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STATEMENT AS OF SEPTEMBER 30, 2007 OF THE American Physicians Insurance Company

ASSETS

Current Statement Date 4
1 2 3
Net Admitted December 31
Nonadmitted Assets (Cal. 1 Prior Year Net
Assets Assets minus Col. 2) Admitted Assets
T BONGS . 159,610,696 |..................|...... 159,610,696 |...... 132,831,837
2. Stocks:
2.1 Preferred Stocks .. ... 6,707,793
2.2 0ommMON SIOCKS .. ...\ 6,187,055 | 6,187,055 | ...
3. Mortgage loans on real estate:
3 FIStliens ...
3.2 Otherthanfirstliens ......... ...
4. Realestate:
4.1 Properties occupied by the company (less$................. encumbrances) ...
4.2 Properties held for the production of income (less§................. encumbrances) ...
4.3 Properties held for sale (less$................. eNCUMDBFanCes) .............ooooiiii
5 Cash($........ 330,454 ), cash equivalents ($................. )
and short-term investments ($ ... .. 8,149,608 ) ... 8,480,062 | ... 8,480,062 |........ 5,922,819
6.  Contract loans (including$ ................. premium notes) ...
7. Otherinvested @ssets ... ... .o i 1,213,897 | 1,213,807 |........ 1,142,559
8. Receivables for SeCUMties .......... ... o i
9. Aggregate write-ins for invested @ssets . ............... 180,872 | ... 180,872 |......... 175,171
10.  Subtotals, cash and invested assets (Line TtoLine9) ... ... ... ... 175,672,582 | ... ... 175,672,582 |...... 146,780,179
1. Titleplantsless$.................. charged off (for Title insurersonly) ...
12, Investment income due and aCOTUBT . .......... ..ot Q1471 | 01,471 |......... 705,802
13. Premiums and considerations:
13.1" Uncollected premiums and agents' balances in the course of collection ......................................... | 19,134,068 | ... 19,134,068 |....... 14,819,581
13.2 Deferred premiums, agents' balances and installments booked but deferred and not yet due
(including$ ................. earned but unbilled premiums) ...
13.3  Accrued retrospective premiums ...
14, Reinsurance:
14,1 Amounts recoverable from reinSUrers ........... ... oo 53,480 | ... 53,480 |.......... 97,758
14.2  Funds held by or deposited with reinsured companies ........... ...
14.3  Other amounts receivable under reinsurance contracts ..o 3,399,128 | 3,399,128 |........ 8,729,107
15.  Amounts receivable relating to uninsured plans ...
16.1  Current federal and foreign income tax recoverable and interest thereon ...
16.2 Netdeferred tax asset .......... ... i 5,351,871 |........ 1,196,591 |........ 4,155,280 |........ 3,470,679
17, Guaranty funds receivable or ondeposit ........ .. ... W91 | W91 | 213,911
18.  Electronic data processing equipment and software ......... ... 8513 . 448,513 ...
19.  Furniture and equipment, including health care delivery assets ($................. )
20.  Net adjustment in assets and liabilities due to foreign exchangerates ....................
21, Receivables from parent, subsidiaries and affiliates ........... .. ...
22, Healthcare (§................. ) and other amounts receivable . ...
23.  Aggregate write-ins for other than invested assets ............ ... 201,487 ... 86,507 |......... 204,980 |........ 1,708,546
24.  Total assets excluding Separate Accounts, Segregated Accounts and Protected Cell Accounts (Line 10toLine23) ............|...... 205,526,511 |........ 1,283,098 |...... 204,243,413 |.... .. 176,585,563
25.  From Separate Accounts, Segregated Accounts and Protected Cell Accounts . ...
26, Totals (Line24andLine25) ... ... ..o 205,526,511 |........ 1,283,098 |...... 204,243,413 |...... 176,585,563
DETAILS OF WRITE-INS
0901. Directors and Officers Trust Fund ............ ... 180,872 | .o 180,872 |......... 175,171
838% OO O IO OO EDORNOURUORRNUE FOSUURUSRRURRDOONY ORDRRRRORRY
0998. Summary of remaining write-ins for Line 9 from overflow page ........ ... ..
0999. Totals (Line 0901 through Line 0903 plus Line 0998) (Line 9above) ...............cooiiiiioii 180,872 ..o 180,872 |......... 175,171
2301. Prepaid INSUFANCE ... ... ... 86,507 |.......... 86,507 | ... 1,673,088
2302. Accounts Receivable Other - Premium TaXes ... 204,980 ..o 204,980 |.......... 35,458
gggg Summary of remaining write-ins for Line 23 from overflow page ...\ f
2399. Totals (Line 2301 through Line 2303 plus Line 2398) (Line 23@bove) ..o 291,487 |.......... 86,507 |......... 204,980 |........ 1,708,546
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STATEMENT AS OF SEPTEMBER 30, 2007 OF THE American Physicians Insurance Company
LIABILITIES, SURPLUS AND OTHER FUNDS

1 2
Current December 31,
Statement Date Prior Year
1. Losses (current accident year § .. ... 27,648,000 ). ..o 48,221,923 |....... 44,431,664
2. Reinsurance payable on paid losses and loss adjustment eXpenses .......... ... .o
3. LSS adjUSIMENt BXPENSES . . ... 33,914,389 |....... 36,754,486
4. Commissions payable, contingent commissions and other similar charges. .. ......... ... .. 353,183 |.......... 364,386
5. Other expenses (excluding taxes, licenses and fees) . ...... ... .. 305,216 |.......... 188,996
6.  Taxes, licenses and fees (excluding federal and foreign income taxes) .. ... ... o
7.1 Current federal and foreign income taxes (including$................. on realized capital gains (0sses)) ... 1,416,445 ... ... 652,758
7.2 Netdeferred tax liability. . ... ... ...
8. Borrowedmoney$ .................. andinterest thereon S. .. ... ...
9. Unearned premiums (after deducting unearned premiums for ceded reinsurance of § ........ .. 343,280 and including warranty
reservesof § ................ I EUEUSERTE PN 39,333,607 |....... 35,061,053
10, AdVaNCe PremiUM . ...
11. Dividends declared and unpaid:
T4 StOCKNOIdETS. .. .. 152,560 |
1.2 Policyholders . . ... o
12. Ceded reinsurance premiums payable (net of ceding comMISSIONS) .......... .. .. ... o i 364,430 |........... 45,219
13. Funds held by company under reinsurance treaties ... ........... ... 5,928,604 |........ 4,003,206
14 Amounts withheld or retained by company for account of others.......... .. ... . 33,185 ... 520,242
15.  Remittances anditems notallocated. . ........ .o 1,118,120 |........ 1,944,063
16, Provision for reiNSUTANCE . .. ... o L
17, Net adjustments in assets and liabilities due to foreign exchange rates. ......... .. ...
18, Drafts outstanding. ... ... o
19.  Payable to parent, subsidiaries and affiliates . ............ ... 784,716 |........ 2,672,861
20, Payable for SECUMHIES . . ... ... .o
21, Liability for amounts held under uninsured plans. . . ... ..
22, Capitainotes$ .................. andinterestthereon$. ... .. ..
23, Aggregate write-ins for liabilities .. ... ... ... 4,395,399
24, Total liabilities excluding protected cell liabilities (Line 1through Line 23). ... .. .. ... 132,212,338 |...... 131,034,393
25, Protected cell liabilities . . .. ... .. ..o
26, Total liabilities (Line 24 and Line 25). . ... .. . oo 132,212,338 |...... 131,034,393
21, Aggregate write-ins for special sUrplus funds. . ... .. .. 10,226,799
28, Common capital SIOCK. . ... ... ... 10,000,000 |..................
29, Preferred capital STOCK . ... ... ... 10198 |
30.  Aggregate write-ins for other than special surplus funds . ......... ...
3 SUIIUS MO . .
32. Gross paid in and contributed SUTPIUS. .. ... ... ... o 47,844910 ...
33, Unassigned funds (SUMPIUS). .. ... . o 14,175,967 |....... 35,324,311
34, Less treasury stock, at cost:
M shares common (value includedin Line 28 ................. )
M2 shares preferred (value includedinLine 29§ ................. )
35.  Surplus as regards policyholders (Line 27 through Line 33, lessLine 34) .. ... .. ... 72,031,075 |....... 45,551,170
30, Ot 204,243,413 ... 176,585,563
DETAILS OF WRITE-INS
2301. Unearned Member Maintenance FEES. ... o 4,395,399
230, e
230,
2398. Summary of remaining write-ins for Line 23 from overflow page. ......... ...
2399. Totals (Line 2301 through Line 2303 plus Line 2398) (Line 23@bove). ........ ... o i 4,395,399
2701
2102
2703
2798. Summary of remaining write-ins for Line 27 from overflow page. . ...
2199. Totals (Line 2701 through Line 2703 plus Line 2798) (Line 27.abOVE) .. ... .. oo 10,226,799
3000,
3002,
3003, e
3098. Summary of remaining write-ins for Line 30 from overflow page. ...
3099. Totals (Line 3001 through Line 3003 plus Line 3098) (Line 30@bove) . ... ... o i
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STATEMENT AS OF SEPTEMBER 30, 2007 OF THE American Physicians Insurance Company

STATEMENT OF INCOME

1 2 3
Current Year Prior Year Prior Year Ended
to Date to Date December 31
UNDERWRITING INCOME
1. Premiums earned:
1.1 Direct (written$ ... 52,749,330 ) ..o 52,858,361 |...... 50,150,770 |...... 65,862,384
1.2 Assumed (WIitten § . )
1.3 Ceded (written§ ... (1,515,235) ). .o (1,529,055) |....... 5,770,609 |....... 5,390,837
1.4 Net (written§ ... 54,264,571 ) L 54,387,416 |...... 44,380,161 |...... 60,471,547
DEDUCTIONS:
2. Losses incurred (current accident year $ ... ... 14,268,000 ):
2.1 DB . 2,985,211 |...... 14,164,747 |...... 16,417,528
2.2 ASSUMEA . ... (179,000 |........ (597,920 |........ (399,920)
2.3 CBUB . (8,304,639) [......... 822,598 |....... 1,032,169
24 NBt 11,110,850 |...... 12,744,229 |...... 14,985,439
3. LOSS eXPENSESINCUITEA .. ... ... 8,081,117 |...... 17,135,231 |...... 23,984,433
4. Other underwriting eXpenses iNCUTed. . . ... .. .. .. 9,708,124 |...... 10,536,331 |...... 13,978,744
5. Aggregate write-ins for underwriting deductions .. ... ...
6. Total underwriting deductions (Line 2through Line 5) ....... ... ... 28,900,091 |...... 40,415,791 |.... .. 52,948,616
7. Netincome of protected cells. ... ... ... ..
8. Net underwriting gain (loss) (Line 1minusLine6plusLine 7)....... .. ... . 25,487,325 |....... 3,964,370 |....... 7,522,931
INVESTMENT INCOME
9. Netinvestmentincome €ared. .............o 5,783,167 |....... 4,319,766 |....... 6,190,438
10. Net realized capital gains (losses) less capital gains tax of $ ... ... (1,019,368) ... (1,893, 113)f......... 215,680 |........... 3,677
11. Netinvestment gain (loss) (Line 9plusLine 10) ... ... .. 3,890,054 |....... 4,535,446 |....... 6,194,115
OTHER INCOME
12, Net gain or (loss) from agents' or premium balances charged off (amount recovered $...........................
amount charged off § .. )
13.  Finance and service charges not included in premiums . ... 96,537 |......... 237,881 |......... 283,057
14.  Aggregate write-ins for miscellaneous income. ......... ... 8,024,970 |...... 10,380,731
15. Total other income (Line 12through Line 14) . ... .. ... 96,537 |....... 8,262,851 |...... 10,663,788
16.  Net income before dividends to policyholders, after capital gains tax and before all other federal and
foreign income taxes (Line 8 plus Line 11plusLine 15) ... ... .. ... 29,473,916 |.... .. 16,762,667 |...... 24,380,834
17, Dividends to policyholders ... ... . ...
18.  Net income, after dividends to policyholders, after capital gains tax and before all other federal and
foreign income taxes (Line 16 minusLine 17) . ... . 29,473,916 |.... .. 16,762,667 |...... 24,380,834
19.  Federal and foreign income taxes incurred. . ........ .. ... 12,734,245 | ... 6,440,621 |....... 8,826,519
20. Netincome (Line 18 minus Line 19) (toLine 22) .. ... ... o o 16,739,671 |...... 10,322,046 |...... 15,554,315
CAPITAL AND SURPLUS ACCOUNT
21, Surplus as regards policyholders, December 31 prioryear .. ........ ... .. ... 45,551,170 |.... .. 29,789,112 |.... .. 29,789,112
22, Netincome (fromLine 20) ....... ..o 16,739,671 |...... 10,322,046 |...... 15,554,315
23. Net transfers (to) from Protected Cell accounts. ............ ... e
24, Change in net unrealized capital gains or (losses) less capital gains tax of § ......... (259,313) .o (481,580)........ (104,150) [.......... 26,704
25.  Change in net unrealized foreign exchange capital gain (10SS)............ ...
26. Change innet deferred income tax .. ... ... ... 1,621,879 |......... 845,931 |......... 366,506
27, Change innonadmitted @SSets. . . ... .. .. o (1,218,666) | ......... (97,605) |......... 155,254
28. Change in provision for reinSUranCe ............. ..o
29, Change in SUrplUS MOtES . . ... .. ... o
30. Surplus (contributed to) withdrawn from protected cells .. ...
31, Cumulative effect of changes in accounting principles . . ... e
32. Capital changes:
320 PaIN 10,000,000 | ...
32.2 Transferred from surplus (Stock Dividend) . ...... ... ... IT,844.910 ...
32.3 Transferred O SUMPIUS. . ... ... o
33, Surplus adjustments:
330 PaIN . .
33.2 Transferred to capital (Stock Dividend) . ... ....... ... (27,646,960) | ...
33.3 Transferred from capital . ... ...
34, Netremittances fromor (to) Home Office............... .
35. Dividends to Stockholders. . ... ..o (152,550) | ..o
36. Changeintreasury stock ......... ... .
37, Aggregate write-ins for gains and losses in SUMPIUS. ... ... ... (10,226,799)|........ (212,119)|........ (340,721)
38.  Change in surplus as regards policyholders (Line 22 through Line 37). ... .. .. . 26,479,905 |...... 10,693,503 |...... 15,762,058
39. Surplus as regards policyholders, as of statement date (Line 21 plus Line 38) ........... .. ... ] 72,031,075 |...... 40,482,615 |.... .. 45,551,170
DETAILS OF WRITE-INS
080T
0002,
0003,
0598. Summary of remaining write-ins for Line 5 from overflow page. . ...
0599. TOTALS (Line 0501 through Line 0503 plus Line 0598) (Line 5above). ...
1401. Member Maintenance Contributions. . . ... o e 8,024,970 |...... 10,387,839
1402, Miscellanious INCOME . . ... ... o (7,108)
03,
1498. Summary of remaining write-ins for Line 14 from overflow page. ........... ...
1499. TOTALS (Line 1401 through Line 1403 plus Line 1498) (Line 14 above)...............oooo i [ 8,024,970 |...... 10,380,731
3701. Change in Subscriber DEpOSIES. ... ... ... oo (10,226,799)|........ (212,119)|........ (340,721)
310
3108,
3798. Summary of remaining write-ins for Line 37 from overflow page. . ...
3799. TOTALS (Line 3701 through Line 3703 plus Line 3798) (Line 37@bOVe). . ...........ooiii (10,226,799)........ (2, 19........ (340,721)
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STATEMENT AS OF SEPTEMBER 30, 2007 OF THE American Physicians Insurance Company

CASH FLOW

W R —~

oo~

. Total (Line 5 through Line9)

. Net cash from investments (Line 12.8 minus Line 13.7 minus Line 14)

. Net cash from financing and miscellaneous sources (Line 16. 1 through Line 16.4 minus Line 16.5 plus Line 16.6)

. Net change in cash, cash equivalents and short-term investments (Line 11 plus Line 15 plus Line 17)

Cash from Operations

Premiums collected net Of FeINSUrANCE . . .. ... .. o
Net INVEStMENt INCOME . .
ISl aNEOUS INCOME . . . .

