D L R

AMERINST INSURANCE G RRDonnelley ProFile fie! MWHilgkOcm 26-Mar-2009 10:50 EST 33124 TX1 ¥
FORM 10-K START PAGE . CHW CLN PS PMT 1C

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

(Mark One)

Annual report pursuant to section 13 or 15 (d) of the Securities Exchange Act of 1934
For the fiscal year ended December 31, 2008

or
[] Transition report pursuant to section 13 or 15 (d) of the Securities Exchange Act of 1934
For the transition period from to

000-28249

(Commission file number)

AMERINST INSURANCE GROUP, LTD.

(Exact Name of Registrant as Specified in its Charter)

BERMUDA 98-0207447
(State or other jurisdiction of (LR.S. Employer
Incorporation or Organization) Identification No.)

c/o Cedar Management Limited
25 Church Street, Continental Building
P.O. Box HM 1601, Hamilton, Bermuda HMGX
(Address of Principal Executive Offices) (Zip Code)
(441) 296-3973

(Registrant’s telephone number)

Securities registered pursuant to Section 12(b) of the Act: None
Securities registered pursuant to Section 12(g) of the Act:

COMMON SHARES, PAR VALUE $1.00 PER SHARE
(Title of class)

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act. YES [] NO

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15 (d) of the
Act. YES [] NO

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15 (d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the Registrant was required
to file such reports) and (2) has been subject to such filing requirements for the past 90 days. YES NO []

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein,
and will not be contained, to the best of Registrant’s knowledge, in definitive proxy or information statements incorporated
by reference in Part III of this Form 10-K or any amendment to this Form 10-K. []

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or
a smaller reporting company. See the definitions of “accelerated filer,” “large accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer [ ] Accelerated filer []
Non-accelerated filer [ ] Smaller reporting company
(Do not check is a smaller reporting company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). YES [] NO

As of March 1, 2009, the registrant had 995,253 common shares, $1.00 par value per share outstanding. The aggregate
market value of the common stock held by non-affiliates of the Registrant as of the last business day of the Registrant’s most
recently completed second fiscal quarter was $23,505,218 based on book value as of June 30, 2008.

Documents Incorporated by Reference
Incorporated
By Reference
In Part No.

Portions of the Company’s Proxy Statement in connection with the Annual General Meeting of Shareholders to
be held on June 11,2000 . . ... I




T

AMERINST INSURANCE G RRDonnelley ProFile fie! MWRshif0cm 26-Mar-2009 13:43 EST 33124 TX 2

4*

FORM 10-K

START PAGE . CHW CLN PS _PMT

1C

PART I

Item 1.
Item 1A.
Item 1B.
Item 2.
Item 3.
Item 4.

PART II
Item 5.

Item 6.
Item 7.

Item 7A.
Item 8.
Item 9.

Item 9A.
Item 9B.
PART III

Item 10.
Item 11.
Item 12.

Item 13.

Item 14.
PART IV

Item 15.

Signatures ...

AMERINST INSURANCE GROUP, LTD.

Annual Report on Form 10-K
For the year ended December 31, 2008

TABLE OF CONTENTS
@
BUSINESS . . oot 4
Risk FacCtors . ... ..o e 10
Unresolved Staff Comments . ........ ... .. it 14
Properties .. ... 14
Legal Proceedings .. ... ...ttt e 14
Submission of Matters to a Vote of Security Holders ............................. 14
Market for Registrant’s Common Equity, Related Shareholder Matters and Issuer
Purchases of Equity SECUrities .. ... ........ou ittt 15
Selected Financial Data . ....... ... .. . 16
Management’s Discussion and Analysis of Financial Condition and Results of
OPCIALIONS . . . o e vt et ettt e e e e e e e e e e e 16
Quantitative and Qualitative Disclosures about Market Risk ....................... 29
Financial Statements and Supplementary Data . ........... ... ... .. .. .. ... ...... 30
Changes in and Disagreements with Accountants on Accounting and Financial
DISCIOSUIE . . . .o 46
Controls and Procedures . . ....... ... 46
Other Information . . ... ... . 46
Directors, Executive Officers and Corporate GOVernance . ......................... 47
Executive COMPENSAtION . . ...ttt ettt e et e e e e 47
Security Ownership of Certain Beneficial Owners and Management and Related
Shareholder Matters ... ... ... ...t e e 47
Certain Relationships and Related Transactions, and Director Independence . .......... 47
Principal Accountant Fees and Services .............. ... 47
Exhibits and Financial Statement Schedules .......... ... ... .. ... .. .. .. ..., 48
......................................................................... 49



D

AMERINST INSURANCE G RR Donnelley ProFile  fy5e! MWHRobbrOcm 26-Mar-2009 10:57 EST 33124 TX3 2*
FORM 10-K START PAGE . CHW CLN PS PMT 1C
Introductory Note

Caution Concerning Forward-Looking Statements

Certain statements contained in this Form 10-K, or otherwise made by our officers, including statements
related to our future performance and our outlook for our businesses and respective markets, projections,
statements of our management’s plans or objectives, forecasts of market trends and other matters, are “forward-
looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995, and contain
information relating to us that is based on the beliefs of our management as well as assumptions made by, and
information currently available to, our management. The words “anticipate,” “expect,” “believe” and similar
expressions as they relate to us or our management are intended to identify forward-looking statements. Such
statements reflect our management’s current views with respect to future events and are subject to certain risks,
uncertainties and assumptions that could cause actual results to differ materially from those reflected in any
forward-looking statements. Our actual future results may differ materially from those set forth in our forward-
looking statements. Factors that might cause such actual results to differ materially from those reflected in any
forward-looking statements include, but are not limited to, the factors discussed in detail in Part I, Item 1A. “Risk
Factors” and Part II, Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” in this form 10-K, as well as:

e the occurrence of catastrophic events with a frequency or severity exceeding the Company’s
expectations;

e adecrease in the level of demand for reinsurance or an increase in the supply of reinsurance capacity;
e the resolution of the Company’s negotiations with CNA Financial Corporation;

e the Company’s ability to enter into new lines of business after termination of its main reinsurance
agreement at the end of 2009;

e aworsening of the current global economic market conditions and global credit crisis and changing rates
of inflation and other economic conditions;

e increased competitive pressures, including the consolidation and increased globalization of reinsurance
providers;

e actual losses and loss expenses exceeding the Company’s loss reserves, which are necessarily based on
the actuarial and statistical projections of ultimate losses;

e changes in the legal or regulatory environments in which we operate; and

e other risks, including those risks identified in any of our other filings with the Securities and Exchange
Commission.

