
Total available for sale fixed maturities 1,307,221 36,507 (48,794)
Other investments 5,814 (422)

$ 1,313,035 $ 36,507 $  (49,216) §

Fair
value

33,679
716,204
521,400

23,651

1,294,934
5,392
1,300,326

13
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MAIDEN HOLDINGS, LTD.

Notes to Unaudited Condensed Consolidated Financial Statements
(in thousands (000’s), except per share data)

(Unaudited)
3. Investments (continued)
(a) Fixed Maturities and Other Investments(continued)
Original or Gross Gross
amortized unrealized unrealized Fair
December 31, 2008 cost gains losses Value
Fixed Maturities:
U.S. — treasury bonds $ 37,782 $ 775 $ 30) $ 38,527
U.S. Agency - mortgage backed securities 756,023 21,178 (5,302) 771,899
Corporate fixed maturities 370,121 2,320 (62,912) 309,529
Total available for sale fixed maturities 1,163,926 24,273 (68,244) 1,119,955
Other investments 5,819 - (528) 5,291
Total investments $ 1,169,745 $ 24273 $ (68,772) $ 1,125,246

The following tables summarize fixed maturities in an unrealized loss position and the aggregate fair value and gross
unrealized loss by length of time the security has continuously been in an unrealized loss position:

Less than 12 months 12 months or more Total

Fair Unrealized  Fair Unrealized Fair Unrealized
June 30, 2009 value losses value Losses value losses
Available-for-sale securities:
U.S. — treasury bonds $ 4268 (233) - - $ 4,268 (233)
U.S. Agency mortgage backed
securities 135,262 (1,011) 49,685 (1,109) 184,947 (2,120)
Corporate fixed maturities 47,945 (4,254) 213,601 (42,071) 261,546 (46,325)
Municipal bonds 10,408 (116) - - 10,408 (116)

197,833 (5,614) 263,286 (43,180) 461,169 (48,794)
Other investments $ - - $ 4,708 422) $ 4,708 422)

Total temporarily
impaired available-for-sale
securities and other investments $ 197,883 $ (5,614) $ 267,994 $ (43,602) $ 465,877 $ (49,216)

14
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MAIDEN HOLDINGS, LTD.

Notes to Unaudited Condensed Consolidated Financial Statements
(in thousands (000’s), except per share data)
(Unaudited)

3. Investments — (continued)
As of June 30, 2009, there were approximately 39 securities in an unrealized loss position with a fair value of

$ 465,877. Of these securities, there were 21 securities that have been in an unrealized loss position for 12 months or
more with a value of $ 267,994,

Less than 12 months 12 months or more Total
Fair Unrealized Fair Unrealized Fair Unrealized

December 31, 2008 value losses value Losses value losses
Available-for-sale securities:
U.S. — treasury bonds $ 6,521 $ (30) -3 - $ 6,521 (30)
U.S. Agency mortgage backed
securities 148,803 (5,302) - - 148,803 (5,302)
Corporate fixed maturities 104,279 (13,708) 153,055 (49,205) 257,334 (62,912)

259,603 (19,040) 153,055 (49,205) 412,658 (68,244)
Other investments $ 4722 $  (528) % - 9% - $ 4722 (528)

Total temporarily
impaired available-for-sale
securities and other investments $ 264,325 $ (19,568) $ 153,055 $ (49,205) $ 417,380 $ (68,772)

As of December 31, 2008, there were approximately 40 securities in an unrealized loss position with a fair value of
$417,380. Of these securities, there were 10 securities that have been in an unrealized loss position for 12 months or
more with a value of $153,055.

Other-than-Temporary Impairments (“OTTI”)

We review our investment portfolio for impairment on a quarterly basis. Impairment of investments results in a charge
to operations when a fair value decline below cost is deemed to be other-than-temporary. As of June 30, 2009, we
reviewed our portfolio to evaluate the necessity of recording impairment losses for other-than-temporary declines in
the fair value of investments. During the three and six months ended June 30, 2009 and 2008, the Company
recognized no other than temporary impairment fixed income securities and other investments. Based on our
qualitative and quantitative OTTI review of each asset class within our fixed maturity portfolio, the unrealized losses
on fixed maturities at June 30, 2009, were primarily due to widening of credit spreads relating to the market
illiquidity, rather than credit events. Because the Company neither intends nor will be required to sell these securities
until a recovery of fair value to amortized cost, we currently believe it is probable that we will collect all amounts due
according to their respective contractual terms. Therefore we do not consider these fixed maturities to be
other-than-temporarily impaired at June 30, 2009.