Total (Line 1through Line ) . ..o

Benefit and loss related payments
Net transfers to Separate Accounts, Segregated Accounts and Protected Cell Accounts ............ ...
Commissions, expenses paid and aggregate write-ins for deductions. ......... ... ...
Dividends paid to policyholders . . ... ... . .o
Federal and foreign income taxes paid (recovered) netof $ .................. tax on capital gains (losses)

. Net cash from operations (Line 4 minus Line 10) ... ... ... .. o

Cash from Investments

. Proceeds from investments sold, matured or repaid:

20 BOMAS
12,2 SHOCKS
12.3 Mortgage loans
124 RealESae ...
12,5 OtneriNVESted @S5I . .. ...
12.6 Net gains or (losses) on cash, cash equivalants and short-terminvestments.................. ...
12.7 MiSCEllANEOUS PrOCEEAS . . .. .. o

12.8 Total investment proceeds (Line 12.1through Line 12.7) . ... ... o

. Cost of investments acquired (long-term only):

1 BONAS -
S0CKS
Mortgage loans
Real BState .
Other INVEStEd @SSt . .. ..o
Miscellaneous applications . . .. .. ... ... o

Total investments acquired (Line 13. 1 through Line 13.6)

. Netincrease or (decrease) in contract loans and premium notes ... ... ... ... ..

Cash from Financing and Miscellaneous Sources

. Cash provided (applied):
16.1

Surplus notes, Capital NOTES . ... ...
Capital and paid in surplus, less treasury stock
BOrrOWed fUNAS . ...
Net deposits on deposit-type contracts and other insurance liabilities . .......................
Dividends t0 STOCKNOIABIS .. .. ... .
Other cash provided (applied)

RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS

. Cash, cash equivalents and short-term investments:

190 BegIMMING Of YO .
19.2 Endof period (Line 18 plus Line 19. 1) ... oo

1 2
Current Year Prior Year Ended
To Date December 31
............... 58,371,756 |............... 57,106,264
................ 5,380,741 |................ 5,758,320
................. (110,550) | ................ 9,541,773
............... 63,641,947 ... 72,412,357
................ 7,351,740 |................ 8,906,474
953,957 |............. 29,083,540
095190 | T 5T M
............... 41,256,887 |............... 45,560,165
............... 22,385,060 |............... 26,852,192
............... 14,072,949 |............... 35,126,004
................ 4,204,395 | ... 1,692,013
o000
............... 18,277,344 | ............... 36,928,017
............... 44,340,046 |............... 59,313,117
................ 3,718,752 | ................ 2,832,463
............... 48,058,798 |............... 62,145,580
.............. (29,781,454)|.............. (25,217,563)
10,000,000 |
(48,363 | (26,253)
................ 9,953,637 |.................. (26,25)
................ 2,557,243 | ................ 1,608,376
................ 5,922,819 | ... 4,314,443
................ 8,480,062 |................5922,819

Note: Supplemental disclosures of cash flow information for non-cash transactions:

20.0001
20.0002
20.0003
20.0004
20.0005
20.0006
20.0007
20.0008
20.0009
20.0010
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STATEMENT AS OF SEPTEMBER 30, 2007 OF THE American Physicians Insurance Company
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A.  Accounting Practices

Statutory Accounting Practices—The accompanying financial statements have been prepared in conformity with
insurance accounting practices prescribed or permitted by the Texas Department of Insurance, which are designed
primarily to reflect the Company's ability to meet obligations to its policyholders. The state of Texas has adopted the
National Association of Insurance Commissioners (“NAIC”) statutory accounting practices (“ SAP”) as the basis of its
statutory accounting practices except that it has retained certain prescribed practices.

In the preparation of the accompanying statutory financial statements, the Company has not utilized any accounting
practices, which are considered to be permitted practices.

The above prescribed statutory accounting practices differ from accounting principles generally accepted in the United
States of America (“GAAP”) followed by other business enterprises in determining financial position and results of
operations.

B. Use of Estimated in the Preparation of the Financial Statements

The preparation of the statutory financial statements requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates. Significant estimates included in the accompanying financial statements are the
reserve for losses and |oss adjustment expenses, reinsurance premiums payable and premiums ceded.

C.  Accounting Policy

The Company issues policies written on a claims-made basis. The Company is currently licensed to issue policiesin
Texas, Arkansas and Oklahoma. A claims-made policy provides coverage for claims reported during the policy year.
The Company charges both a base premium and a premium maintenance fee. Policies are written for a one-year term
and premiums and maintenance fees are earned on a pro-rata basis over the term of the policy. Premium maintenance
fees are charged to offset the costs incurred by the Company to issue and maintain policies. The reserve for unearned
premiums and maintenance fees are determined on a monthly pro rata basis. Upon termination of coverage, members
may purchase an extended reporting period (tail) endorsement for additional periods of time. These extended reporting
period coverage endorsements are earned when written.

Expenses incurred in connection with acquiring new insurance business, including such acquisition costs as sales
commissions, are charged to operations as incurred.

Adoption of a Change in Statutory Presentation— Beginning in 2007, the Company adopted a change in presentation
of maintenance fees. The Company charges both a base premium and a premium maintenance fee. Policies are written
for a one-year term and premiums and maintenance fees are earned on a pro-rata basis over the term of the policy.
Premium maintenance fees are charged to offset the costs incurred by the Company to issue and maintain policies.
Effective with the first quarter filing in 2007, all maintenance fees are reported inclusive with premiums. Prior to 2007
maintenance fees were reported as a separate write-in line on the balance sheet for accounts receivable and unearned
premiums, and also as awrite-in line on the income statement, and for cash flow they were previously included as
miscellaneous income. Since maintenance fees have all the characteristics of premiums thisis an appropriate
classification change. Thistreatment is also consistent with how the Company has accounted for premium tax filings
submitted to the states in which it writes business. This change in accounting presentation had no impact on the
Company's Statutory Surplus for the nine months ending September 30, 2007 or year ended December 31, 2006.

D. Inaddition, the Company uses the following accounting policies:

i. Short-term investments are stated at amortized cost using the interest method.

ii. Investment grade bonds not backed by other loans are stated at amortized cost using the scientific interest method.
Non-investment grade bonds with NAIC designations of 3 through 6 are stated at the lower of amortized value or
fair value.

iii. Common Stocks are stated at fair value.

iv. All single class and multi-class mortgage-backed/asset-backed securities (e.g., CMOs) are adjusted for the effects
of changes in prepayment assumptions on the related accretion of discount or amortization of premium of such
securities using either the retrospective or prospective methods. If it is determined that a declinein fair valueis
other than temporary, the cost basis of the security iswritten down to the undiscounted estimated future cash
flows.

v. Unpaid losses and |oss adjustment expenses include an amount determined from individual case estimates and loss
reports and an amount, based on past experience, for losses incurred but not reported. Such liabilities are
necessarily based on assumptions and estimates and while management believes that the amount is adequate, the
ultimate liability may be in excess of or less than the amount provided. The methods for making such estimates
are continually reviewed with outside actuaries and any adjustments are reflected in the period determined.
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STATEMENT AS OF SEPTEMBER 30, 2007 OF THE American Physicians Insurance Company
NOTES TO FINANCIAL STATEMENTS

2. ACCOUNTING CHANGES AND CORRECTIONS OF ERRORS
A. Materia Changesin Accounting Principles
There were no material changes in accounting principles.
B. Correction of Errors
There were no corrections due to errors.
3. BUSINESSCOMBINATIONS AND GOODWILL
A. Statutory Purchase Method
Not applicable
B. Statutory Merger
Not applicable
C. Impairment Loss

During the three months ended September 30, 2007, APIC saw a significant and rapid decline in the market value of

its Alt-A mortgage backed securitites, particulary those with an A rating. The majority of collateralized mortgage
obligations (CMOs) in our portfolio have underlying mortgages categorized as “Prime” quality loans, and none of our
CMO' s have underlying mortgages classified as “ Subprime.” However, within our portfolio there are eleven CMO
securities classified as “ Alternative-A” or “Alt-A”. These Alt-A securities are generally considered to have underlying
mortgages with underwriting characteristics that are stronger than “ Subprime” mortgages but |ess stringent than “ Prime”
mortgages. |n evaluating this decline, APIC considered the deepening national housing crisis and its potential effects on
the underlying collateral and concluded that the decreasesin value of its A rated Alt-A securities should be considered
"other than temporary" as defined in Statements of Financial Accountings Standards No. 115, Accounting for Certain
Investments in Debt and Equity Securities, and SSAP No. 43, Loan-backed and Structured Securities. The amount of the
pretax charge to earnings associated with this adjustment for the three months ended September 30, 2007, is $3,654,000
bringing our total carrying value in Alt-A securities to $14,156,000 from $17,810,000 as of September 30, 2007. While
we have the ability and the intent to hold all of our Alt-A securities indefinitely, we will continue to monitor and evaluate
these securities and their underlying collateral.

4. DISCONTINUED OPERATIONS
Not applicable

5. INVESTMENTS
A. Mortgage Loans

Not applicable
B. Debt Restructuring

Not applicable
C. Reverse Mortgages

Not applicable

D. Loan-Backed Securities
i. The Company uses the prospective method of amortization.
ii. The Company uses broker dealer survey values for prepayment assumptions for single class and multi-class
mortgage-backed/asset-backed securities.
E. Repurchase Agreements
Not applicable
F. Real Estate Impairment and Retail Land Sales
Not applicable

6. JOINT VENTURES, PARTNERSHIPSAND LIMITED LIABILITY COMPANIES
Not applicable
7. INVESTMENT INCOME

The Company has no investment income that is over 90 days past due.

8. DERIVATIVE INSTRUMENTS
Not Applicable
9. INCOME TAXES
A.  TheExchange will file afina Federal Income Tax Return as an Exchange as of March 31, 2007. Subsequent to the

merger on April 1, 2007 the Company will file a consolidated Federal Income Tax Return with American Physicians
Service Group ("APSG"), its new parent company.
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B. At September 30, 2007, the Company did not have any unused operating loss carry forward to offset future taxable
income. The amount of federal income taxes incurred in the current and prior years that will be available for
recoupment in the event of current year or future net lossesis $11,714,877, $8,922,000, $4,551,100, and $3,327,800
from the first nine months of 2007, and the years 2006, 2005, and 2004, respectively.

C.  The Company does not have any refunds due from the Internal Revenue Service as of September 30, 2007.

D.  The components of net deferred tax asset is as follows:

9/30/07 12/31/06 Change

(1) Total gross deferred tax assets

(admitted and non-admitted) $5,950,323 $4,223,689 $1,726,634
(2) Total gross deferred tax liabilities 598,452 753,009 (154,557)
(3) Net deferred tax asset 5,351,871 3,470,680 1,881,191
(4) Non-Admitted deferred tax assets (1,196,591) 0 (1,196,591)

in accordance with SSAP No. 10

(5) Net Admitted deferred tax asset $4,155,280 $3,470,680 $ 684,600

E. Unrecognized Deferred Tax Liabilities
None

F. Current Tax and Change in Deferred Tax

The provisions for income taxes incurred on earnings for the nine months and year ended September 30, 2007 and
December 31, 2006 are as follows:

2007 2006
Federal income taxes on operations $12,734,245 $8,826,519
Federal income taxes on realized capital gains (1,019,368) 1,980
Federal Income Taxes Incurred $11,714,877 $8,828,499

The tax effect of temporary differences that give rise to significant portions of the deferred tax assets and

deferred tax liabilities are as follows:

Deferred tax assets: 9/30/07 12/31/06
(1) Lossreserve discounting $1,741,099 $1,792,551
(2) Changein unearned prem. reserve 2,930,416 2,431,138
(3) Write down for Impairment of losses on investments 1,278,809 -0-
Tota Deferred Tax Assets $5,950,324 $4,223,689
Non-admitted deferred tax asset (1,196,591) -0-
Admitted deferred tax assets $4,753,733 $4,223,689
Deferred tax liabilities:
(1) Unredlized gain on investments $ 259,313 $ 681,404
(2) Other 339,140 71,605
Total Deferred tax liabilities $ 598,453 $ 753,009
Net Admitted Deferred Tax Assets $4,155,280 $3,470,680
The change in net gross deferred income taxes is comprised of the following:
9/30/07 12/31/06 Change
Total gross deferred tax assets $5,950,324 $4,223,689 $1,726,635
Total gross deferred tax liabilities 598,453 753,009 (154,556)
Net Gross Deferred Tax Asset $5,351,871 $3,470,680 $1,881,191

G. Theincome tax benefit incurred and change in deferred income tax for the nine months ended September 30, 2007, and
year ended December 31, 2006, differs from the amount computed by applying the federal statutory rate of 35% for 2007
and 2006 to income before income tax as follows:

2007 2006
Provision computed at statutory rate $9,959,091 $8,538,195
Discounting of reserve (51,452) 391,769
Adjustment on unearned premiums 499,278 25,348
Adjustments on prior year taxes 247,809 (86,225)
Write-down of impaired securities 1,278,809 -0-
Recoveries on structured annuities (24,968) (4,532)
Accrual of amortization (148,769) (21,531)
Other (44,921) (14,525)
Total Statutory Income Taxes $11,714,877 $ 8,828,499

10. INFORMATION CONCERNING PARENT, SUBSIDARIESAND AFFILIATES
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STATEMENT AS OF SEPTEMBER 30, 2007 OF THE American Physicians Insurance Company
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A. American Physicians Insurance Exchange ("Exchange") was organized in 1975 under Article 19 of the Texas Insurance
Code as a Reciprocal Exchange and did not have any stockholders until April 1, 2007.