The foregoing review of important factors should not be construed as exhaustive and should be read in
conjunction with other cautionary statements that are included herein. Readers are cautioned not to place undue
reliance on these forward-looking statements, which reflect our management’s analysis only as of the date they
are made. We undertake no obligation to release publicly the results of any future revisions we may make to
forward-looking statements to reflect events or circumstances after the date hereof or to reflect the occurrence of
unanticipated events.
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PART I

Item 1. Business
General

Unless otherwise indicated by the context, in this annual report we refer to AmerInst Insurance Group, Ltd.
and its subsidiaries as the “Company,” “AmerInst,” “we” or “us.” AMIC Ltd. means AmerInst’s wholly-owned
subsidiary, AmerInst Insurance Company, Ltd. Investco means AmerInst Investment Company, Ltd, a subsidiary
of AMIC Ltd. AMIG means our predecessor entity, AmerInst Insurance Group, Inc. a Delaware corporation.
Also, unless otherwise indicated by the context, “AmerInst” means the parent company, Amerlnst Insurance
Group, Ltd. Our principal offices are c/o Cedar Management Limited, 25 Church Street, Continental Building,
P.O. Box HM 1601, Hamilton, Bermuda, HM GX.

Amerlnst, a Bermuda holding company, was formed in 1998. We conduct our reinsurance business through
AMIC Ltd., our subsidiary, which is a registered insurer in Bermuda. Our investment portfolio is held in and
managed by Investco.

Our mission is to be a company that provides availability of insurance for the Certified Public Accountant
(“CPA”) profession, and that engages in investment activities. Historically, the primary business activity of our
wholly owned insurance company subsidiary, AMIC Ltd., has been to act as a reinsurer of professional liability
insurance policies that are issued under the Professional Liability Insurance Plan sponsored by the American
Institute of Certified Public Accountants (“AICPA”). The AICPA plan offers professional liability coverage to
accounting firms and individual CPAs in all 50 states. Effective June 1, 2005, we accepted a 5% share in the first
excess layer of $2,000,000 excess of $1,000,000 of CAMICO Mutual Insurance Company (“CAMICO”), a
California-based writer of accountants’ professional liability business. Effective June 1, 2006, the contract
renewed for similar terms and conditions. Effective June 1, 2007, the contract renewed with our share amended
to 2.5%, but of a $4,000,000 excess $1,000,000 layer. Effective June 1, 2008 the contract renewed for similar
terms. Approximately 25,000 accounting firms and individual CPAs are insured under these plans. We also
reinsured attorneys’ professional liability in 2003. We continue to look for ways in which it may be advantageous
to expand our business to include the reinsurance of lines of coverage other than accountants’ professional
liability. Any such expansion may be subject to our obtaining regulatory approvals, among other things.

Our reinsurance activity depends upon agreements with outside parties. In August 1993, AMIG, our
predecessor entity, began the current reinsurance relationship with CNA Financial Corporation (“CNA”), taking
a 10% participation of the first $1,000,000 of liability of each policy written under the AICPA plan. Effective
December 1999, we began taking a 10% share of CNA’s “value plan” business. The “value plan” provides for
separate limits up to $1,000,000 for losses and separate limits up to $1,000,000 for expenses per occurrence and
$2,000,000 in the aggregate. The maximum limits under the “value plan” are $2,000,000 per occurrence and
$4,000,000 in the aggregate. We renewed our existing arrangements on January 1, 2008.

CNA Agreement

On January 5, 2009, AMIC Ltd. received written notice from CNA that CNA does not intend to renew the
reinsurance program encompassed by the AICPA Plan and the Value Plan Policies Accountants Professional
Liability Quota Share Treaty effective January 1, 2010. AmerInst’s underwriting profitability is substantially
dependent upon the policy pricing, risk selection and claims administration functions exclusively controlled and
performed by CNA, the officially sponsored insurer for the AICPA Plan. Neither AmerInst nor any of its
subsidiaries has any contractual right to act as a reinsurer or in any other capacity incident to the AICPA Plan.
The business relationship with CNA currently accounts for over 95% of Amerlnst’s operating revenue.

The Board has authorized AmerlInst’s Underwriting, Actuarial and Reinsurance Committee to discuss with
CNA the terms and potential termination of the Agreement, and authorized the Business Development
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Committee to consider other business opportunities. The committee is currently in commutation and rescission
negotiations with CNA and reviewing other potential lines of business. However, the outcome of the committee’s
negotiations with CNA and review of other potential businesses is not yet certain.

Third-party Managers and Service Providers

Cedar Management Limited provides the day-to-day services necessary for the administration of our
business. Effective July 1, 2008, USA Risk Group (Bermuda) Ltd., our former manager, acquired a majority
interest in Cedar Management Limited, a Bermuda based captive manager. Following the acquisition, the
business operations of USA Risk Group (Bermuda) Ltd. and Cedar Management Limited were combined and
operate as Cedar Management Limited. Shareholder services are conducted by USA Risk Group of Vermont,
Inc., an affiliate of Cedar Management Limited.

The Country Club Bank of Kansas City, Missouri, provides portfolio management of fixed-income
securities and directs our investments pursuant to guidelines approved by us. Harris Associates L.P., Harris
Alternatives Investment Group, and Northeast Investment Management, Inc. provide discretionary investment
advice with respect to our equity investments. We have retained Milliman, an independent casualty actuarial
consulting firm, to render advice regarding actuarial matters.