(b) Restricted Cash and Investments
We are required to maintain assets on deposit to support our reinsurance operations and to serve as collateral for our
reinsurance liabilities under various reinsurance agreements. The assets on deposit are available to settle reinsurance

liabilities. We also utilize trust accounts to collateralize business with our reinsurance counterparties. These trust

15



Edgar Filing: Maiden Holdings, Ltd. - Form 10-Q

accounts generally take the place of letter of credit requirements. The assets in trust as collateral are primarily cash
and highly rated fixed maturity securities. The fair value of our restricted assets was as follows:

June 30, December
2009 31,2008

Restricted cash - third party agreements $ 296,575 $ 335,201
Restricted cash - related party agreements 15,308 74,076
Total restricted cash 311,883 409,277
Restricted investments - in Trust for third party agreements at fair value
(Amortized cost: 2009 - $755,827; 2008 - $701,973) 731,432 660,388
Restricted investments - in Trust for related party agreements at fair value
(Amortized cost: 2009 - $138,773; 2008 - $1,200) 145,861 1,203
Total restricted investments 877,293 661,591
Total restricted cash and investments $ 1,189,176 $ 1,070,868
10

16
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MAIDEN HOLDINGS, LTD.

Notes to Unaudited Condensed Consolidated Financial Statements
(in thousands (000’s), except per share data)
(Unaudited)
3. Investments — (continued)

(c) Other

The Company enters into repurchase agreements. The agreements are accounted for as collateralized borrowing
transactions and are recorded at contract amounts. The Company receives cash or securities, that it invests or holds in
short term or fixed income securities. As of June 30, 2009, there were $108,797 principal amount outstanding at
interest rates between 0.4% and 0.55%. Interest expense associated with these repurchase agreements was $10 and
$783 for the three and six months ended June 30, 2009, respectively, out of which $10 was accrued as of June 30,
2008. The Company has approximately $108,797 of collateral pledged in support of these agreements.

4. Fair Value of Financial Instruments

The Company’s estimates of fair value for financial assets and financial liabilities are based on the framework
established in SFAS 157. The framework is based on the inputs used in valuation and gives the highest priority to
quoted prices in active markets and requires that observable inputs be used in the valuations when available. The
disclosure of fair value estimates in the SFAS 157 hierarchy is based on whether the significant inputs into the
valuation are observable. In determining the level of the hierarchy in which the estimate is disclosed, the highest
priority is given to unadjusted quoted prices in active markets and the lowest priority to unobservable inputs that
reflect the Company’s significant market assumptions. The three levels of the hierarchy are as follows:

el evel 1 - Unadjusted quoted market prices for identical assets or liabilities in active markets that the Company has
the ability to access.

o] evel 2 - Quoted prices for similar assets or liabilities in active markets; quoted prices for identical or similar assets
or liabilities in inactive markets; or valuations based on models where the significant inputs are observable (e.g.,
interest rates, yield curves, prepayment speeds, default rates, loss severities, etc.) or can be corroborated by
observable market data.

o] evel 3 - Valuations based on models where significant inputs are not observable. The unobservable inputs reflect
the Company’s own assumptions about the assumptions that market participants would use.

In accordance with SFAS 157, the Company determines fair value based on the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date.

SFAS 107, “Disclosure about Fair Value of Financial Instruments” requires all entities to disclose the fair value of its
financial instruments, both assets and liabilities recognized and not recognized in the balance sheet, for which it is
practicable to estimate fair value.

The Company uses the following methods and assumptions in estimating its fair value disclosure for its financial
instruments.

Investments available for sale. Investments available for sale are recorded at fair value on a recurring basis and
include fixed maturities and securities sold under agreements to repurchase. Fair value of investments is measured
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based upon quoted prices in active markets, if available. If quoted prices in active markets are not available, fair
values are measured by an independent pricing service that utilizes valuation techniques based upon observable
market data. Level 1 investments include those traded on an active exchange, such as the NASDAQ. Since fixed
maturities other than U.S. treasury securities generally do not trade on a daily basis, the independent pricing service
prepares estimates of fair value measurements for these securities using its proprietary pricing applications which
include available relevant market information. These investments are classified as Level 2 investments and include
obligations of U.S. government agencies, municipals and corporate debt securities.