B. The Exchange was managed by an "Attorney-in-Fact,” APS Facilities Management Inc. ("FMI") up to March 31, 2007.
The management agreement between FMI and the Exchange basically provided for full management by FMI of the
affairs of the Exchange under the direction of the Exchange's Physician Board of Directors. Subject to the direction of
the Board, FMI sold and issued policies, investigated, settled and defended claims and otherwise managed the
Exchange's affairs. In consideration of performing its services, FMI received a percentage fee based on APIE's earned
premiums (before payment of reinsurance), as well as a portion of APIE's profits. FMI paid salaries and personnel
related expenses, rent and office operations costs, data processing costs and many other operating expenses of APIE.
APIE was responsible for the payment of claims, claims expenses, peer review expenses, directors fees and expenses,
legal, actuarial and auditing expenses, its taxes, outside agent commissions and certain other expenses.

C. American Physicians Service Group, Inc. (“APSG”) (NASDAQ: AMPH) isthe parent company for the wholly-owned

APS Facilities Management, Inc. (“FMI”) who manages the Exchange under an attorney-in-fact contractual
arrangement. The Exchange’ s Board of Directors on June 1, 2006 adopted and approved a plan of conversion and

merger agreement with APSG and authorized the execution of these documents. The APIE board of directors agreed
on amerger transaction in which, immediately after APIE converts from a Texas reciprocal insurance exchangeto a
Texas stock insurance company and changes its name to American Physicians Insurance Company (“APIC"), a newly
formed, wholly owned subsidiary of APSG will merge into APIC, with APIC becoming a wholly owned subsidiary of
APSG.

The TDI issued a Consent Order dated January 26, 2007, which placed some conditions for the conversion and merger
to occur. The Securities and Exchange Commission declared the Company’ s joint registration and proxy statement
effective on February 1, 2007. On March 22, 2007, a special meeting of APIE subscribers was held approving this
transaction and APSG shareholders also approved the merger on the same day. This transaction closed effective April
1, 2007.

11. DEBT
Not applicable

12. RETIREMENT PLANS, DEFERRED COMPENSATION, POST-EMPLOYMENT BENEFITSAND
COMPENSATED ABSENCESAND OTHER POST-RETIREMENT BENEFIT PLANS

All compensation and employee related plan expenses, if any, are paid by the managing general agent and the Company
does not assume any liability for these expenses.

13. CAPITAL AND SURPLUS, DIVIDEND RESTRICTIONS AND QUASI-REOGANIZATIONS

A. The Company is astock insurance company and has one shareholder (APSG) effective with the merger on April 1,
2007.

B. The Company has no surplus debentures or subscriber deposits as of September 30, 2007.

C. Generd information on Subscriber deposits follows:

i From inception of the Exchange through March 1992, as periodically determined and approved by the APIE
Board of Directors, eligible physicians desiring to purchase insurance though the Exchange were required to
make a refundable subscriber deposit. The amount of refundable deposit varied during this period from $1,000
to $15,000 based on medical specialty. For refundable deposits made to the Exchange prior to January 1, 1987,
interest was accrued on the outstanding balance. Effective January 1, 1989, accrual of interest on refundable
deposits was suspended by the APIE Board of Directors. Refundable deposits made subsequent to January 1,
1987, were non-interest bearing. As of December 31, 2006, the Exchange had $10,226,800, which included
accrued interest remaining on subscribers’ deposits of $38,000, respectively. Effective with the merger on April
1, 2007, all subscriber deposits and accrued interest were converted into the Company's mandatorily redeemable
preferred stock. Simultaneoudly with the merger on the same date, the individual holders of the Company's
mandatorily redeemable preferred stock exchanged all of the Comapny's outstanding preferred stock for
mandatorily redeemable preferred stock of the Company's parent, APSG. As such APSG now owns all of the
Company's outstanding common and preferred stock. APSG is required to redeem all of the preferred shares
issued to the Company's former subscribers at arate of $1,000,000 per year plus a 3% annual dividend until all
such shares are redeemed.

Prior to the merger, The Exchange requested authority from the Texas Department of Insurance (“TDI”) to
return Subscriber Deposits for individuals who are no longer active policyholders. TDI has authorized partial
pro-rata distributions of subscriber deposits to former subscribers. The Exchange’ s Board of Directors elected
not to authorize distributions in 2006. The Exchange’'s Board of Directors elected to authorize maximum
distributions of $200,000 for 2005. The Board of Directors may elect to continue to refund up to $200,000 per
year in the future contingent on specific TDI requirements. The TDI has authorized the Exchange to return full
subscriber deposits to active policyholders upon death, disability, or retirement. Total refunds made in the nine
months ended September 30, 2007and the year ended 2006 were $(50,500), and $73,700, respectively. The first
nine months of 2007 refunds were negative due to cancellations of prior checksissued and not cashed. All
subscriber deposits were converted into mandatorily redeemable preferred stock on April 1, 2007.

iii. Beginning in 1991, physicians who were previously members of the Exchange and subsequently return are allowed
to convert their current refundable deposits as consideration for reduced premiums and satisfies any current and
future subscriber deposit requirements. The Exchange continued to allow existing subscribers to convert their
refundable deposits in this manner up to April 1, 2007, the date of the merger. The amount of such conversions
was $79,300 and $267,100 during the first quarter 2007 and the year ended 2006, respectively.

iv. The portion of unassigned surplus represented by cumulative unrealized gains (net of taxes) as of September
30,2007 is $41,222.
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14. CONTINGENCIES
A. Contingent commitments
The Company did not have any contingent commitments as of September 30, 2007.
B. All other Contingencies
Various lawsuits against the Company have arisen in the normal course of the Company’s business. It is management’s

opinion that liabilities, if any, arising from these claims will not have a significant adverse effect on the statutory
financial position, results of operations, or cash flows of the Company.

15. LEASES
The Company had no lease commitmentsin force at September 30, 2007.

16. INFORMATION ABOUT FINANCIAL INSTRUMENTSWITH OFF-BALANCE SHEET RISK AND
FINANCIAL INSTRUMENTSWITH CONCENTRATIONS OF CREDIT RISK

None
17. SALE, TRANSFER AND SERVICING OF FINANCIAL ASSETSAND EXTINGUISHMENT OF LIABILITIES
None
18. GAIN/LOSSFROM UNINSURED A & H PLANS
Not applicable
19. DIRECT PREMIUM WRITTEN BY MANAGING GENERAL AGENTSTHIRD PARTY ADMINISTRATORS

A. American Physicians Insurance Agency, Inc. EIN 75-1212528
1301 Capital of Texas Hwy., Suite C-300, Austin, Texas 78746

B. American Physicians Insurance Agency, Inc. does not hold an exclusive contract.

C. American Physicians Insurance Agency, Inc. islicensed to write multi-lines of coverage. However, its businessis
concentrated in medical malpractice.

D. American Physicians Insurance Agency, Inc. has the authority to solicit business for those lines of insurance the
Company is authorized to write, to advertise the Company's name, recruit and appoint agents, and perform those
actions necessary for its Agency to fulfill its duties under the terms of its contract.

20. SEPTEMBER 11 EVENTS
No losses were incurred as aresult of the terrorist attacks of September 11, 2001.
21. OTHERITEMS
The Company elected to use truncation in reporting amounts in the statement.
22. SUBSEQUENT EVENTS
None.

23. REINSURANCE

A. Unsecured reinsurance recoverables at September 30, 2007, that exceeded 3% of the Company's's surplus are
summarized as follows:

Authorized Reinsurance Companies

EIN # COMPANY NAME AMOUNT
13-1675535 Swiss Reinsurance 12,557,791
AA-1122000 Hannover Ruckversicherrungs AG 2,057,062
06-0237820 Ace Tempest RE USA 2,017,552
13-5616275 Transatlantic Reinsurance 4,087,621

B. The Company had no reinsurance recoverable in dispute at September 30, 2007.

C. Reinsurance Assumed And Ceded:
i.  Theamount of return commission due reinsurers on assumed and ceded premiums at September 30, 2007 was $0.
ii. The Company did not have any adjustment commissions based on reinsurance loss experience or profit sharing.
iii. The Company's reinsurance treaties are on a calendar year basis for reported claims. When the Company's
insured' s policies have coverage for prior acts being reported under the current policy, these acts are also covered
under the Company's reinsurance treaties.
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iv. The Company had assumed reinsurance liabilities on medical professional liability policies written by other
insurance companiesin the state of Texas. In the course of assuming this business, the Company has established
letters of credit, for the benefit of those ceding companies, in the amount of $800,000 and pledged assets in the
amount of $840,000 to secure those |etters of credit.

D. Uncollectible Reinsurance
The Company did not write off any reinsurance balances due during 2007.
E. Commutation of Ceded Reinsurance
The Company did not commute any of its reinsurance in 2007.
F. Retroactive Reinsurance
Not applicable
G. Premium Adjustments Profit/(Loss)

The Company enters into reinsurance contracts, which provide coverage for losses in excess of the Company’s
retention of $250,000 on individual claims and beginning in 2002, $350,000 on multiple insured claims related to
asingle occurrence. The 2007 reinsurance contract provides for the same terms with the Company retaining an
additional 20% of the risk above the aforementioned retention levels. The reinsurance contracts for 2002 through
2007 contain variable premium ceding rates based on loss experience. The actual percentage rate charged under
these contracts will depend upon the devel opment of ultimate losses devel oped to the reinsured under the
reinsurance treaties.

Consistent with SSAP 62, during the current year, the ceded premium charged under these contracts will depend
upon the development of ultimate losses ceded to the reinsurers under their retrospective treaties. Estimates of
ultimate reinsurance ceded premium amounts compared to the amounts paid on a provisional basis are reviewed by
treaty year, with each treaty year giving rise to either an asset or liability on the balance sheet. For the nine months
ended September 30, 2007, the Company recorded $8.0 million in positive development for the treaty years 2002
through 2006 based on outside actuarial review. Additionally, each treaty year requires a 24 or 36-month holding
period before any cash can be returned or paid. During the nine months ending September 30, 2007, the Company
received $13.8 million due to the expiration of the 2003 treaty year 36-month holding period and the 2004 treaty
year 24-month holding period.

24. RETROSPECTIVE RATED CONTRACTS & CONTRACTSSUBJECT TO REDETERMINATION
Not applicable

25. CHANGESIN INCURRED LOSSESAND LOSSADJUSTMENT EXPENSES

The reserve for unpaid losses and loss adjustment expenses represent the estimated liability for unpaid claims reported to
the Company, plus claims incurred but not reported (“IBNR") and the related estimated loss adjustment expenses. The
reserve for losses and 1oss adjustment expenses is determined based on the Company’ s actual experience, available
industry data and projections as to future claims frequency, severity, inflationary trends and settlement patterns.

The Company writes medical malpractice policies which have alengthy period for reporting aclaim (tail coverage) and a
long process of litigating a claim through the courts and whose risk factors expose its reserves for loss and 1oss adjustment
expenses to significant variability. These conditions subject the Company’s open reported claims and incurred but not
reported claims to increases due to inflation, changes in legal proceedings, and changes in the law. While the anticipated
effects of inflation isimplicitly considered when estimating reserves for loss and loss adjustment expenses, the increase in
average severity of claimsis caused by a number of factors. Future average severities are projected based on historical
trends adjusted for changes in underwriting standards, policy provisions, and general economic trends. Those anticipated
trends are monitored based on actual experience and are modified as necessary to reflect any changes in the devel opment of
ultimate losses and | oss adjustment expenses to the Company. These specific risks, combined with the variability that is
inherent in any reserve estimate, could result in significant adverse deviation from the Company’s carried net reserve
amounts. Settlement of the Company’s claimsis subject to considerable uncertainty. The Company’ s management believes
the reserves for loss and loss adjustment expenses are reasonably stated for all obligations of the Company as of September
30, 2007 and December 31, 2006.

The following table reflects the activity in the liability for reserve for losses and |oss adjustment expenses showing the
changes for the twelve month periods beginning January 1, 2006 and ending December 31, 2006 and the nine month period
ending September 30, 2007 (in thousands):

(In thousands)

2007 2006

Balance at January 1 $81,186 $66,195

Less: Reinsurance Recoverable Paid L osses 98 262
Net Balance at January 1 $81,088 $ 65,933
Incurred, net of reinsurance, related to:

Current years $ 30,659 $43,431

Prior years (11,469) (4,461)
Net Incurred $19,190 $ 38,970
Paid, net of reinsurance, related to:

Current years $ 3,053 $ 4,820

Prior years 15,136 18,995
Total Net Paid $ 18,189 $ 23,815
Net Balance at Period End $ 82,089 $ 81,088

Plus. Reinsurance Recoverable Paid Losses 53 98
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Balance at Period End $82,142 $81,186

26.

27.

28.

29,

30.

31.

32.

33.

34.

35.

Incurred—net of reinsurance for the current years relates to incurred loss and loss adjustment expense related to
premium earned in that period, also referred to as accident year. Incurred—net of reinsurance for the prior years
represents the total net change in estimates charged or credited to earnings in the current year with respect to liabilities
that originated and were established in prior years. As noted in the table above, for the nine months ended September 30,
2007, our current accident year loss and |oss adjustment expenses was increased $30,659,000. In addition, we incurred
favorable development for allocated loss adjustment expenses of $11,469,000 for prior years' claims. The $11,469,000
of favorable development was primarily the result of loss severity for the 2002 through 2006 report years devel oping
favorably compared to prior period estimates. In addition, the total number of claims closed with indemnity for these
report years were less than prior estimates.