Professional Liability Coverage

The form of professional liability policy issued by CNA which we ultimately reinsure is a Professional
Liability Company Indemnity Policy form. The coverage provided under this policy is on a “claims made” basis,
which means the policy covers only those losses resulting from claims asserted against the insured during the
policy period. The insuring clause of the policy, which indemnifies for losses caused by acts, errors or omissions
in the insured’s performance of professional accounting services for others, is in three parts:

Clause A indemnifies the accounting firm insured and, unless excluded by endorsements, any predecessor
firms;

Clause B indemnifies any accountant or accounting firm while performing professional accounting services
under contract with the insured; and

Clause C indemnifies any former or new partner, officer, director or employee of the firm or predecessor
firms.

Depending on the insured, defense costs for the policies issued by CNA (and reinsured by us) are either
within the policy limits or in addition to policy limits. CNA charges an additional premium to cover the cost of
providing defense costs in addition to the policy limits under its “value plan.” Insureds under the value plan have
separate limits for losses and defense costs. Settlements are made only with the written consent of the insured.
However, if the insured contests the settlement recommended by the insurer, those policies will only cover costs
that do not exceed the lesser of the amount for which the claim could have been settled or the policy limits.

Effective January 1, 2003, we entered into a 15% quota share participation of the attorneys’ professional
liability coverage provided by Professionals Direct Insurance Company. This participation terminated on
December 31, 2003. However, we remain potentially liable for claims related to this period of coverage.

Effective June 1, 2005, we accepted a 5% share in CAMICOs first excess layer of $2,000,000 excess of
$1,000,000. The contract renewed on June 1, 2006 for similar terms and conditions. Effective June 1, 2007, the
contract renewed with our share amended to 2.5% of a $4 million excess $1 million layer. Effective June 1, 2008,
the contract renewed for the similar expiring terms.
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Competition

The AICPA plan’s current major competition comes from three large, established insurance companies. A
number of smaller companies compete in the field, but none have significant nationwide market share. Many of
these companies charge lower premiums than the AICPA plan, and may provide different terms of coverage. The
AICPA plan’s principal competitive strength is its commitment to the use of large, financially strong and
experienced primary insurers, which enhances its capacity to continue to be a stable and dependable source of
coverage and to pay losses as they arise.

Licensing and Regulation

The rates and terms of reinsurance agreements generally are not subject to regulation by any governmental
authority. This is in contrast to direct insurance policies, the rates and terms of which are subject to regulation by
state insurance departments. As a practical matter, however, the rates charged by primary insurers place a limit
upon the rates that can be charged by reinsurers.

Amerlnst, through its wholly-owned subsidiary, AMIC Ltd., is subject to regulation under the insurance
laws of Bermuda, where AMIC Ltd. and AmerInst are domiciled.

Bermuda Regulation

AMIC Ltd., as a licensed Bermuda insurance company, is subject to regulation under The Insurance Act of
1978, as amended, and Related Regulations, which provide that no person shall conduct insurance business,
including reinsurance, in or from Bermuda unless registered as an insurer under the Insurance Act by the
Supervisor of Insurance. In deciding whether to grant registration, the Supervisor of Insurance has discretion to
act as he thinks fit in the public interest. The Supervisor of Insurance is required by the Insurance Act to
determine whether an applicant for registration is a fit and proper body to be engaged in insurance business and,
in particular, whether it has, or has available to it, adequate knowledge and expertise. In connection with
registration, the Supervisor of Insurance may impose conditions relating to the writing of certain types of
insurance.

The Insurance Act requires, among other things, that Bermuda insurance companies meet and maintain
certain standards of liquidity and solvency, file periodic reports in accordance with the Bermuda Statutory
Accounting Rules, produce annual audited statutory financial statements and maintain a minimum level of
statutory capital and surplus. In general, the regulation of insurers in Bermuda relies heavily upon the directors
and managers of a Bermuda insurer, each of which must certify each year that the insurer meets the solvency,
liquidity and capital requirements of the Insurance Act. Furthermore, the Supervisor of Insurance is granted
powers to supervise, investigate and intervene in the affairs of insurance companies. Significant aspects of the
Bermuda insurance regulatory framework are described below.

An insurer’s registration may be canceled by the Supervisor of Insurance on grounds specified in the
Insurance Act, including the failure of the insurer to comply with the obligations of the Insurance Act or if, in the
opinion of the Supervisor of Insurance, the insurer has not been carrying on business in accordance with sound
insurance principles.

Every registered insurer must appoint an independent auditor approved by the Supervisor of Insurance. That
auditor must annually audit and report on the statutory financial statements and the statutory financial return of
the insurer, both of which are required to be filed annually with the Supervisor of Insurance. The approved
auditor may be the same person or firm that audits the insurer’s financial statements and reports for presentation
to its shareholders.

The Insurance Act provides that the statutory assets of an insurer must exceed its statutory liabilities by an
amount greater than the prescribed minimum solvency margin. Pursuant to the Insurance Act, AMIC Ltd. is

6
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registered as a Class 3 insurer and, as such: (i) is required to maintain a minimum solvency margin equal to the
greatest of: (x) $1,000,000, (y) 20% of net premiums written in its current financial year up to $6,000,000 plus
15% of net premiums written in its current financial year over $6,000,000, or (z) 15% of loss reserves; (ii) is
required to file annually with the Supervisor of Insurance a statutory financial return together with a copy of its
statutory financial statements which includes a report of the independent auditor concerning its statutory financial
statements, a declaration of the statutory ratios, and the related solvency certificate, and an opinion of a loss
reserve specialist in respect of its loss and loss expense provisions, all within four months following the end of
the relevant financial year; (iii) is prohibited from declaring or paying any dividends during any financial year if
it is in breach of its minimum solvency margin or minimum liquidity ratio or if the declaration or payment of
such dividends would cause it to fail to meet such margin or ratio (if it fails to meet its minimum solvency
margin or minimum liquidity ratio on the last day of any financial year, it will be prohibited, without the
approval of the Supervisor of Insurance, from declaring or paying any dividends during the next financial year);
(iv) is prohibited, without the approval of the Supervisor of Insurance, from reducing by 15% or more its total
statutory capital, as set out in its previous year’s financial statements; and (v) if it appears to the Supervisor of
Insurance that there is a risk of an insurance company becoming insolvent or that it is in breach of the Insurance
Act or any conditions imposed upon its registration, the Supervisor of Insurance may, in addition to the
restrictions specified above, direct it not to declare or pay any dividends or any other distributions or may restrict
it from making such payments to such extent as the Supervisor of Insurance may think fit.