Other investments. Other investments consist primarily of hedge funds where the fair value estimate is determined by
an external fund manager based on recent filings, operating results, balance sheet stability, growth and other business

and market sector fundamentals. Due to the significant unobservable inputs in these valuations, the Company includes
other investments in the amount disclosed in Level 3.

Reinsurance balance receivable. The carrying values reported in the accompanying balance sheets for these financial
instruments approximate their fair value due to short term nature of the assets.

Loan to related party. The carrying values reported in the accompanying balance sheets for these financial instruments
approximate their fair value.

Trust preferred securities. The carrying values reported in the accompanying balance sheets for these financial
instruments approximate their fair value.

11

18



Edgar Filing: Maiden Holdings, Ltd. - Form 10-Q

MAIDEN HOLDINGS, LTD.

Notes to Unaudited Condensed Consolidated Financial Statements
(in thousands (000’s), except per share data)

(Unaudited)

4. Fair Value of Financial Instruments (continued)

a) Fair Value Hierarchy

The following table presents the level within the fair value hierarchy at which the Company’s financial assets and
financial liabilities are measured on a recurring basis as of June 30, 2009 and December 31, 2008:

June 30, 2009
Assets
Fixed maturities

Other investments

Total
As a percentage of total assets

Liabilities

Securities sold under agreements to
repurchase

As a percentage of total liabilities

December 31, 2008
Assets
Fixed maturities

Other investments

Total
As a percentage of total assets

Liabilities
Securities sold under agreements to

repurchase
As a percentage of total liabilities

b) Level 3 Financial Instruments

Quoted Prices in Significant
Active Markets Significant Unobservable
for Identical ~ Other Observable Inputs Total Fair
Assets (Level 1) Inputs (Level 2) (Level 3) Value
$ 33,679 $ 1,261,255  $ - $ 1,294934
- - 5,392 5,392
$ 33,679 $ 1,261,255  $ 5392 $ 1,300,326
1.4% 50.9% 0.2% 52.5%
$ -3 108,797  $ -3 108,797
- 5.8% - 5.8%
Quoted Prices in Significant
Active Markets Significant Unobservable
for Identical ~ Other Observable Inputs Total Fair
Assets (Level 1) Inputs (Level 2) (Level 3) Value
$ 38,527 $ 1,081,428 § - $ 1,119,955
- - 5,291 5,291
$ 38,527 $ 1,081,428 § 5291 $ 1,125,246
1.8% 50.8% 0.2% 52.8%
$ -3 232,646 $ - $ 232,646
- 14.4% - 14.4%
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The following table presents changes in Level 3 for our financial instruments measured at fair value on a recurring
basis for the six months ended June 30, 2009:

Other Investments: June 30, 2009
Balance — January 1 $ 5,291
Change in net unrealized gains (losses) — included in other comprehensive loss 106
Net realized gains (losses) — included in net income (15)
Net purchases or (sales) 10
Net transfers in (out of) of Level 3 -
Balance at end of period $ 5,392
12
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MAIDEN HOLDINGS, LTD.
Notes to Unaudited Condensed Consolidated Financial Statements
(in thousands (000’s), except per share data)
(Unaudited)
5. Goodwill and Intangible Assets

The following table shows an analysis of goodwill and intangible assets:

Accumulated
June 30, 2009 Gross Amortization Net Useful Life
Goodwill $ 49,747 $ - $ 49,747 Indefinite
State licenses 4,527 - 4,527 Indefinite
15 years
double
Customer relationships 51,400 (4,493) 46,907 declining
Net balance $ 105,674 $ (4,493) $ 101,181
Accumulated
December 31, 2008 Gross Amortization Net Useful Life
Goodwill $ 49,747 $ - $ 49,747 Indefinite
State licenses 5,000 - 5,000 Indefinite
15 years
double
Customer relationships 51,400 (1,253) 50,147 declining
Net balance $ 106,147 $ (1,253) $ 104,894

On October 31, 2008, the Company acquired the reinsurance operations of GMAC Insurance (GMACI), including its
book of assumed reinsurance business. As part of the transaction the Company’s wholly owned subsidiary Maiden
Holdings North America, Ltd. (“Maiden NA”) acquired GMAC RE LLC, the reinsurance managing general agent
writing business on behalf of Motors Insurance Corporation and the renewal rights for the business written by GMAC
RE. In connection with the transaction Maiden NA also entered into an agreement to acquire two licensed insurance
companies, GMAC Direct Insurance Company (“GMAC Direct”) and Integon Specialty Insurance Company (“Integon”).
Regulatory approval for the acquisition of Integon was received on July 27, 2009 and the acquisition is expected to be
consummated on September 1, 2009. The acquisition of GMAC Direct closed on December 23, 2008, and it was
renamed Maiden Reinsurance Company on February 2, 2009.