INTERCOMPANY POOLING ARRANGEMENTS

The Company is not part of an affiliated group of insurers and does not have any pooling arrangements.
STRUCTURAL SETTLEMENTS
The Company has purchased annuities at various timesin resolution of claims of which the claimant is payee. In each
case, release of liability was obtained from the claimants and the Company's contingent liability was assigned to the
annuity life insurance carrier, who assumed responsibility for payment of benefits to the claimant.
Other invested assets at September 30, 2007 and December 31, 2006, consists of a structured annuity recorded at net
present value in the amount of $1,213,900, and $1,142,600, respectively. During 1985, the Company purchased a
structured annuity to settle a claim. Under the terms of the structured annuity, upon the death of the claimant, certain
payments in the structured annuity are payable to the Company. As of September 30, 2007, the Company expectsto
receive future payments totaling $3,550,000 through 2043. The present value of the future payments is based on the
implied interest rate in the original structured annuity of 8.125%.
HEALTH CARE RECEIVABLES

Not applicable
PARTICIPATING ACCIDENT AND HEALTH POLICIES

Not applicable
PREMIUM DEFICIENCY RESERVES

Not applicable
HIGH DEDUCTIBLES

The Company has no high deductible policies.
DISCOUNTING OF LIABLILITESFOR UNPAID LOSS ADJUSTMENT EXPENSES

The Company does not discount its reserves for statutory reporting.
ASBESTOSENVIRONMENTAL RESERVES

Not applicable
SUBSCRIBER SAVINGS ACCOUNT

Not applicable
MULTIPLE PERIL CROP

Not applicable
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NOTES TO FINANCIAL STATEMENTS
(Electronic Filing Only)

4. Discontinued Operations

5. The amounts related to Discontinued Operations and the effect on the Company's Balance Sheet and Statement of Income is as follows:

Balance sheet
Assets
a. Line5 Cash S
b. Line 26 Totals S

Liabilities, Surplus and Other Funds

¢. Line 26 Total Liabiltes
d. Line 35 Surplus
e. Line 36 Total

Statement of Income

f. Line1 Premums
g. Line 6 Total underwriting deductions b
h. Line 8 Netunderwriting gainorloss b
i. Line 18 Net income after dividends to policyholders after capital gains tax and before all other federal and foreign

incometaxes
j. Line 19 Federal and foreign income taxes incurred ~——§
k. Line 20 Netlncome

5. Investments
A. Mortgage Loans, including Mezzanine Real Estate Loans

For mortgage loans, disclose the following information:

Current Year Prior Year
4. Asof year end, the Company held mortgages with interest more than 180 days past due with a recorded
investment, excluding accrued interest S S
a. Total interest due on mortgages with interest more than 180 days past due S S
5. Taxes, assessments and any amounts advanced and not included in the mortgage loan total S S
6. Current year impaired loans with a related allowance for credit losses $ o S
a. Related allowance for credit losses S S
7. Impaired mortgage loans without an allowance for credit losses S S
8. Average recorded investment in impaired loans S S
9. Interest income recognized during the period the loans were impaired S S
10.  Amount of interest income recognized on a cash basis during the period the loans were impaired S S
11, Allowance for credit losses:
a. Balance at beginning of period S S
b. Additions charged to operations $ o S
c. Direct write-downs charged against the allowances $ o S
d. Recoveries of amounts previously charged off S S
e. Balance at end of period S S
B. Debt Restructuring
For restructured debt in which the company is a creditor, disclose the following: Current Year Prior Year
1. The total recorded investment in restructured loans, as of year end S S
2. The realized capital losses related to these loans S S
3. Total contractual commitments to extend credit to debtors owning receivables whose terms have been
modified in troubled debt restructurings S S
9. Income Taxes
A. The components of the net deferred tax asset recognized in the Company's Assets, Liabilities, Surplus and Other Funds are as follows:
Current Year Prior Year
1. Total of gross deferred tax assets $..... 5,920,323 $..... 4,223,689
2. Total of deferred tax liabilities $..... 598,452 $.... 753,009
3. Net deferred tax asset $...... 5,351,871 $...... 3,470,680
4. Deferred tax asset nonadmitted $...... 1,196,591 S
5. Net admitted deferred tax asset $...... 4,155,280 $...... 3,470,680
6. (Increase) decrease in nonadmitted asset $..... (1,196,591) $.. 26,550
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(Electronic Filing Only)

10. Information Concerning Parent, Subsidiaries and Affiliates
E. Indicate the amount of any guarantees or undertakings, written or otherwise, for the benefit of an affiliate or related party that
result in a material contingent exposure of the reporting entity's or any related party's assets or liabilities: S
12. Retirement Plans, Deferred Compensation, Postemployment Benefits and Compensated Absences and Other Postretirement Benefit Plans

A. Defined Benefit Plan
A summary of assets, obligations and assumptions of the Pension and Other Postretirement Benefit Plans are as follows at December 31, of said year.

Pension Benefits Other Benefits
1. Change in benefit obligation
Current Year Prior Year Current Year Prior Year
a. Benefit obligation at beginning of year S S S S
b. Service cost S S S S
c. Interest cost S S S S
d. Contribution by plan participants $ o S S S
e. Actuarial gain (loss) $ o S S S
f.  Foreign currency exchange rate changes S S S S
g. Benefits paid $ o S S S
h. Plan amendments S S S S
i, Business combinations, divestitures, curtailments,
settlements and special termination benefits S S S S
j. Benefit obligation at end of year S S S S
2. Change in plan assets
a. Value of plan assets at beginning of year S S S S
b. Actual return on plan assets S S S S
c. Foreign currency exchange rate changes S S S S
d. Employer contribution $ o S S S
e. Plan participants' contributions $ o S S S
f.  Benefits paid $ o S S S
g. Business combinations, divestitures and settiements S S S S
h. Fair value of plan assets at end of year S S S S
3. Funded status
a. Unamortized prior service cost S S S S
b.  Unrecognized net gain or (loss) S S S S
¢. Remaining net obligation or net asset at initial
date of application S S S S
d. Prepaid assets or accrued liabilities $ o S S S
e. Intangible asset S S S S
4. Accumulated benefit obligation for vested employees and
partially vested employees to the extent vested S S S S
5. Benefit obligation for non-vested employees
a. Projected pension obligation S S S S
b. Accumulated benefit obligation S S S S
6. Components of net periodic benefit cost
a. Service cost S S S S
b. Interest cost S S S S
¢. Expected return on plan assets S S S S
d. Amortization of unrecognized transition obligation
or transition asset S S S S
e. Amount of recognized gains and losses S S S S
f. - Amount of prior service cost recognized S S S S
g. Amount of gain or loss recognized due to a settlement
or curtailment S S S S
h. Total net periodic benefit cost S S S S
Current Year Prior Year

=33

. Weighted-average assumptions used to determine
net periodic benefit cost as of Dec. 31:
a. Weighted average discountrate
b. Expectedlong-termrate of returnonplanassets .
c. Rateofcompensationincrease

Weighted average assumptions used to determine
projected benefit obligations as of Dec. 31:

d. Weighted average discountrate
e. Rateofcompensationincrease
11. Assumed health care cost trend rates have a significant effect on the amounts reported for the health care plans.
A one-percentage-point change in assumed health care cost trend rates would have the following effects: 1 Percentage Point 1 Percentage Point
Increase Decrease
a. Effect on total of service and interest cost components S S
b. Effect on postretirement benefit obligation S S
12. The defined benefit pension plan asset allocation as of the measurement date ............ and the target asset allocation, presented as a percentage of total plan assets
were as follows:
Current Year Prior Year Target Allocation
a. DebtSecurites % %o % to %
b. Equity Securites % %o % to %
c. Realbststte % %o % to %
d. Other % %o % to %
e. Total 1000% ... 100.0 %
13. The following estimated future payments, which reflect expected future service, as appropriate, are expected to be paid in the years indicated
Years Amount
{PRUTR S
2.0 S
3 S
4 S
.............. S
6. Thereafter Total S

13. Capital and Surplus, Shareholders' Dividend Restrictions and Quasi-Reorganizations
9. The portion of unassigned funds (surplus) represented or reduced by cumulative unrealized gains and losses: $.. 41,23
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NOTES TO FINANCIAL STATEMENTS (Continued)

(Electronic Filing Only)
14. Contingencies
A. 1. Total SSAP No. 88, Investments in Subsidiary, Controlled, and Affililated Entities,

a Replacement of SSAP No. 46 and SSAP No. 48, Joint Ventures, Partnerships and
Limited Liability Company contingent liabilities: $

15. Leases
A. Disclose the following items related to lessee leasing arrangements (refer to SSAP No. 22, Leases):
2. For leases having initial or remaining noncancellable lease terms in excess of one year:

a. AtJanuary 1, of said year, the minimum aggregate rental commitments are as follows:
(Dollars in thousands)

Year Ending December 31 Operating Leases

1o S
2 S
3 S
4o S
5 S
6. Total S

B. When leasing is a significant part of the lessor's business activities in terms of revenue, net income, or assets, disclose the following information with respect to leases:

1. Lessor Leases:

¢. Future minimum lease payment receivables under noncancellable leasing arrangements as of December 31, of said year are as follows:

Year Ending December 31 Operating Leases
1o S
2 S
3 S
b S
5 S
6. Total “

2. Leveraged Leases:
b. The Company's investment in leveraged leases re from
leveraged leases at December 31, of said year v
(In thousands)

1. Income from leveraged leases before income
2. Less current income tax

3. Net income from leveraged leases S S

¢. The components of the investment in leveraged leases at December 31, of said year were as shown below:
(In thousands)

Current Year Prior Year

1. Lease contracts receivable (net of principal and

interest on non-recourse financing) S S
2. Estimated residual value of leased assets S S
3. Unearned and deferred income S S
4. Investment in leveraged leases S S
5. Deferred income taxes related to leveraged leases S S
6. Net investment in leveraged leases S S

16. Information about Financial Instruments with Off-Balance Sheet Risk and Financial Instruments with Concentration of Credit Risk.
For financial instruments with off-balance risk, an insurer shall disclose in the financial statements the following information by class of financial instrument:

1. The table below summarizes the face amount of the Company's financial instruments

with off-balance sheet risk: Assets
Current Year Prior Year
a. Swaps S S
b. Futures S S
c. Options S S
d. Total S S
17. Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities
C. Wash Sales
2. The details by NAIC designation 3 or below of securities sold during the
current reporting period and reacquired within 30 days of the sale date are:
Number of Book Value of
Bonds: Transactions Securities Sold
a. NAIC3 S S
b. NAIC4 S S
c. NAIC5 S S
d. NAIC6 S S
Preferred Stock:
e. NAICP/RP3 S S
f.  NAICP/RP4 S S
g. NAICP/RP5 S S
h. NAICP/RP6 S S
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Current Year
S $
S $
S $
S $

Cost of Securities

Repurchased

S $
S $
S $
S $
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S $
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Prior Year
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STATEMENT AS OF SEPTEMBER 30, 2007 OF THE American Physicians Insurance Company

NOTES TO FINANCIAL STATEMENTS (Continued)

(Electronic Filing Only)

18. Gain or Loss to the Reporting Entity from Uninsured Plans and the Uninsured Portion of Partially Insured Plans

A. ASO Plans: 1 2
Uninsured Portion
The gain from operations from Administrative Services Only (ASO) uninsured plans and the uninsured ASO of Partially
portion of partially insured plans was as follows during said year: Uninsured Plans Insured Plans
a. Net reimbursement for administrative expenses (including
administrative fees) in excess of actual expenses S $o
b. Total net other income or expenses (including interest paid to or received from plans) S $o
¢. Net gain or (loss) from operations S $o
d. Total claim payment volume S $o
B. ASC Plans 1 2
Uninsured Portion
The gain from operations from Administrative Services Contract (ASC) uninsured plans and the uninsured ASC of Partially
portion of partially insured plans was as follows during said year: Uninsured Plans Insured Plans
a. Gross reimbursement for medical cost incurred S S
b. Gross administrative fees accrued S S
¢. Other income or expenses (including interest paid to or received from plans) $o S
d. Gross expenses incurred (claims and administrative) $o S
e. Total net gain or loss from operations $o S
23. Reinsurance
C. Reinsurance Assumed and Ceded Assumed Ceded
Reinsurance Reinsurance
1 2 3 4 5
Premium Commission Premium Commission Premium
Reserve Equity Reserve Equity Reserve
a. Affiliates S S S S S
b. All Other S S $...... 343,280 S S
c. TOTAL S S $...... 343,280 S S
d. Direct Unearned
Premium Reserve $..... 39,676,887
* Line ¢ of Column 3 plus Line d must equal Page 3, Line 9, first inside amount.
2. The additional or return commission, predicated on loss experience or on any
other form of profit sharing arrangements in this annual statement as a result
of existing contractual arrangements are accrued as follows:
1 2 3
REINSURANCE Direct Assumed Ceded
a. Contingent Commission S S $o
b. Sliding Scale Adjustments S S $.
¢. Other Profit Commission Arrangements S S $.
d. TOTAL S S S
24. Retrospectively Rated Contracts and Contracts Subject to Redetermination
D. Calculation of nonadmitted retrospective premium.
1. For Ten Percent (10%) Method of Determining Nonadmitted Retrospective Premium
a. Total accrued retro premium
b. Unsecured amount
¢. Less: Nonadmitted amount (10%)
d. Less: Nonadmitted for any person for whom agents' balances or uncollected premiums are nonadmitted
e. Admitted amount Line (a) - Line (c) - Line (d)
2. For Quality Rating Method of Determining Nonadmitted Retrospective Premium
1 2 3 4 5
Insured's Current Total Unsecured Amount
Quality Rating Amount Balances % Column (3) x Column (4)
a 1 $o S 1% S
b 2 S S 2% S
c 3 S S 5% S
d 4 S S 10% S
e 5 S S 2% S
f. 6 S 100 % S
g. Nonadmitted for any person for whom agents' balances or uncollected
premiums are nonadmitted
h. Total Line (a) through
Line (f) minus Line (g) S S S

27. Structured Settlements

A. Loss Reserves Eliminated by Annuities S
Unrecorded Loss Contingencies S
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STATEMENT AS OF SEPTEMBER 30, 2007 OF THE American Physicians Insurance Company

NOTES TO FINANCIAL STATEMENTS
(Electronic Filing Only)