The Insurance Act also provides a minimum liquidity ratio for general business. An insurer engaged in
general business is required to maintain the value of its relevant assets at not less than 75% of the amount of its
relevant liabilities. Relevant assets include cash and time deposits, quoted investments, unquoted bonds and
debentures, first liens on real estate, investment income due and accrued, accounts and premiums receivable and
reinsurance balances receivable. There are certain categories of assets which, unless specifically permitted by the
Supervisor of Insurance, do not automatically qualify such as advances to affiliates, real estate and collateral
loans. The relevant liabilities are total general business insurance reserves and total other liabilities less deferred
income tax and sundry liabilities (by interpretation, those not specifically defined). Based upon the foregoing, the
investment by AMIC Ltd. in an investment subsidiary, AmerInst Investment Company, Ltd. (“Investco”),
requires the specific approval of the Supervisor of Insurance for classification as a relevant asset, which we have
received.

The Supervisor of Insurance may appoint an inspector with extensive powers to investigate the affairs of an
insurer if the Supervisor of Insurance believes that an investigation is required in the interest of the insurer’s
policyholders or persons who may become policyholders. In order to verify or supplement information otherwise
provided to him, the Supervisor of Insurance may direct an insurer to produce documents or information in
relation to matters connected with the insurer’s business.

If it appears to the Supervisor of Insurance that there is a risk of an insurer becoming insolvent, or if the
insurer is in breach of the Insurance Act or the regulations or of any condition imposed on its registration as an
insurer, the Supervisor of Insurance may direct the insurer in certain respects, including not to take on any new
insurance business; not to vary any insurance contract if the effect would be to increase the insurer’s liabilities;
not to make certain investments; to realize certain investments; to maintain in, or transfer to and to keep in the
custody of, a specified bank, certain assets; not to declare or pay any dividends or other distributions or to restrict
the making of such payments; and/or to limit its premiums.

As a Bermuda insurer, we are required to maintain a principal office in Bermuda and to appoint and
maintain a Principal Representative in Bermuda. For the purpose of the Insurance Act, our principal office is c/o
Cedar Management Limited, 25 Church Street, Continental Building, P.O. Box HM 1601, Hamilton HMGX,
Bermuda, which is our Principal Representative in Bermuda. An insurer may only terminate the appointment of
its Principal Representative with a reason acceptable to the Supervisor of Insurance, and the principal
representative may not cease to act as such, unless the Supervisor of Insurance is given 21 days’ notice in writing
of the intention to do so. It is the duty of the Principal Representative, upon reaching the view that there is a

7
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likelihood of the insurer for which he acts becoming insolvent or it coming to his knowledge, or his having
reason to believe, that an “event” has occurred, to provide verbal notification immediately, and make a report in
writing to the Supervisor of Insurance setting out all the particulars of the case that are available to him within
14 days. Examples of such an “event” include failure by the insurer to comply substantially with a condition
imposed upon the insurer by the Supervisor of Insurance relating to a solvency margin or liquidity or other ratio.

Our business is conducted from offices in Hamilton, Bermuda. We manage our investments, directly and
through AMIC Ltd., through independent investment advisors in the U.S. or other investment markets as needed
and appropriate. We do not operate as an investment manager or as a broker dealer requiring registration under
investment advisory or securities broker regulations in the U.S., Bermuda or otherwise. The directors and officers
of AMIC Ltd. negotiate reinsurance treaties for acceptance in Bermuda. Among other matters, the following
business functions are conducted from our Bermuda offices: (i) communications with our shareholders, including
financial reports; (ii) communications with the general public of a nature other than advertising; (iii) solicitation
of the sale by us or any of our subsidiaries of shares in any of such entities; (iv) accepting subscriptions of new
shareholders of the Company; (v) maintenance of principal corporate records and original books of account;

(vi) audit of original books of account; (vii) disbursement of funds in payment of dividends, claims, legal fees,
accounting fees, and officers’ and directors’ fees; (viii) arrangement for and conduct of meetings of our
shareholders and directors and shareholders and directors of our subsidiaries; and (ix) execution of repurchases
of our shares and shares of our subsidiaries. We do not maintain an office or place of business in the United
States.

AMIC Ltd.’s ability to pay dividends to Amerlnst is subject to the provisions of the Bermuda insurance and
companies laws. Under the Companies Act, that subsidiary would be prohibited from declaring or paying a
dividend at December 31, 2008 if such payment would reduce the realizable value of its assets to an amount less
than the aggregate value of its liabilities, issued share capital, and share premium accounts. As at December 31,
2008, approximately $20 million was available for the payment of dividends to shareholders. In addition, that
subsidiary must be able to pay its liabilities as they come due after the payment of a dividend. Our ability to pay
dividends to common shareholders and to pay our operating expenses is dependent on cash dividends from our
subsidiaries. The payment of such dividends by AMIC Ltd., including its subsidiary Investco, to us is also
limited under Bermuda law by the Insurance Act and Related Regulations which require that AMIC Ltd.
maintain minimum levels of solvency and liquidity. For the years ended December 31, 2008, 2007 and 2006
these requirements have been met as follows:

Statutory
Capital & Surplus Liquid Assets
Minimum Actual Minimum Actual
December 31,2008 ................ $3,662,424  $24,632,564  $29,227,476  $66,540,279
December 31,2007 ................ $4,111,443  $25,135,361  $32,946,033  $69,063,405
December 31,2006 ................ $4,224205  $23,118,869  $33,233,869  $67,505,696

AMIC Ltd. writes more than 50% unrelated business and consequently, in accordance with the requirements
of the Insurance Amendment Act 2008, will be reclassified as a Class 3A reinsurer effective January 1, 2009. The
reclassification will not result in any changes in statutory requirements.