Goodwill and intangible assets are subject to annual impairment testing. No impairment was recorded during the three
and six months ended June 30, 2009. The Company currently estimates the amortization of the intangible assets with
finite lives for the years ended December 31, 2009, 2010, 2011, 2012 and 2013 to be $6,590, $5,808, $5,033, $4,362
and $3,781, respectively.

6. Trust Preferred Securities
On January 20, 2009, the Company completed a private placement of 260,000 units (the “Units”), each Unit consisting
of $1,000 principal amount of capital securities (the “Trust Preferred Securities””) of Maiden Capital Financing Trust (the

“Trust”), a trust established by Maiden NA, and 45 common shares, $.01 par value, of the Company (the “Common
Shares”), for a purchase price of $1,000.45 per Unit. This resulted in gross proceeds to the Company of $260,117,
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before $4,342 of placement agent fees and expenses. As a result, the Company issued 11,700,000 of its Common
Shares. Certain trusts established by Michael Karfunkel and George Karfunkel, two of the Company’s founding
shareholders, purchased an aggregate of 159,000 of the Units or 61%. The remaining 101,000 Units were purchased
by existing institutional shareholders of the Company.

The Trust used the proceeds from the sale of the Trust Preferred Securities to purchase a subordinated debenture (the
“Debenture”) in the principal amount of $260,000 issued by Maiden NA.

13
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MAIDEN HOLDINGS, LTD.

Notes to Unaudited Condensed Consolidated Financial Statements
(in thousands (000’s), except per share data)
(Unaudited)

6. Trust Preferred Securities (continued)

The Debenture was issued pursuant to an Indenture dated January 20, 2009 by and between the Maiden NA and
Wilmington Trust Company (“Wilmington”). The terms of the Debenture are substantially the same as the terms of the
Trust Preferred Securities. The interest payments by Maiden NA will be used by the Trust to pay the quarterly
distributions to the holders of the Trust Preferred Securities. The Indenture permits Maiden NA to redeem the
Debenture (and thus a like amount of the Trust Preferred Securities) at stated value plus one year’s interest together
with accrued and unpaid interest, if any, through the date of redemption at any time until January 15, 2014. On and
after January 15, 2014, Maiden NA may redeem any or all of the Debenture (and thus a like amount of the Trust
Preferred Securities) at stated value plus accrued and unpaid interest, if any, through the date of redemption. If the
Company redeems any amount of its Debenture, the Trust must redeem a like amount of the Trust Preferred
Securities. The Indenture permits Maiden NA, as long as no event of default has occurred and continues, to defer
interest payments on the Debenture for up to 20 consecutive quarterly periods, during which interest accrues and
compounds until paid.

Pursuant to separate Guarantee Agreements dated as of January 20, 2009 (each a “Guarantee Agreement”) with
Wilmington, as guarantee trustee, each of the Company and Maiden NA has agreed to guarantee the payment of
distributions and payments on liquidation or redemption of the Trust Preferred Securities.

As a consequence of the issuance of a majority of the Units to a related party under FASB Interpretation 46R
Consolidation of Variable Interest Entities (“FIN 46R”), the Trust is a variable interest entity and the Company is
deemed to be the Primary beneficiary and is required to consolidate the Trust. The issuance of common shares
associated with the Trust Preferred Securities resulted in an original issuance discount of $44,928 based on market
price on January 20, 2009. The discount is amortized over 30 years based on the effective interest method. The
Debentures and Trust Preferred Securities mature in 2039 and carry a stated or coupon rate of 14% with an effective
interest rate of 16.95%. As of June 30, 2009, the stated value of the Trust Preferred Securities was $215,096 which
comprises the principal amount of $260,000 and unamortized discount of $44,904.

7. Earnings Per Share

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

Three months Three months Six months Six months
ended ended ended June 30, ended June
June 30, 2009 June 30, 2008 2009 30, 2008
Net income available to commo