32. Discounting of Liabilities for Unpaid Losses or Unpaid Loss Adjustment Expenses

A. Tabular Discount

Schedule P Lines of Business

Tabular Discount Included in
Schedule P, Part 1*

1 2
Case IBNR
1. HOMEOWNEIS/FaIMOWNES. . ...\
2. Private Passenger Auto Liability/Medical ... ... ... ...
3. Commercial Auto/Truck Liability/Medical. . ... ... ... ..
4. Workers' COMPenSation . ... ... .o
5. Commercial Multiple Peril. .. ...
6. Medical Malpractice - OCCUITENCE. . ... ... ... .o
7. Medical Malpractice - claims-made . ...
8. Special Liability. ... .. ...
9. Other Liability - 0CCUITENCE. . .. ... .o
0. Other Liability - claims-made .. ... ... ...
T SpECIal PrOBIY.
12, AUtOPhySICAI DAMAGE . ... . .
18, FIdelity, SUBLY. .
14, Other (including Credit, Accident and Health) .....
15, ntermational.....................o
16.  Reinsurance Nonproportional Assumed Property...
7. Reinsurance Nonproportional Assumed Liability.... | @B S R § | = | | ...
18.  Reinsurance Nonproportional Assumed Financiallirk - N B & W BSQR B B |
19.  ProductsLiability-occurrence................... ' M QO B E B B Q B B |
20.  ProductsLiability-claimsmade.................. 1l QU B B H B QO B B
21, Financial Guaranty/MortgageGuaranty........... 1l QB W & B QB B
22, Total........... T T T T T
*Must exclude medical loss reserves and all loss adjustment expense reserves.
B. Non-Tabular Discount
Nontabular Discount™
Schedule P Lines of Business
1 2 3 4
Defense and Cost Adjusting
Containment and
Case IBNR Expense Other Expense
1. Homeowners/Farmowners. .. ...........oiiit it
2. Private Passenger Auto Liability/Medical ... .......... ...
3. Commercial Auto/Truck Liability/Medical. . . .................
4. Workers' Compensation ............. ...
5. Commercial Multiple Peril. .. ... ...
6. Medical Malpractice - 0CCUITENCE. . . ... ... o
7. Medical Malpractice - claims-made . ....................
8. Special Liability. ......... ...
9. Other Liability - occurrence. . .......... ...
10. Other Liability - claims-made ...
1. Special Property. ...
12, AutoPhysical Damage ...
13, Fidelity, SUrety. . ..o
14, Other (including Credit, Accidentand Health) ........ .. ... .
15, Intermational......... ...
16.  Reinsurance Nonproportional Assumed Property ...
17. Reinsurance Nonproportional Assumed Liability . ...................
18.  Reinsurance Nonproportional Assumed Financial Lines. . ....................o
19, Products Liability - occurrence. . ...
20.  Products Liability - claims-made. . ...
21, Financial Guaranty/Mortgage Guaranty.......... ...
22, Tolal .

**Should include medical loss reserves and all loss adjustment expense reserves, whether reported as tabular or nontabular in Schedule P.
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STATEMENT AS OF SEPTEMBER 30, 2007 OF THE American Physicians Insurance Company

NOTES TO FINANCIAL STATEMENTS
(Electronic Filing Only)
33. Asbestos/Environmental Reserves

A. For asbestos-related losses (including coverage dispute costs) for each of the five most current calendar years,
provide the following:

1 2 3 4 5
1. Direct Basis: 2003 2004 2005 2006 2007
a.  Beginning reserves (incl. Case, Bulk plus IBNR and LAE): S S S S $ o
b.  Incurred losses and loss adjustment expenses: $o S S S R
c. Calendar year payments for losses and
loss adjustment expenses: S S S S R
d.  Ending reserves (incl. Case, Bulk plus IBNR Loss and LAE): $o S S S R
Note: Lined =Line a + Line b - Line ¢
2. Assumed Reinsurance Basis:
a.  Beginning reserves (incl. Case, Bulk plus IBNR and LAE): S S S S R
b.  Incurred losses and loss adjustment expenses: $o S S S R
c. Calendar year payments for losses and
loss adjustment expenses: S S S S R
d.  Ending reserves (incl. Case, Bulk plus IBNR Loss and LAE): S $ o S S T
Note: Lined =Line a + Line b - Line ¢
3. Net of Ceded Reinsurance Basis:
a.  Beginning reserves (incl. Case, Bulk plus IBNR and LAE): S S S S R
b.  Incurred losses and loss adjustment expenses: $o $ o S S T
c. Calendar year payments for losses and
loss adjustment expenses: S S S S R
d.  Ending reserves (incl. Case, Bulk plus IBNR Loss and LAE): $o S S S T
Note: Lined = Line a + Line b - Line ¢
B. State the amount of the ending reserves for Bulk plus IBNR included in A
(Loss and LAE):
1. Direct Basis: S
2. Assumed Reinsurance Basis: S
3. Netof Ceded Reinsurance Basis: S
C. State the amount of the ending reserves for loss adjustr
(Case, Bulk plus IBNR):
1. Direct Basis: S
2. Assumed Reinsurance Basis: S
3. Netof Ceded Reinsurance Basis: S

D. For environmental losses (including coverage dispute costs) for each of the five most current calendar years,
provide the following:

1 2 3 4 5
1. Direct Basis: 2003 2004 2005 2006 2007
a.  Beginning reserves (incl. Case, Bulk plus IBNR and LAE): S S S S R
b.  Incurred losses and loss adjustment expenses: $o $ o S S T
c. Calendar year payments for losses and
loss adjustment expenses: S S S S R
d.  Ending reserves (incl. Case, Bulk plus IBNR Loss and LAE): $o S S S T
Note: Lined =Line a + Line b - Line ¢
2. Assumed Reinsurance Basis:
a.  Beginning reserves (incl. Case, Bulk plus IBNR and LAE): S S S S R
b.  Incurred losses and loss adjustment expenses: S $ o S S T
c. Calendar year payments for losses and
loss adjustment expenses: S S S S R
d.  Ending reserves (incl. Case, Bulk plus IBNR Loss and LAE): $o $ o S S T
Note: Lined =Line a + Line b - Line ¢
3. Net of Ceded Reinsurance Basis:
a.  Beginning reserves (incl. Case, Bulk plus IBNR and LAE): S S S S R
b.  Incurred losses and loss adjustment expenses: S $ o S S T
c. Calendar year payments for losses and
loss adjustment expenses: S S S S R
d.  Ending reserves (incl. Case, Bulk plus IBNR Loss and LAE): S $ o S S T
Note: Lined =Line a + Line b - Line ¢
E. State the amount of the ending reserves for Bulk plus IBNR included in D
(Loss and LAE):
1. Direct Basis: S
2. Assumed Reinsurance Basis: S
3. Netof Ceded Reinsurance Basis: S
F. State the amount of the ending reserves for loss adjustment expenses included in D
(Case, Bulk plus IBNR):
1. Direct Basis: S
2. Assumed Reinsurance Basis: S
3. Netof Ceded Reinsurance Basis: S
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STATEMENT AS OF SEPTEMBER 30, 2007 OF THE American Physicians Insurance Company
NOTES TO FINANCIAL STATEMENTS - ITEM 1A

1 2 3 4
State of
State Prescribed Practices Current Prior Domicile
NOTES TO FINANCIAL STATEMENTS - ITEM 5A02
1 2 3
Percent Investment Excluding Number of
Reduced Accrued Interest Mortgages
NOTES TO FINANCIAL STATEMENTS - ITEM 13.10
1 2 3 4 5 6 7 8
Principal Total Unapproved
Par Value Carrying and/or Principal Principal
Date (Face Amount|  Value Interest Paid and/or and/or Date of
Description of Assets, Holder of Note and Other Issued | Interest Rate | of Notes) of Note Current Year | Interest Paid Interest Maturity
NOTES TO FINANCIAL STATEMENTS - ITEM 13.11
1 2 3

Year
(Starting with Current Year)

Change in Year Surplus

Chancge in Gross Paid-in
and

ontributed Surplus

NONE
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STATEMENT AS OF SEPTEMBER 30, 2007 OF THE American Physicians Insurance Company
NOTES TO FINANCIAL STATEMENTS - ITEM 19

1 2 3 4 5 6
Total
Direct
) Tyﬁe of Premiums
FEIN Exclusive Authorit Written/
Name and Address of Managing General Agent or Third Party Administrator Number | Contract Types of Business Written Grante! Produced By
NONE
NOTES TO FINANCIAL STATEMENTS - ITEM 23B
1 2 3 4 5
Total
Amount in Dispute
Name of Reinsurer (Including IBNR) Notification Arbitration Litigation
NONE
NOTES TO FINANCIAL STATEMENTS - ITEM 23C
1 2 3 4 5 6
Initial Contract
Fair Value of Date of Maturity Date of
Ultimate Assets as of Securitization Securitized
Protected Cell Name Covered Exposure Exposure Amount December 31 Instrument Instrument
NONE
NOTES TO FINANCIAL STATEMENTS - ITEM 23D and 23E
1 2
Name of Reinsurer Amount
NONE
NOTES TO FINANCIAL STATEMENTS - ITEM 23F01A1 through 23F1E
1 2 3
Company Assumed Amount Ceded Amount
NONE
* Total amounts must agree with totals in 23F1A4. Include the NAIC Company Code or Alien Insurer Identification Number for each insurer listed.
NOTES TO FINANCIAL STATEMENTS - ITEM 23F1F
1 2 3
Total Paid/Loss/LAE Amount Over 90
Company Recoverable Days Overdue
NONE
* Total amounts must agree with totals in 23F1A4. Include the NAIC Company Code or Alien Insurer Identification Number for each insurer listed.
NOTES TO FINANCIAL STATEMENTS - ITEM 23F2F
1 2 3 4
Total Paid/Loss/LAE Amount Over 90
Company Recoverables Days Overdue Collateral Held

NONE

* Total amounts must agree with totals in 23F1A4. Include the NAIC Company Code or Alien Insurer Identification Number for each insurer listed.

NOTES TO FINANCIAL STATEMENTS - ITEM 23G

1 2 3

Description

Interest Income Cash Recoveries

4

Deposit Balance

NONE
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NOTES TO FINANCIAL STATEMENTS - ITEM 27B

STATEMENT AS OF SEPTEMBER 30, 2007 OF THE American Physicians Insurance Company

1 2 3

Licensed in

Company's
State of Statement Value
Domicile (i.e. Present Value)

Life Insurance Company and Location Yes/No of Annuities
NOTES TO FINANCIAL STATEMENTS - ITEM 28A
1 3 4 5 6

2
Estimated Pharmacy Rebates
as Reported on Financial

Pharmacy Rebates as Billed or

Actual Rebates Received Within

Actual Rebates Received Within

Actual Rebates Received More Than

Quarter Statements Otherwise Confirmed 90 Days of Billing 91to 180 Days of Billing 180 Days After Billing
1 2 3 4 5 6 7 8 9 10
Risk Sharing Risk Sharing Actual Risk Actual Risk Actual Risk
Receivable as Receivable as Risk Sharing Actual Risk Sharing | Sharing Amounts | Sharing Amounts | Sharing Amounts
Calendar Evaluation Period | Estimated in the Estimated in the Risk Sharing Receivable Not | Amounts Received Received First Received Second Received
Year Year Ending Prior Year Current Year Receivable Billed Yet Billed in Year Billed Year Subsequent | Year Subsequent - All Other

NONE
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STATEMENT AS OF SEPTEMBER 30, 2007 OF THE American Physicians Insurance Company

GENERAL INTERROGATORIES

(Responses to these interrogatories should be based on changes that have occurred since prior year end unless otherwise noted)

PART 1 - COMMON INTERROGATORIES

GENERAL
1.1 Did the reporting entity experience any material transactions requiring the filing of Disclosure of Material Transactions with the State of Domicile, as required by the
Model Act? Yes (X) No ()
1.2 Ifyes, has the report been filed with the domiciliary state? Yes (X) No ()
2.1 Has any change been made during the year of this statement in the charter, by-laws, articles of incorporation, or deed of settlement of the reporting
entity? Yes (X) No ()
2.2 Ifyes, date of change: 04/01/2007

3. Have there been any substantial changes in the organizational chart since the prior quarter end? Yes () No (X)

If yes, complete the Schedule Y - Part 1 - organizational chart.

4.1 Has the reporting entity been a party to a merger or consolidation during the period covered by this statement? Yes () No (X)
4.2 Ifyes, provide name of entity, NAIC Company Code, and state of domicile (use two letter state abbreviation) for any entity that has ceased to exist as a result of the
merger or consolidation.
1 2 3
Name of Entity NAIC Company Code State of Domicile

5. Ifthe reporting entity is subject to a management agreement, including third-party administrator (s) , managing general agent(s), attorney-in-fact, or similar agreement,

have there been any significant changes regarding the terms of the agreement or principals involved? Yes () No (X) N/A ()

If yes, attach an explanation.

6.1 State as of what date the latest financial examination of the reporting entity was made or is being made.. 12/31/2004
6.2  State the as of date that the latest financial examination report became available from either the state of domicile or the reporting entity.

This date should be the date of the examined balance sheet and not the date the report was completed or released. 12/31/2004
6.3 State as of what date the latest financial examination report became available to other states or the public from either the state of domicile or the reporting entity.

This is the release date or completion date of the examination report and not the date of the examination (balance sheet date) . 08/28/2006
6.4 By what department or departments?

Texas

7.1 Has this reporting entity had any Certificates of Authority, licenses or registrations (including corporate registration, if applicable) suspended or revoked by any

governmental entity during the reporting period? (You need not report an action, either formal or informal, if a confidentiality clause is part of the

agreement. ) Yes () No (X)

7.2 Ifyes, give full information

8.1
8.2

Is the company a subsidiary of a bank holding company regulated by the Federal Reserve Board? Yes () No (X)

If response to 8. 1is yes, please identify the name of the bank holding company .

8.3
8.4

Is the company affiliated with one or more banks, thrifts or securities firms? Yes () No (X)
If response to 8.3 is yes, please provide below the names and location (city and state of the main office) of any affiliates regulated by a federal regulatory services agency

[i.e. the Federal Reserve Board (FRB), the Office of the Comptroller of the Currency (OCC), the Office of Thrift Supervision (OTS), the Federal Deposit Insurance

Corporation (FDIC) and the Securities Exchange Commission (SEC)] and identify the affiliate's primary federal regulator.

1 2 3 4 5 6 7
Location
Affiliate Name (City, State) FRB 0cC 0TS FDIC SEC
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STATEMENT AS OF SEPTEMBER 30, 2007 OF THE American Physicians Insurance Company

GENERAL INTERROGATORIES (continued)

(Responses to these interrogatories should be based on changes that have occurred since prior year end unless otherwise noted. )

9.1 Are the senior officers (principal executive officer, principal financial officer, principal accounting officer or controller, or persons performing
similar functions) of the reporting entity subject to a code of ethics, which includes the following standards?