Customers

Our only source of income, other than our investment portfolio, is our reinsurance treaties. Without such
reinsurance treaties, we believe current levels of investment income would provide enough revenue to continue
operations while the Company evaluated other reinsurance and insurance opportunities.

Employees

We have no employees. Our operating activities, as well as certain management functions, are performed by
Cedar Management Limited under the direction of our board of directors pursuant to a contract. This contract
may be terminated by either party on not more than 90 and not less than 60 days prior written notice.

8
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Loss Reserves

Our loss reserves, changes in aggregate reserves for the last two years, and loss reserve development as of
the end of each of the last ten years, are discussed in Item 7 of this Report, “Management’s Discussion and
Analysis of Financial Condition and Results of Operations,” Note 2 to our Consolidated Financial Statements
included in Item 8 of this Report, and Note 5 to our Consolidated Financial Statements.

Developing Business

Amerlnst has filed an application for a U.S. patent on a unique financing concept that it has developed to
securitize insurance and reinsurance risk, involving property, casualty, life and health. Such securitization would
be by equity and debt financing of Bermuda special purpose companies licensed as reinsurers. It is AmerInst’s
intention to grant patent licenses to the special purpose companies and investment banking organizations which
will market the securities. In addition to the license royalties, AmerInst would manage the special purpose
companies for a fee and at its option could invest in them as well. However, AmerInst may not be issued a patent,
and, even if so, may not be able to license such patent.

Amerlnst has entered into confidentiality agreements with several investment banking organizations.

In addition to the patent application, Amerlnst has obtained a trademark under which the concept will be
marketed.

Amerlnst has two operating segments: 1) reinsurance activity and 2) RINITS™, its insurance financing
product, which is in the marketing phase of development. See Note 11, Segment Information, of the notes to the
consolidated financial statements contained in Item 8 of this annual report on Form 10-K for financial
information concerning these segments.

Available Information

We file annual, quarterly, and current reports, proxy statements and other information with the Securities
and Exchange Commission (“SEC” or the “Commission”). You may read any document we file with the
Commission at the Commission’s public reference room at 100 F Street, NE, Washington, DC 20549. Please call
the Commission at 1-800-SEC-0330 for information on the public reference room. The Commission maintains an
internet site that contains annual, quarterly, and current reports, proxy and information statements and other
information that issuers (including Amerlnst) file electronically with the Commission. The Commission’s
internet site is www.sec.gov.

Our internet site is www.amerinst.bm. We make available free of charge through our internet site our annual
report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and any amendments to those
reports filed or furnished pursuant to the Securities Exchange Act of 1934, as soon as reasonably practicable after
such material is electronically filed with, or furnished to, the Commission. You will need to have on your
computer the Adobe Acrobat Reader® software to view these documents, which are in PDF format. If you do not
have Adobe Acrobat Reader, a link to Adobe’s internet site, from which you can download the software, is
provided. We also make available, through our internet site, via links to the Commission’s internet site,
statements of beneficial ownership of our equity securities filed by our directors, officers, 10% or greater
shareholders and others under Section 16 of the Securities Exchange Act. In addition, we post on
www.amerinst.bm our Memorandum of Association, our Bye-Laws, our Statement of Share Ownership Policy,
Charters for our Audit Committee and Nominating Committee, as well as our Code of Business Conduct and
Ethics. You can request a copy of these documents, excluding exhibits, at no cost, by writing or telephoning us
c/o Cedar Management Limited, 25 Church Street, Continental Building, P.O. Box HM 1601 Hamilton, Bermuda
HMGX, Attention: Investor Relations (441) 296-3973. The information on our internet site is not incorporated by
reference into this report.
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Item 1A. Risk Factors

You should consider carefully the following risk factors before deciding whether to invest in our common
stock. Our business, including our operating results and financial condition, could be harmed by any of these
risks. Additional risks and uncertainties not currently known to us or that we currently deem to be immaterial
also may materially and adversely affect our business. The value of our common stock could decline due to any
of these risks, and you may lose all or part of your investment. In assessing these risks you should also refer to
the other information contained in our filings with the SEC, including our financial statements and related notes.

Because CNA, our primary insurer has given us notice that it will not renew our reinsurance agreement with
them after 2009, if we are unable to create and successfully implement a new business plan, our ability to
generate revenue will be materially adversely affected.

On January 5, 2009, AMIC Ltd., our wholly-owned subsidiary, received written notice from CNA that CNA
does not intend to renew it reinsurance agreement with us regarding the AICPA Plan effective January 1, 2010.
The business relationship with CNA currently accounts for over 95% of our operating revenue. Our underwriting
profitability is substantially dependent upon the policy pricing, risk selection and claims administration functions
exclusively controlled and performed by CNA, the officially sponsored insurer for the AICPA Plan. Neither we
nor any of our subsidiaries has any contractual right to act as a reinsurer or in any other capacity incident to the
AICPA Plan.

We are currently in the process of investigating alternate businesses and creating a new business plan.
Because any new business plan we create, if any, will be unproven, it may not result in the generation of material
revenues or profitability.

We participate in a potentially unprofitable, unstable market.

Accountants’ professional liability insurance is a volatile risk with fluctuations both in the frequency and
severity of claims, particularly severity. This is aggravated by the casualty insurance cycle, which over a period
of years varies from a hard market with high or increasing premiums charged for risk, to a soft market with low
or decreasing premiums being charged. The interaction of volatility and insurance cycle variation results in a
high degree of unpredictability of underwriting results from year to year. Because as a reinsurer, we will be
directly influenced by the premium competition in the primary market, and as a quota share reinsurer, we will be
directly dependent on the underwriting results of our cedants, therefore our revenue could be adversely affected
by factors beyond our control.

Our investment return may not be sufficient to offset underwriting losses.

Our investment income is subject to variation due to fluctuations of market interest rates on our fixed
income portfolio, and fluctuations of stock prices in our equity portfolio. If such investment income is not
sufficient to offset potential underwriting losses or our capital is not sufficient to absorb adverse underwriting
and/or investment results, our profitability would be adversely affected.

We are dependent upon parties unrelated to us.

Because we have no full-time employees, our underwriting and investment activities will depend
substantially upon the services of outside parties. Our principal executive officer, who is also a director, and
principal financial officer, are employees of Cedar Management Limited., one of the principal outside service
providers, and thus potential conflicts of interest exist. If such parties were not to renew their relationship with
us, or only upon terms that were not acceptable to us, then our ability to conduct our business would be
materially adversely affected.
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Your ownership of our shares does not guarantee insurance coverage.

The ownership of our common shares by an accounting firm or individual practitioner will not guarantee
that such firm or individual will thereafter be able to obtain professional liability insurance under the AICPA
Plan or other policies reinsured by AMIC Ltd., or that such insurance will be competitively priced. In order to be
eligible for coverage under the Plan, a CPA firm must be an acceptable risk under applicable current
underwriting criteria.

There is no market for our shares, which may be subject to restrictions on transfer.

There is currently no market for our common shares and it is unlikely that a market will develop. Our
common shares are not listed on any stock exchange or automated quotation system. Under our Bye-Laws, our
Board of Directors has the authority to prohibit all transfers of shares. Further, because an integral part of the
value of our common shares is our commitment to utilize the insurance capacity of AMIC Ltd. for the benefit of
our shareholders it is unlikely that any individual or entity other than sole practitioners and accounting firms
would be interested in purchasing our common shares.

Reinsurance may not be available to us.

In order to limit the effect of large and multiple losses upon our financial condition, AMIC Ltd. may, in the
future, seek reinsurance for its own account. From time to time, market conditions have limited the availability of
reinsurance, and in some cases have prevented insurers and reinsurers from obtaining the types and amounts of
reinsurance which they consider adequate for their business needs. If AMIC Ltd. is unable to obtain the desired
amounts of reinsurance, or, if it is able to obtain such reinsurance only on terms not sufficiently favorable to
operate profitably, we could be adversely affected.

Difficult conditions in the economy generally may materially adversely affect our business and results of
operations, and these conditions may not improve in the near future.

Current market conditions and the instability in the global credit markets present additional risks and
uncertainties for our business. In particular, continued deterioration in the public debt and equity markets could
lead to additional investment losses. The severe downturn in the public debt and equity markets, reflecting
uncertainties associated with the mortgage crisis, worsening economic conditions, widening of credit spreads,
bankruptcies and government intervention in large financial institutions, has resulted in significant realized and
unrealized losses in our investment portfolio. Depending on market conditions going forward, particularly if
current market conditions do not improve in the near future, we could incur substantial additional realized and
unrealized losses in future periods, which could have an adverse impact on our results of operations and financial
condition. The current market volatility may also make it more difficult to value certain of our securities if
trading becomes less frequent. As such, valuations may include assumptions or estimates that may have
significant period-to-period changes that could have a material adverse effect on our results of operations or
financial condition.

We may be impacted by claims relating to the current financial market turmoil.

We reinsure professional liability insurance for certified public accountants. The financial institutions and
financial services segment has been particularly impacted by the current financial market turmoil. As a result,
accountants that service this industry may be subject to additional claims. This may give rise to increased
litigation, including class action suits, which may involve clients of parties for which we provide reinsurance. To
the extent we have claims relating to these events, it could cause substantial volatility in our financial results and
could have a material adverse effect on our financial condition and results of operations.
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Actual claims may exceed our reserves for losses and loss expenses.

Our success depends on our ability to accurately assess the risks associated with the businesses that we
reinsure. We establish loss reserves to cover our estimated liability for the payment of all losses and loss
expenses incurred with respect to the policies we write. Loss reserves do not represent an exact calculation of
liability. Rather, loss reserves are estimates of what we expect the ultimate resolution and administration of
claims will cost. These estimates are based on actuarial and statistical projections and on our assessment of
currently available data, as well as estimates of future trends in claims severity and frequency, judicial theories of
liability and other factors. Loss reserve estimates are refined as experience develops and claims are reported and
resolved. Establishing an appropriate level of loss reserves is an inherently uncertain process. It is therefore
possible that our reserves at any given time will prove to be inadequate.

We have estimated our net losses based on actuarial analysis of claims information. Actual losses may vary
from those estimated and will be adjusted in the period in which further information becomes available. To the
extent we determine that actual losses or loss expenses exceed our expectations and reserves reflected in our
financial statements, we will be required to increase our reserves to reflect our changed expectations. This could
cause a material increase in our liabilities and a reduction in our profitability, including operating losses and a
reduction of capital.

Government authorities are continuing to investigate the insurance industry, which may adversely affect our
business.

The attorneys general for multiple states and other insurance regulatory authorities have been investigating a
number of issues and practices within the insurance industry. These investigations of the insurance industry in
general, whether involving the company specifically or not, together with any legal or regulatory proceedings,
related settlements and industry reform or other changes arising therefrom, may materially adversely affect our
business and future prospects.

Legislative and regulatory requirements could have a material adverse effect on our business.

We and our subsidiaries are required to comply with a wide variety of laws and regulations applicable to
insurance or reinsurance companies. The insurance and regulatory environment, in particular for offshore
insurance and reinsurance companies, has become subject to increased scrutiny in many jurisdictions, including
the United States, and various states within the United States. In the past, there have been Congressional and
other initiatives in the United States regarding increased supervision and regulation of the insurance industry. It
is not possible to predict the future impact of changes in laws and regulations on our operations. The cost of
complying with any new legal requirements could have a material adverse effect on our business.

Our Bermuda insurance subsidiary, AMIC Ltd., is registered as a Class 3 insurer and is subject to regulation
and supervision in Bermuda. The applicable Bermuda statutes and regulations generally are designed to protect
insureds and ceding insurance companies rather than shareholders or noteholders. Among other things, those
statutes and regulations require AMIC Ltd. to:

e meet and maintain certain standards of liquidity and solvency,

e file periodic reports in accordance with the Bermuda Statutory Accounting Rules,
e produce annual audited statutory financial statements,

e maintain a minimum level of statutory capital and surplus, and

e comply with restrictions on payments of dividends and reductions of capital.

12
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Our Bermuda entities could become subject to regulation or taxation in the United States.