(a) Honest and ethical conduct, including the ethical handling of actual or apparent conflicts of interest between personal and professional relationships;

) Full, fair, accurate, timely and understandable disclosure in the periodic reports required to be filed by the reporting entity;
) Compliance with applicable governmental laws, rules and regulations;
) The prompt internal reporting of violations to an appropriate person or persons identified in the code; and

Accountability for adherence to the code.

9.11 Ifthe response to 9.1is No, please explain:

9.2 Has the code of ethics for senior managers been amended?

9.21 Ifthe response to 9.2is Yes, provide information related to amendment(s) .

9.3 Have any provisions of the code of ethics been waived for any of the specified officers?

9.31 Ifthe response to 9.3 is Yes, provide the nature of any waiver (s) .

FINANCIAL

10.1  Does the reporting entity report any amounts due from parent, subsidiaries or affiliates on Page 2 of this statement?

10.2 Ifyes, indicate the amounts receivable from parent included in the Page 2 amount:

INVESTMENT

11.1 Has there been any change in the reporting entity's own preferred or common stock?

11.2 Ifyes, explain

Prior to April 1, 2007, the company was a reciprocal exchange. It converted to a stock company and change its' name to American Physicians Insurance
Company. The Company than merged with American Physicians Services Group, Inc. and issued preferred and common stock to its' policyholders.

12.1 Were any of the stocks, bonds, or other assets of the reporting entity loaned, placed under option agreement, or otherwise made available for use by another person?

(Exclude securities under securities lending agreements.. )

12.2 Ifyes, give full and complete information relating thereto:

Yes (X) No ()

Yes () No (X)

Yes () No (X)

Yes (X) No ()

Yes () No (X)

13. Amount of real estate and mortgages held in other invested assets in Schedule BA:

14, Amount of real estate and mortgages held in short-term investments:

15.1  Does the reporting entity have any investments in parent, subsidiaries and affiliates?

15.2 Ifyes, please complete the following:

1
Prior Year-End Book/
Adjusted Carrying Value

5. 20 BONAS . §
15.22 Preferred StoCK . ... ... .. S
15.23 Common StOCK ... §
15.24  Short-Term Investments . ... ... . S
15.25 Mortgage Loanson Real Estate ................... ... ... $
15,26 AlLOtNer . $
15.27 Total Investment in Parent, Subsidiaries and Affiliates (Subtotal Line 15.21to Line 15.26) ................ $
15.28 Total Investment in Parent included in Line 15.21to Line 15.26above .................................. S

16.1 Has the reporting entity entered into any hedging transactions reported on schedule DB?

16.2 Ifyes, has a comprehensive description of the hedging program been made available to the domiciliary state?

If no, attach a description with this statement.
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STATEMENT AS OF SEPTEMBER 30, 2007 OF THE American Physicians Insurance Company

GENERAL INTERROGATORIES (continued)

(Responses to these interrogatories should be based on changes that have occurred since prior year end unless otherwise noted.)

17, Excluding items in Schedule E, real estate, mortgage loans and investments held physically in the reporting entity's offices, vaults or safety deposit boxes,
were all stocks, bonds and other securities, owned throughout the current year held pursuant to a custodial agreement with a qualified bank or trust company in
accordance with Part 1-General, Section IV.J-Custodial or Safekeeping Agreements of the NAIC Financial Condition Examiners Handbook? Yes (X) No ()

17.1 For all agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook, complete the following:

1 2
Name of Custodian(s) Custodian Address

17.2 For all agreements that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the name, location and a complete explanation:

1 2 3
Location (s) Complete Explanation (s)

17.3 Have there been any changes, including name changes, in the custodian (s) identified in 16. 1 during the current quarter?

17.4 Ifyes, give full and complete information relating thereto:

1 2 3 4
Date
Old Custodian New Custodian of Change Reason

17.5 Identify all investment advisors, brokers/dealers or individuals acting on behalf of brokers/dealers that have access to the investment accounts, handle securities and have authority to make investments
on behalf of the reporting entity:

Central Registr:ltion Depository Namze(s) Add3ress
Southwest Securities ... APS Financial Corp. ...................... 1301 S. Capitol of TX Wwy. , Suite C-300 Austin, TX78746.............................
JPMorgan Chase Bk ... Dana Investment Advisors ................. 15800 W. Bluemound Rd. Suite 250, Brookfeild, WI 53008-6003.........................
JPMorgan Chase Bk ... Century Management ..................... 805 Las Cimas Pkwy. , Suite 430, Ausitn, TX78746 ..................................

18.1 Have all the filing requirements of the Purposes and Procedures Manual of the NAIC Securities Valuation Office been followed?

18.2 Ifno, list exceptions:
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STATEMENT AS OF SEPTEMBER 30, 2007 OF THE American Physicians Insurance Company

GENERAL INTERROGATORIES (continued)
PART 2

PROPERTY AND CASUALTY INTERROGATORIES

If the reporting entity is a member of a pooling arrangement, did the agreement or the reporting entity's participation change? Yes () No () N/A (X)
If yes, attach an explanation.

Has the reporting entity reinsured any risk with any other reporting entity and agreed to release such entity from liability, in whole or in part, from any

loss that may occur on the risk, or portion thereof, reinsured? Yes () No (X)

If yes, attach an explanation.
Have any of the reporting entity's primary reinsurance contracts been cancelled? Yes () No (X)

If yes, give full and complete information thereto

Are any of the liabilities for unpaid losses and loss adjustment expenses other than certain workers' compensation tabular reserves (see Annual Statement
Instructions pertaining to disclosure of discounting for definition of "tabular reserves") discounted at a rate of interest greater than zero? Yes () No (X)

If yes, complete the Discount Schedule.
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STATEMENT AS OF SEPTEMBER 30, 2007 OF THE American Physicians Insurance Company

SCHEDULE A - VERIFICATION

Real Estate

1 2
Prior Year Ended

Year To Date December 31

1. Book/adjusted carrying value, December
2. Increase (decrease) by adjustment .. ...
3. Cost of acquired

4. Cost of additions to and permanent impro\
5. Total profit (loss) onsales.............
6
7
8

. Increase (decrease) by foreign exchange

. Amount received on sales

. Book/adjusted carrying value at end of cu
9. Total valuation allowance ..............
10.  Subtotal (Line 8 plus Line 9)
11, Total nonadmitted @MOUNES . .. .. .. ... e e
12.  Statement value, current period (Page 2, real estate lines, Net Admitted Assets column)

SCHEDULE B - VERIFICATION

Mortgage Loans

1 2
Prior Year Ended

Year To Date December 31

h

manad N, 21 af nrinr uaar

1. Book value/recorded investment excluding 2~rriad intaract an
2. Amount loaned during period:
2.1. Actual cost at time of acquisitions .
2.2. Additional investment made after a
. Accrual of discount and mortgage interest
. Amounts paid on account or in full during t
. Amortization of premium
. Increase (decrease) by foreign exchange
9. Book value/recorded investment excluding
10, Total valuation @llowanCe . ............ ..o
11. Subtotal (Line 9 plus Line 10)
12, Total nonadmitted @MOUNtS . ...... ... ..o

. Increase (decrease) by adjustment ... ..
13.  Statement value of mortgages owned at end of current period (Page 2, mortgage lines, Net Admitted Assets column)

3
4
5. Total profit (loss) on sale
6
7
8

SCHEDULE BA - VERIFICATION

Other Invested Assets

1
Year To Date

2
Prior Year Ended
December 31

. Subtotal (Line 9 plus Line 10)
. Total nonadmitted @MOUNES ... ... .o
. Statement value of long term invested assets at end of current period (Page 2, Line 7, Column 3)

Book/adjusted carrying value of long-term invested assets owned, December 31 of prior year
Cost of acquisitions during period:

2.1, Actual cost at time of acqUISItIONS . ... ... ... ...
2.2. Additional investment made after acquisitions. . ...
Accrual of discount
Increase (decrease) by adjustment .. .. ... ...
Total profit (loss) on sale
Amounts paid on account or in full during the period
Amortization of premium
Increase (decrease) by foreign exchange adjustment . ...
Book/adjusted carrying value of long-term invested assets at end of current period ...
Total valuation @lOWaANCE . . ... .. ... .

......... 1,142,559

......... 1,213,897

SCHEDULE D - VERIFICATION

Bonds and Stocks

1
Year To Date

2
Prior Year Ended
December 31

. Subtotal (Line 9 plus Line 10)
. Totalnonadmitted aMOUNS . . ... ... ... o
. Statement value

Book/adjusted carrying value of bonds and stocks, December 31 of prioryear. ...
Cost of bonds and stocks aCqUIred . .. ... ... . o
Accrual of discount
Increase (decrease) by adjustment ... ... ...
Increase (decrease) by foreign exchange adjustment . ........ ...
Total profit (loss) on disposal
Consideration for bonds and stocks disposed of . ........ .. .. ...
Amortization of premium
Book/adjusted carrying value, current period . .......... ...
Total valuation @lOWaANCE . .. .. .. ... .

139,539,630
48,058,798
227,965

741,583
18,277,344
98,246
165,797,752

T 708

11-15-2007 16:35:10 2007.11 9




L17200C 0L:G€9L L00C-GL-L1

0l

STATEMENT AS OF SEPTEMBER 30, 2007 OF THE American Physicians Insurance Company

SCHEDULE D - PART 1B

Showing the Acquisitions, Dispositions and Non-Trading Activity

During the Current Quarter for all Bonds and Preferred Stock by Rating Class

1 2 3 4 5 6 7 8

Book/Adjusted Book/Adjusted | Book/Adjusted Book/Adjusted | Book/Adjusted

Carrying Value Acquisitions Dispositions Non-Trading Carrying Value | Carrying Value Carrying Value | Carrying Value

Beginning of During During Activity During End of End of End of December 31

Current Quarter | Current Quarter | Current Quarter | Current Quarter First Quarter Second Quarter |  Third Quarter Prior Year
BONDS
e OdaSS T L 177,380,247 | 6,984,912 |..... 12,993,768 |..... (3,611,087)|.... 158,209,084 |.... 177,380,247 |.... 167,760,304 |.... 139,432,226
2 QIS8 2.
3 Qa8 3. e
A ClaSS . e
B ClaSS .
B, ClaSS . ..
T TOtal BONGS. . .o L ATT,380,247 | 6,984,912 |..... 12,993,768 |..... (3,611,087)|.... 158,209,084 |.... 177,380,247 |.... 167,760,304 |.... 139,432,226
PREFERRED STOCK
8. ClaSS .
0. QIS8 2. .
10, ClaSS 3. .
L Y P B B P F U B S B
L L Y P B B P F U B S B
LT Y P B B P F S B U B
14, Total Preferred StocK .. ... .o
15, Total Bonds and Prefermed SIOCK. . . ... .. ..o L 177,380,247 | 6,984,912 |..... 12,993,768 |..... (3,611,087)|.... 158,209,084 |.... 177,380,247 |.... 167,760,304 |.... 139,432,226




STATEMENT AS OF SEPTEMBER 30, 2007 OF THE American Physicians Insurance Company

SCHEDULE DA - PART 1

Short-Term Investments Owned End of Current Quarter

1 2 3 4 5
Interest Paid for Accrued
Book/Adjusted Actual Collected Interest
Carrying Value Par Value Cost Year To Date Year To Date
8299999  Totals ... 8,149,608 XXX 8,149,608 |............ 57,835 |
SCHEDULE DA - PART 2 - VERIFICATION
Short-Term Investments Owned
1 2
Prior Year Ended
Year To Date December 31

1. Book / adjusted carrying value, December 31 of prioryear ........................ .. 4,353,930 | ... 3,985,594

2. Cost of short-term investments acquired ... 22,163,583 |.............. 17,072,837

3. Increase (decrease) by adjustment ...

4. Increase (decrease) by foreign exchange adjustment ...

5. Total profit (loss) on disposal of short-terminvestments .......................... | 9,572

6. Consideration received on disposal of short-term investments .......................|............... 18,367,905 |.............. 16,714,073

7. Book / adjusted carrying value, current period . ... 8,149,608 |............... 4,353,930

8. Total valuationallowanCe ...

9. Subtotal (Line 7plusLine8) ... 8,149,608 |............... 4,353,930
10. Total nonadmitted amounts ... e
11. Statement value (Line 9minus Line 10) ........ ... 8,149,608 |............... 4,353,930
12. Income collected during period . ... 250,340 ... 193,586
13. Income earned during period ... D378 .. 213,042

11-15-2007 16:35:11 2007.11
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STATEMENT AS OF SEPTEMBER 30, 2007 OF THE American Physicians Insurance Company

Page 12
Schedule DB, Pt. F, Section 1, Replicated (Synthetic) Assets Open
NONE

Page 13
Sch. DB, Pt. F, Sn. 2, Reconciliation Replicated (Syn.) Assets
NONE

Page 14
Schedule F - Ceded Reinsurance
NONE

Pages 12,13,14



STATEMENT AS OF SEPTEMBER 30, 2007 OF THE American Physicians Insurance Company

SCHEDULE T - EXHIBIT OF PREMIUMS WRITTEN

Current Year to Date - Allocated by States and Territories

1 Direct Losses Paid
Is Direct Premiums Written (Deducting Salvage) Direct Losses Unpaid
Insurer
Licensed? 2 3 4 5 6 7
(Yesor | Current Year Prior Year Current Year Prior Year Current Year Prior Year
States, etc. No) To Date To Date To Date To Date To Date To Date
1oAlbama. AL INo ... |
2. RlaSKa. . AK INo ... |
3ANZONA. ... AZ No.......| oo
AOATKANSAS .l AR |Yes ......|....... 588,998 |....... 526,839 || 267,500 |..... 2,625,000 |..... 2,807,500
5. California . ... CA INo ... |
6. Colorado. .......... ... CO INo .o
7.Connecticut . .. ... CT INo oo
8. Delaware . ... DE [No ... |
9. District of Columbia............. ... ... DC [No ..o |
10 Florida ... ..o FLOINo oo
11 GROPGIA . - GA [No ...
2. Hawail. .. He INooooo
13.0daho. D No .o
W IIN0IS . .. L No o
15, Indiana. ... INCINo o
16, I0Wa .. A N0 o
17 KaNSaS . ..o KS [No ... .|
18, Kentucky ... ..o KY [Nooooo |
19, LoUISIaNG . ... .. LA [No oo
200 Maine . ME [No ...
20 Maryland ... MD [No ... oo
22. Massachusetts ....... ... ... .. MA [No ..o
23, Michigan. .. ... MEINo oo
24, Minnesota . ... MN CINo oo
25, MISSISSIDPI . - . . MS INo ..o |
26, MISSOUN . .. ... MO [No ... |
2. Montana. .. ... MT INo oo
28 Nebraska ... NE [No ..o
29 Nevada. ... NV OINo o
30. New Hampshire. ... NH INo oo |
1 NEW JBISBY - NI INo o
32 NewMeXICO. ... o NM INo o
33 NewYork . ..o NY [No oo
34, North Carolina. . ........... ... ... NC [No ..o
35.NorthDakota. ......... ... .. ... ND [No ..o
36, OO .. OH [No ... |
37, Oklahoma. . ... OK |Yes ......|........ 0,542 [
38, OrBgON . OR[N0 ..o
39. Pennsylvania. ... PA INo ..o |
40.Rhodelsland......... ... RECINo oo
4. South Carolina. .. .......... .. SC INo .o
42. South Dakota. ......... ... .. .. SD INo o
A3, TONNBSSEE. ... TN INo oo
B TOXAS . TX |Yes ...... ... 52,132,796 |.... 53,191,886 |..... 8,591,000 |..... 5,799,645 |.... 60,625,989 |.... 66,832,783
A5 Utah . UT INooooo
46, Vermont. .. VT INoooo
AT Virginia. .o VA INO o
48. Washington ... WA INO o
49, West Virginia. ... WV INO o
50, WISCONSIN. ... WE No..ooo
ST WYOMING ..o WY INO o
52. AMerican Samoa. .......... ... AS INo ... oo
53, GUAM .. GU [No oo
54, Puerto RICO ... .o PRNO .o
55.U.S. Virginlslands. . ................... . VIANO o
56. Northern Mariana lslands. ............................. ... MP INo .o
57.Canada. ... ... CN INo oo
58. Aggregate Other Alien ... oT XXX |
50, Totals . .. (@)....3 |.... 52,749,336 |.... 53,718,725 |..... 8,591,000 |..... 6,067,145 |.... 63,250,989 |.... 69,640,283
DETAILS OF WRITE-INS
B80T, XXX |
D802, XXX |
D803, XXX |
5898. Summary of remaining write-ins for Line 58 from overflow page.......................... XXX |
5899. TOTALS (Line 5801 through Line 5803 plus Line 5898) (Line 58 above) ................... XXX |

(a) Insert the number of yes responses except for Canada and Other Alien.