None of our Bermuda entities is licensed or admitted as an insurer, nor accredited as a reinsurer, in any
jurisdiction in the United States. However, the great majority of our revenue is derived from reinsurance
contracts entered into by AMIC Ltd. with entities domiciled in the United States. We conduct our business
through offices in Bermuda and do not maintain an office, and our personnel do not solicit insurance business,
resolve claims or conduct other insurance business, in the United States. While we do not believe we are in
violation of insurance laws of any jurisdiction in the United States, we cannot be certain that inquiries or
challenges to our insurance and reinsurance activities will not be raised in the future. It is possible that, if we
were to become subject to any laws of this type at any time in the future, we would not be in compliance with the
requirements of those laws.

We believe that our non-U.S. companies have operated and will operate their respective businesses in a
manner that will not cause them to be subject to U.S. tax (other than U.S. federal excise tax on insurance and
reinsurance premiums and withholding tax on specified investment income from U.S. sources) on the basis that
none of them are engaged in a U.S. trade or business. However, there are no definitive standards under current
law as to those activities that constitute a U.S. trade or business and the determination of whether a
non-U.S. company is engaged in a U.S. trade or business is inherently factual. Therefore, it is possible that the
U.S. Internal Revenue Service might contend that one or more of our non-U.S. companies is engaged in a
U.S. trade or business. If AMIC, Ltd. or any of our other non-U.S. companies is engaged in a U.S. trade or
business and does not qualify for benefits under the applicable income tax treaty, such company may be subject
to (i) U.S. federal income taxation at regular corporate rates on its premium income from U.S. sources and
investment income that is effectively connected with its U.S. trade or business, and (ii) a U.S. federal branch
profits tax at the rate of 30% on the earnings and profits attributable to such income. All of the premium income
from U.S. sources and a significant portion of such company’s investment income may be subject to U.S. federal
income and branch profits taxes.

If AMIC Ltd. or any of our other non-U.S. companies is engaged in a U.S. trade or business and qualifies
for benefits under the United States-Bermuda tax treaty, U.S. federal income taxation of such subsidiary will
depend on whether (i) it maintains a U.S. permanent establishment and (ii) the relief from taxation under the
treaty generally applies to non-premium income. We believe that AMIC, Ltd. has operated and will continue to
operate its business in a manner that will not cause it to maintain a U.S. permanent establishment. However, the
determination of whether an insurance company maintains a U.S. permanent establishment is inherently factual.
Therefore, it is possible that the U.S. Internal Revenue Service might successfully assert that any of our Bermuda
entities maintains a U.S. permanent establishment. In such case, such Bermuda entity may be subject to
U.S. federal income tax at regular corporate rates and branch profit tax. Furthermore, although the provisions of
the treaty clearly apply to premium income, it is uncertain whether they generally apply to other income of a
Bermuda insurance company as well.

We believe U.S. federal income tax, if imposed, would be based on effectively connected or attributable
income of a non-U.S. company computed in a manner generally analogous to that applied to the income of a
U.S. corporation, except that all deductions and credits claimed by a non-U.S. company in a taxable year can be
disallowed if the company does not file a U.S. federal income tax return for such year. Penalties may be assessed
for failure to file such return. If any of our non-U.S. companies is subject to such U.S. federal taxation, our
financial condition and results of operations could be materially adversely affected.

As a shareholder of our company, you may have greater difficulties in protecting your interests than as a
shareholder of a U.S. corporation.

The Companies Act, which applies to us and our Bermuda subsidiaries, differs in material respects from
laws generally applicable to U.S. corporations and their shareholders. These differences may result in your
having greater difficulties in protecting your interests as a shareholder of our company than you would have as a
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shareholder of a U.S. corporation. This affects, among other things, the circumstances under which transactions
involving an interested director are voidable, whether an interested director can be held accountable for any
benefit realized in a transaction with the Company, what approvals are required for business combinations by the
Company with a large shareholder or a wholly-owned subsidiary, what rights you may have as a shareholder to
enforce specified provisions of the Companies Act or our Bye-laws, and the circumstances under which we may
indemnify our directors and officers.

Item 1B. Unresolved Staff Comments

None.

Item 2. Properties

We do not own or lease any plants, mines or physical properties.

Item 3. Legal Proceedings.

The Company is not a party to any material legal proceedings.

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

No matters were submitted to a vote of our security holders during the quarter ended December 31, 2008.
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Item 5. Market for Registrant’s Common Equity, Related Shareholder Matters and Issuer Purchases of
Equity Securities

There is no established public trading market for our common shares. Our Bye-Laws provide that all
transfers of our common shares must be approved by our Board of Directors or a committee of the Board. Our
Board of Directors has appointed a Shareholder Relations Committee for purposes of reviewing and approving
applications for transfer. On December 12, 2008, the Board of Directors amended and restated AmerInst’s
Statement of Share Ownership Policy. All Board-imposed restrictions on the beneficial ownership and transfer of
Amerlnst’s common shares were removed except that the number of shares of common shares of AmerInst that
may be beneficially owned (as defined in Rules 16a-1 and 13d-3 promulgated under the Securities Exchange Act
of 1934, as amended) by any shareholder shall be limited to 20,000 shares.

Notwithstanding the absence of a public market for our common shares, we have a policy of having
Investco, which holds our investment portfolio, purchase shares owned by our shareholders who have retired
from the practice of accounting or have died. We are currently prepared to repurchase those shares at a price
equal to the greater of the last year-end net book value per share or $27.85 per share.