11-15-2007 16:35:11 2007.11
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STATEMENT AS OF SEPTEMBER 30, 2007 OF THE American Physicians Insurance Company

SCHEDULE Y - INFORMATION CONCERNING ACTIVITIES
OF INSURER MEMBERS OF A HOLDING COMPANY GROUP

All entity members of a Holding Company Group that have acquired and/or disposed of any domestic entity (s) since filing the last annual or quarterly statement
shall prepare a common schedule for inclusion in each of the individual quarterly statements

PART 1 - ORGANIZATIONAL LISTING

1 2 3 4 5 6
NAIC Group Code Group Name NAIC Company Code State of Domicile FEI Number Name of Company
0000 . ... American Physicians Insurance Company ... 3557 TX 751517531 .. American Physicians Insurance Company ...
.............................. American Physician Service Group, INC. ... ... ... T 15158323 ... American Physician Service Group, Inc. ...
.............................. American Physician Service Group, InC. ... ... DE 42092427 ... APSlInsurance Services, INC. ...
.............................. American Physician Service Group, INC. ... ... T T51528 ... American Physician Insurance Agency Inc. ...
.............................. American Physician Service Group, INC. ... ... ... T 421563806 ... ..................... American Physician Mgt. Consulting, Inc. ...... ...l
.............................. American Physician Service Group, INC. ... ... ..o T STBM3 ... APMC Financial Services, Inc. ...
.............................. American Physician Service Group, INC. ... ... T 421563806 ... APMC Insurance Agency, InC. ...
.............................. American Physician Service Group, INC. . ...... ... ... TX 132838900 ... APS Professional Liability Insur. Agency. ...
.............................. American Physician Service Group, INC. ... ... T 421563806 ... APMC Insurance Services Agency, Inc. ...
.............................. American Physician Service Group, InC........ ... DE 42881896 ... APSlInvestment Services, Inc. ...
.............................. American Physician Service Group, Inc. ... GO TA2324064 ... APSFinancial Corporation .. ...
.............................. American Physician Service Group, InC. ....... ... DE L TA2881895 ... APSAssetManagementinc..... ...
.............................. American Physician Service Group, InC. ....... ... DE 202541581 ... APS Capital Corporation. . ...
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STATEMENT AS OF SEPTEMBER 30, 2007 OF THE American Physicians Insurance Company

SCHEDULE Y - INFORMATION CONCERNING ACTIVITIES

OF INSURER MEMBERS OF A HOLDING COMPANY GROUP

PART 1 - ORGANIZATIONAL CHART

AMERICAN PHYSICIANS SERVICE GROUP, INC.
(A financia servicesfirm. Domiciled in Texas)

FEI#75-1458323

AMERICAN PHYSI CIANSMANAGEMENT APSINSURANCE SERVICES, INC. APS Investment Services, Inc.
CONSULTING, INC. (An insurance servicesfirm. Domiciled in Delawar €) (An Investment firm. Domiciled in Delawar €)
(Aninsurance services firm.Domiciled in T exas) FEI# 74-2692427 FEI#74-2881896
FEIl #42-1563806
American American Phydcians AMERICAN APS American APSFinancid APS Asset APS Capital
Physcians Management PHYSICIANS PROFESS ONAL Physicians Corporaion Management, Corporation
M anagement Consulting, Inc. DBA INSURANCE LIABILITY Insurance (A licensd Inc. (Clears &
Consulting, I nc. APMC I naurance AGENCY, INC. INSURANCE Company broker/dealer. (Investment Settles Trades.
DBA APMC Services Agency, Inc. (A managing AGENCY, INC. (A stock insurance Domiciled in Adviser. Domiciled in
Insurance Agency, (A general lines general agent. (Asurpluslines company. Coalorado) Domiciled in Deaware)
Inc. (A managng property and casualty Domiciled in and general lines Domiciled in FEI#74-2324164 Dedaware) FEI#20-
generd agent.) agency.) T®<as) agency. Domiciled Texas) FEI#74-2881895 2541581
FEI# 75-1212528 in Texas) FEI# 75-15175531
FEI# 13-2838900

APMC FINANCIAL SERVICES INC.
(A general lines agency-L ife, Accident,
Health & HMO agency.)
Domiciled in Texas.)
FEI#57-1169213

0% OWNERSHIP

APl ADVISORY, LLC
(Provides Advisory &
Consulting Servicesto API)




STATEMENT AS OF SEPTEMBER 30, 2007 OF THE American Physicians Insurance Company

PART 1 - LOSS EXPERIENCE

Current Year to Date 4
1 2 3 Prior Year to Date
Direct Premiums Direct Losses Direct Direct Loss
Lines of Business Earned Incurred Loss Percentage Percentage
1 Rt e
2. Alidlines. ...
3. Farmowners multiple peril. ... ...
4. Homeowners multiple peril......... ...
5. Commercial multiple peril ... ..
6. Mortgage guaranty. ........ ...
8. 0CEANMANINE. ...
9. dnlandmaring ...
10, Financial guaranty. ...
11.1 Medical malpractice-0CCUMTeNCe. . .. ... .. ... o
11.2  Medical malpractice-claims made ... 52,858,361 |......... 2,985,211 ... 56 |........... 28.3
12, Barthquake....... ... ...
13, Groupaccidentand health ......... ... .
14, Creditaccidentand health ... ...
15, Otheraccidentand health. ............ ...
16, Workers' compensation. ...
17.1 Other liability-occurrence . ...
17.2 Other liability-claims made . ...
18.1 Products liability-occurrence. . .. ...
18.2 Products liability-claimsmade ............ ...
19.1,19.2  Private passenger auto liability. ............. ...
19.3,19.4  Commercial auto liability. . ......... .. ..
21, Autophysical damage................
22, Aircraft (all perils) ... ...
28, Fidelity. ...
24, SUTBLY .
26. Burglaryandtheft ... ... .
21, Boilerand machinery. ...
28 Credit. ...
29, International . .......... .o
30.  Reinsurance-Nonproportional Assumed Property . ............ ... XXX XXX XXX XXX
31, Reinsurance-Nonproportional Assumed Liability . . ... XXX XXX XXX XXX
32.  Reinsurance-Nonproportional Assumed Financial Lines. ... XXX XXX XXX XXX
33, Aggregate write-ins for other lines of business ...
3 TOTALS 52,858,361 |......... 2,985,211 | 5.6 [
DETAILS OF WRITE-INS
B30T
330,
3303,
3398. Summary of remaining write-ins for Line 33 from overflowpage. ...
3399. Totals (Line 3301 through Line 3303 plus Line 3398) (Line 33). ... .. .. .o
PART 2 - DIRECT PREMIUMS WRITTEN
1 2 3
Current Current Prior
Quarter Year to Date Year to Date
L Rt
2. Alidlines. .. ..o [
3. Farmowners multiple peril. .. ... ...
4. Homeowners multiple peril .. ... ..
5. Commercial multiple peril . ... .
6. Mortgage guaranty. ... ... ...
8. 0CEANMANING. .. ..o\ e [
9. dnland maring . ... [
10, Financial guaranty. . ...
11.1 Medical malpractice-0CCUMTeNCE. ... ... .. ... o 22,239,136 |......... 52,749,336 |........ 53,718,725
11.2 Medical malpractice-claims made ...
12, Barthquake. ... ... ..
13, Groupaccidentand health ... ... .. . e
14, Creditaccidentand health ... [
15. Otheraccidentand health. ......... ... .. [
16, Workers' compensation. ........ ... ... e
17.1 Other liability-0cCUrrence . ... ..o
17.2 Other liability-claims made . ... e
18.1 Products liability-0CCUITENCE. . .. ... . .
18.2  Products liability-claims made
19.1,19.2  Private passenger auto liability. . ......... .. ...
19.3,19.4  Commercial auto liability. . ......... .. .. e
21, Autophysical damage. . ... .o
22, Aircraft (@l Perils) .. ..o
28, Fidelity. ..o
A Uy .
26. Burglaryand theft ... ..
21, Boilerand machinery. ... ... o
28, Credit.
29.  International
30.  Reinsurance-Nonproportional Assumed Property .. ......... ..o o XXX XXX XXX
31, Reinsurance-Nonproportional Assumed Liability . ........... .. ... XXX XXX XXX
32.  Reinsurance-Nonproportional Assumed Financial Lines. . ......... .. .. ... ... XXX XXX XXX
33, Aggregate write-ins for other lines of business . ...
B TOTALS 22,239,136 |......... 52,749,336 |........ 53,718,725
3398. Summary of remaining write-ins for Line 33 from overflow page. .......... ...
3399. Totals (Line 3301 through Line 3303 plus Line 3398) (Line 33). ... ... .. .

11-15-2007 16:35:12 2007.11
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PART 3 (000 Omitted)

STATEMENT AS OF SEPTEMBER 30, 2007 OF THE American Physicians Insurance Company

LOSS AND LOSS ADJUSTMENT EXPENSE RESERVES SCHEDULE

2 3 4 5 6 7 8 9 10 11 12 13
Prior Year-
End Known Prior-Year-End
Q.S. Date Case Loss IBNR Loss and
Q.S. Date Known Case and LAE LAE Reserves Prior Year-End
Total Prior 2007 Loss 2007 Loss Known Case Loss and LAE Reserves Developed Total Loss and
Year-End and LAE and LAE Total 2007 Loss and LAE Reserves on Total Q.S. Developed (Savings) / LAE Reserve
Prior Year- Prior Year- Loss and Payments Payments Loss and Reserves on Claims Loss and LAE (Savings) / Deficiency Developed
Yearsin End Known End IBNR LAE on Claims on Claims LAE Claims Reported or Q.S. Date Reserves Deficiency (Column 5 plus (Savings) /
Which Case Loss Loss and Reserves Reported as Unreported Payments Reported and Reopened IBNR Loss (Column 7 (Column 4 plus Column 8 plus Deficiency
Losses and LAE LAE (Column 1 of Prior as of Prior (Column 4 Open as of Subsequent to and LAE plus Column 8 Column 7 minus Column 9 minus (Column 11 plus
Occurred Reserves Reserves plus Column 2 Year-End Year-End plus Column 5 Prior Year End Prior Year End Reserves plus Column 9) Column 1) Column 2) Column 12
2004+
Prior ... 15,204 ... 10,915 26,119 4806 . 4,806 ... 7,506 5857 ... 13,363 ... (2,89 ... (5,088) ... (7,950)
2000 0 9,887 ... 6,569 ... 16,456 ... 4102 % 418 114 K 3913 "o 1,39 (2,606) ... (1,267)
Subtotals
2005
tprior 25,001 17,484 2571 8,908 ... % 8,924 ... 14,630 K 9,770 ... 264,434 (1,583) ... (7.664) ... (9,217)
2006 0 . 2082 .. 177 ‘61 6,26 ... ¥ 6,24 ... %ot 2 14,862 ... 30,060 84 2,541y .. (2,257)
Subtotals
2006
tprior 85973 B3 81,186 ... 15,164 54 15,28 2540 2 2462 54,494 ... (1,269) ... (10,205 ... (11,474)
2007 XXX XXX XXX XXx 3018 3,018 XXx . 12,48 ... 15,240 .. 27,648 XXX XXX XXX
Totals ... 85973 B3 81,186 ... 15,164 ... 3.0 18,26 . 2540 2,730 9872 82142 (1,269) ... (10,205 ... (11,474)
Prior
Year- Column 11, Line 7 Column 12, Line7 ~ Column 13, Line 7
End's As % of Column 1, As % of Column2,  As % of Column 3,
Surplus Line 7 Line 7 Line 7
As
Regards
Policy-
holders
......... 45,973 1. (2.8)%. 2. ... (29.0)%. 3o (4%

Column 13, Line 7

Line 8



STATEMENT AS OF SEPTEMBER 30, 2007 OF THE American Physicians Insurance Company

SUPPLEMENTAL EXHIBITS AND SCHEDULES INTERROGATORIES

The following supplemental reports are required to be filed as part of your statement filing. However, in the event that your company does not transact the type of business
for which the special report must be filed, your response of NO to the specific interrogatory will be accepted in lieu of filing a "NONE" report and a bar code will be printed

below. If the supplement is required of your company but is not being filed for whatever reason enter SEE EXPLANATION and provide an explanation following the
interrogatory questions.

Responses
1. Will the Trusted Surplus Statement be filed with the state of domicile and the NAIC with this statement? NO
EXPLANATION:
BARCODE:

3 2 5 5 7 2 0 0 7 4 9 0 0 0O 0 0 3
e L O O e

2. Will Supplement A to Schedule T (Medical Malpractice Supplement) be filed with this statement? YES
EXPLANATION:

BARCODE:

Document Identifier 450:

3. Will the Medicare Part D Coverage Supplement be filed with the state of domicile and the NAIC with this statement? NO
EXPLANATION:

BARCODE:

3 2 5 5 7 2 0 0O 7 3 6 5 0 0 0 0 3
e 0 A X

11-15-2007 16:35:12 2007.11 19



STATEMENT AS OF SEPTEMBER 30, 2007 OF THE American Physicians Insurance Company

Page EO1
Sch. A, Pt. 2, Real Estate Acquired
NONE

Sch. A, Pt. 3, Real Estate Sold
NONE

Page EO02
Schedule B, Part 1, Mortgage Loans Acquired
NONE

Schedule B, Part 2, Mortgage Loans Sold
NONE

Page EO3

Sch. BA, Pt. 1, Other Long-Term Invested Assets Acquired
Details filed with the state of domicile, state of commercial domicile and the NAIC.

Sch. BA, Pt. 2, Other Long-Term Invested Assets Sold
Details filed with the state of domicile, state of commercial domicile and the NAIC.

Page E04

Schedule D, Part 3, Long-Term Bonds and Stocks Acquired
Details filed with the state of domicile, state of commercial domicile and the NAIC.

Page EO5

Schedule D, Part 4, Long-Term Bonds and Stocks Disposed Of
Details filed with the state of domicile, state of commercial domicile and the NAIC.

Page EO6
Schedule DB, Part A, Section 1
NONE

Schedule DB, Part B, Section 1
NONE

Page EO7
Schedule DB, Part C, Section 1
NONE

Schedule DB, Part D, Section 1
NONE

Page EO8

Schedule E, Part 1, Cash
Details filed with the state of domicile, state of commercial domicile and the NAIC.

Page E09
Schedule E, Part 2, Cash Equivalents
NONE

11-15-2007 16:35:13 2007.11 Pages EO1,E02,E03,E04,E05,E06,E07,E08,E09
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SUPPLEMENT FOR THE QUARTER ENDING SEPTEMBER 30, 2007 OF THE American Physicians Insurance Company

MEDICARE PART D COVERAGE SUPPLEMENT

NAIC Group Code: 0000

NAIC Company Code: 32557

1 | 2 3 | 4 5
Individual Coverage Group Coverage
Total
Insured Uninsured Insured Uninsured Cash
1. Premiums Collected .................. XXX
2. Earned Premiums ................... XXX XXX
3. ClaimsPaid ......................... XXX |
4. Claims Incurred ..................... XXX XXX
5. Reinsurance Coverage and Low Income (
ClaimsPaidNetofReimbursementsApp Nl WO H W A B S B B ||
6. Aggregate Policy Reserves - Change ... XXX XXX
7. ExpensesPaid ...................... XXX |
8. Expenses Incurred ................... XXX XXX
9. Underwriting Gain Or LOSS. . . ... ..o XXX XXX
10. Cash Flow ReSults . ... XXX XXX XXX XXX |
(a) Uninsured Receivable/Payable with CMS at End of Quarter: ~ §................. duefromCMSor  §................. due to CMS

11-15-2007 16:35:13 2007.11
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SUPPLEMENT FOR THE QUARTER ENDING SEPTEMBER 30, 2007 OF THE American Physicians Insurance Company

SUPPLEMENT "A" TO SCHEDULE T
EXHIBIT OF MEDICAL MALPRACTICE PREMIUMS WRITTEN
ALLOCATED BY STATES AND TERRITORIES

The type of health care providers reported on this page is: Physicians, including surgeons and osteopaths

States, Etc.

1

Direct
Premiums
Written

2

Direct
Premiums
Earned

Direct Losses Paid

3

Amount

4
Number of
Claims

5

Direct
Losses
Incurred

8

Direct Losses
Incurred But
Not Reported

1. Alabama ... AL
2. Maska ... AK
3 Azona L. AZ
4. Arkansas ............................ AR
5. California ............................ CA
6. Colorado ............................. [ol0]
7. Connecticut .......................... CT
8. Delaware ........................... DE
9. District of Columbia .................... DC
10.Florida .............................. FL
11.6eorgia ... GA
2. Hawaii .............................. HI
B.0daho ... D
4. Minois ... IL
15, Indiana ... IN
6. lowa ... 1A
17.Kansas .............................. KS
18. Kentucky ... KY
19. Louisiana ............................ LA
20.Maine ... ME
2. Maryland ... MD
22. Massachusetts ....................... MA
23. Michigan ............................. MI
24, Minnesota ... MN
25. MissisSippi ... MS
26. Missouri ... MO
27. Montana ............................. MT
28. Nebraska ............................ NE
29 Nevada .............................. NV
30. New Hampshire ....................... NH
31 Newdersey ... NJ
32. NewMexico .......................... NM
33 NewYork ... NY
34. North Carolina ........................ NC
35. NorthDakota ......................... ND
36.0hio ... OH
37. Oklahoma ............................ 0K
38.0regon ... OR
39. Pennsylvania ......................... PA
40. Rhodelsland ......................... RI
41. South Carolina ........................ SC
42. SouthDakota ......................... SD
43.Tennessee ... N
. Texas ... X
5. Utah oo Ut
46. Vermont ... VT
47 Virginia ... VA
48. Washington .......................... WA
49. West Virginia ......................... w
50. Wisconsin ... Wi
51, Wyoming ............................. Wy
52. American Samoa ...................... AS
53.Guam ... GU
54. PuertoRico .......................... PR
55.U.S. Virginlslands .................... Vi
56. Northern Mariana Islands ............... MP
57.Canada .............................. CN
58. Aggregate Other Alien ................. oT
59. Totals ...

DETAILS OF WRITE-INS
5801.

5898, Summary of remaining write-ins for

Line 58 from overflow page

5899. Totals (Line 5801 through Line 5803 plus

Line 5898) (Line 58 above)

Direct Losses Unpaid
6 7
Amount Number of
Reported Claims
2515000 |12
LTS 6T
35,906,728 | 689

11-15-2007 16:35:13 2007.11
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SUPPLEMENT FOR THE QUARTER ENDING SEPTEMBER 30, 2007 OF THE American Physicians Insurance Company

SUPPLEMENT "A" TO SCHEDULE T
EXHIBIT OF MEDICAL MALPRACTICE PREMIUMS WRITTEN
ALLOCATED BY STATES AND TERRITORIES

The type of health care providers reported on this page is: Other health care professionals, including dentists

States, Etc.

1

Direct
Premiums
Written

2

Direct
Premiums
Earned

1. Alabama ... AL
2. Maska ... AK
3 Azona L. AZ
4. Arkansas ............................ AR
5. California ............................ CA
6. Colorado ............................. [ol0]
7. Connecticut .......................... CT
8. Delaware ........................... DE
9. District of Columbia .................... DC
10.Florida .............................. FL
11.6eorgia ... GA
2. Hawaii .............................. HI
B.0daho ... D
4. Minois ... IL
15, Indiana ... IN
6. lowa ... 1A
17.Kansas .............................. KS
18. Kentucky ... KY
19. Louisiana ............................ LA
20.Maine ... ME
2. Maryland ... MD
22. Massachusetts ....................... MA
23. Michigan ............................. MI
24, Minnesota ... MN
25. MissisSippi ... MS
26. Missouri ... MO
27. Montana ............................. MT
28. Nebraska ............................ NE
29 Nevada .............................. NV
30. New Hampshire ....................... NH
31 Newdersey ... NJ
32. NewMexico .......................... NM
33 NewYork ... NY
34. North Carolina ........................ NC
35. NorthDakota ......................... ND
36.0hio ... OH
37. Oklahoma ............................ 0K
38.0regon ... OR
39. Pennsylvania ......................... PA
40. Rhodelsland ......................... RI
41. South Carolina ........................ SC
42. SouthDakota ......................... SD
43.Tennessee ... N
4. Texas ... X
5. Utah oo Ut
46. Vermont ... VT
47 Virginia ... VA
48. Washington .......................... WA
49. West Virginia ......................... w
50. Wisconsin ... Wi
51, Wyoming ............................. Wy
52. American Samoa ...................... AS
53.Guam ... GU
54. PuertoRico .......................... PR
55.U.S. Virginlslands .................... Vi
56. Northern Mariana Islands ............... MP
57.Canada .............................. CN
58. Aggregate Other Alien ................. oT
59. Totals ...

DETAILS OF WRITE-INS
5801.

5898, Summary of remaining write-ins for

Line 58 from overflow page

5899. Totals (Line 5801 through Line 5803 plus

Line 5898) (Line 58 above)

5 Direct Losses Unpaid 8
Direct 6 7 Direct Losses
Losses Amount Number of Incurred But
Incurred Reported Claims Not Reported
80000 |2
o (192,893) | 71500 |8
o (192,893) | 221500 |0

11-15-2007 16:35:13 2007.11

Direct Losses Paid
3 4
Number of
Amount Claims
0T |3
B0 |3
450.2




3 2 5 5 7 2 0 0 7 4 9 0 0 O 0 0 3

PROPERTY AND CASUALTY SUPPLEMENT FOR THE QUARTER ENDING SEPTEMBER 30, 2007
OF THE U.S. BRANCH OF THE American Physicians Insurance Company

TRUSTEED SURPLUS STATEMENT
AFFIDAVIT OF U.S. MANAGERS, GENERAL AGENTS OR ATTORNEYS

being duly sworn, says that he/she is the of
the _American Physicians Insurance Company , a corporation organized under the laws of
entered to transact business in the United States through the State of , that this trusteed surplus statement together
with its related schedules appended hereto is a true statement of the trusteed surplus of said corporation, that the several |tems of assets, as hereinafter enumerated,
are the absolute property of said corporation, free and clear from any liens or claims thereon, except as hereinafter stated, and that each and all of the hereinafter
mentioned assets are held in the United States by Insurance Departments and Officers of the various States of the United States and Trustees as hereinafter indicated,
and that the assets, liabilities and deductions therefrom reported in this statement are in accordance with the instructions accompanying this statement.

Subscribed and sworn to before me this

day of A.D., 2007

AFFIDAVIT OF TRUSTEE - SCHEDULE B

being sworn, say that it is the Trustee of the =~ American Physicians Insurance Company ,
a corporation organized under the laws of , entered to transact business in the
United States through the State of , located at ,
that the assets listed in Schedule B of the following statement are held by it as such Trustee within the United States, and that the said assets are subject to no other
claims than those of policyholders and creditors

Subscribed and sworn to before me this
day of A.D., 2007

AFFIDAVIT OF TRUSTEE - SCHEDULE C

being sworn, say that it is the Trustee of the ~American Physicians Insurance Company ,
a corporation organized under the laws of , entered to transact business in the
United States through the State of , located at
that the assets listed in Schedule C of the following statement are held by it as such Trustee within the United States, and that the said assets are subject to no other
claims than those of policyholders and creditors within the United States.

Subscribed and sworn to before me this

day of A.D., 2007

AFFIDAVIT OF TRUSTEE - SCHEDULE D

being sworn, say that it is the Trustee of the ~American Physicians Insurance Company ,
a corporation organized under the laws of , entered to transact business in the
United States through the State of , located at
that the assets listed in Schedule D of the following statement are held by it as such Trustee within the United States, and that the said assets are subject to no other
claims than those of policyholders and creditors within the United States.

Subscribed and sworn to before me this

day of A.D., 2007

11-15-2007 16:35:13 2007.11 TSS-1



PROPERTY AND CASUALTY SUPPLEMENT FOR THE QUARTER ENDING SEPTEMBER 30, 2007
OF THE U.S. BRANCH OF THE American Physicians Insurance Company

TRUSTEED SURPLUS STATEMENT
ASSETS

SCHEDULE A - DEPOSITS WITH STATE OFFICERS (EXCLUDING SPECIAL DEPOSITS)

1

Line Number

2

Description

3
Admitted Asset
Value

4

Par Value

5

Fair Value

NONE

SCHEDULE B - DEPOSITS WITH UNITED STATES TRUSTEE

Mortgage Loans on Real Estate
Real Estate
Short-Term Ve MeNt .
Other Invested Assets
Miscellaneous Assets not included in any of the above categories. ........... ... ...
Accrued Investment Income
Totals

Mortgage Loans on Real Estate
Real Estate
Short-Term IVestMeNt .
Other Invested Assets
Miscellaneous Assets not included in any of the above categories. ........... ... ...
Accrued Investment Income
Totals

Real Estate
Short-Term IVeStment . .
Other Invested Assets
Miscellaneous Assets not included in any of the above categories. ........... ... ...
Accrued Investment Income
Totals

11-15-2007 16:35:14 2007 .11

TSS-2




PROPERTY AND CASUALTY SUPPLEMENT FOR THE QUARTER ENDING SEPTEMBER 30, 2007

OF THE U.S. BRANCH OF THE American Physicians Insurance Company

TRUSTEED SURPLUS STATEMENT
LIABILITIES AND TRUSTEED SURPLUS

1
Current Quarter

L Mot DS, ..
ADDITIONS TO LIABILITIES:

2. Ceded reinsurance balances payable

3. Agents' credit balances

4. Aggregate write-ins for other additions to liabilities

5. Total additions (Line 2 plus Line 3 plus Line 4)

6. Total (Line 1plus Line 5)

DEDUCTIONS FROM LIABILITIES:
7. Reinsurance recoverable on paid losses and loss adjustment expenses:
T4 AUhOIZEd COMPANIES. - ...

7.2 Unauthorized COMPANIES. . ... .. ..o

8. Special state deposits, not exceeding net liabilities carried in this statement on business in each respective state:

8.1 Special state deposits (submit schedule)

8.2 Accrued interest on special state deposits

9. Agents' balances or uncollected premiums not more than ninety day:

NO

10.2 Unauthorized COMPANIES. . . . ... ..o

Unpaid reinsurance premiums receivable, not exceeding losses and

10.1 Authorized companies. ...

. Aggregate write-ins for other deductions from liabilities

Total deductions (Line 7 through Line 11) ... o

0498. Summary of remaining write-ins for Line 4 from overflow page. . . ... ... o
0499. Totals (Line 0401 through Line 0403 plus Line 0498) (Line 4 above)

1198. Summary of remaining write-ins for Line 11 from overflow page. . ... .. ... oo
1199. Totals (Line 1101 through Line 1103 plus Line 1198) (Line 11 above)

11-15-2007 16:35:14 2007 .11 TSS-3
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