The Bermuda Monetary Authority has authorized Investco to purchase up to 20% of the Company’s
common shares from shareholders who have died or retired from the practice of public accounting and on a
negotiated case-by-case basis. From January 1, 2000 through March 1, 2009 Investco had purchased 84,886
common shares, from shareholders who had died or retired for a total purchase price of $1,746,151. From time to
time, Investco has also purchased common shares in privately negotiated transactions. From January 1, 2000
through March 1, 2009, Investco had purchased 66,303 common shares, in such privately negotiated transactions
for a total purchase price of $869,027. None of such repurchases occurred in the fourth quarter of 2008.
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The following table shows information relating to the purchase of shares from shareholders who have died
or retired from the practice of accounting as described above during the three month period ended December 31,

2008.
Total Number Maximum
of Shares Number
Purchased as of Shares
Total Number Average Part of Publicly That May Yet Be
of Shares Price Paid Announced Purchased Under
Purchased Per Share  Plans or Program  the Plans or Program
October 2008 . ... ... i 621 $36.17 621 N/A
November 2008 ............. ... ... ...... — — — N/A
December 2008 ............. ... ... ...... — — — N/A
Total ... .. 621 $36.17 621 N/A

As of March 1, 2009 there were 1,929 holders of record of our common shares. Our Board of Directors had
adopted a dividend policy to pay quarterly dividends subject to legally available funds and Board approval.
Beginning in September 2005, our Board of Directors amended the dividend policy to pay semi-annual dividends
of $0.47 per share with payments in March and September. During 2008, the dividend amount was reduced by
$29,080, which represents a write-off of uncashed dividends issued prior to the year 2001 to shareholders that we
have been unable to locate. During 2008 and 2007, we paid ordinary cash dividends of $673,514 and $1,209,850,
respectively, representing two semi-annual payments of $0.47 per share for 2008 and two semi-annual payments
of $0.45 per share for 2007 and a special dividend payment of $0.70 per share for 2007 respectively. The
declaration of dividends by our Board of Directors is dependent upon our capacity to insure or reinsure business,
profitability, financial condition, and other factors which the Board of Directors may deem appropriate. Under
Bermuda law, AMIC Ltd. is prohibited from declaring or paying any dividend to AmerInst if such payment
would reduce the net realizable value of its assets to an amount less than the aggregate value of its liabilities,
issued share capital and share premium accounts. In addition, AMIC Ltd. must be able to pay its liabilities as
they come due after the payment of a dividend.

Item 6. Selected Financial Data

Not applicable.

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Management’s discussion and analysis (“MD&A”) provides supplemental information, which sets forth the
major factors that have affected our financial condition and results of operation and should be read in conjunction
with our consolidated financial statements and notes thereto included in this Form 10-K. The MD&A is divided
into subsections entitled “Business Overview,” “Critical Accounting Policies,” “Results of Operations,”
“Liquidity and Capital Resources” and “Losses and Loss Adjustment Expenses.”

This Form 10-K, including this MD&A section, certain statements contained in this Form 10-K, including
this MD&A section, are “forward-looking statements” within the meaning of the Private Securities Litigation
Reform Act of 1995, and contain information relating to us that is based on the beliefs of our management as
well as assumptions made by, and information currently available to, our management. The words “anticipate,”
“expect,” “believe” and similar expressions as they relate to us or our management are intended to identify
forward-looking statements.

All forward-looking statements, by their nature, are subject to risks and uncertainties. Our actual future
results may differ materially from those set forth in our forward-looking statements. Please see the Introductory
Note and Item 1A “Risk Factors” of this Form 10-K for a discussion of factors that could cause our actual results
to differ materially from those in the forward-looking statements. However, the risk factors listed in Item 1A
“Risk Factors” or discussed in this Form 10-K should not be construed as exhaustive and should be read in
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conjunction with other cautionary statements that are included herein. Readers are cautioned not to place undue
reliance on these forward-looking statements, which reflect our management’s analysis only as of the date they
are made. We undertake no obligation to release publicly the results of any future revisions we may make to
forward-looking statements to reflect events or circumstances after the date hereof or to reflect the occurrence of
unanticipated events.

We are a holding company based in Bermuda. We conduct our reinsurance business through AMIC Ltd.,
our subsidiary, which is a registered insurer in Bermuda. Our investment portfolio is held in and managed by
Investco, which is a subsidiary of AMIC Ltd.

The following discussion addresses our financial condition and results of operations for the periods and as
of the dates indicated.

Business Overview

We are an insurance holding company based in Bermuda owned by 1,929 accounting firms, persons
associated with accounting firms, and individual CPA practitioners. We were formed in response to concerns
about the pricing and availability of accountants’ professional liability insurance in a difficult or “hard” market.
Our mission is to be a Company that provides availability of insurance for the Certified Public Accountant
(“CPA”) profession, and that engages in investment activities. We conduct our reinsurance business through
AMIC Ltd., our wholly-owned subsidiary, which is a registered insurer in Bermuda. We are prepared, subject to
obtaining the required licenses and registrations, to act as a direct issuer of accountants’ professional liability
insurance policies. Our investment portfolio is held in and managed by Investco, which is a subsidiary of AMIC
Ltd.

We have satisfied our mission by reinsuring accountants professional liability insurance issued under a plan
sponsored by the AICPA since 1989. This plan currently insures approximately 24,000 accounting firms and
individual CPAs in all 50 states of the United States, representing a broad cross section of small and mid-size
firms. However, as further discussed under Item I — business — CNA Agreement, CNA, through whom we have
access to the AICPA Plan, has notified us in writing of its intent not to renew its agreement with us after the end
of 2009. The Company is currently in commutation and rescission negotiations with CNA, but the outcome is
uncertain.

In an effort to maximize the value of our shares, we have been looking at ways to expand our business,
including possibly entering into other lines of insurance business. During 2003 we provided reinsurance for
attorneys’ professional liability policies provided by Professionals Direct Insurance Company. That activity was
not a significant portion of our business in 2003 and was terminated at the end of that year. Effective June 1,
2005, we wrote a 5% share in CAMICO Mutual Insurance Company’s first excess layer of $2,000,000 excess of
$1,000,000. CAMICO is a California based writer of accountants’ professional liability business. Effective
June 1, 2006 the contract renewed for similar terms and conditions. At the June 1, 2007 renewal we wrote a 2.5%
share of a $4 million excess $1 million layer. Effective June 1, 2008, the contract renewed for similar expiring
terms. The premiums under the CAMICO treaty vary with the losses incurred, between a minimum and a
maximum.

Amerlnst has two operating segments: 1) reinsurance activity and 2) RINITS™, its insurance financing
product, which is in the marketing phase of development. See Note 11, Segment Information, of the notes to the
consolidated financial statements contained in Item 8 of this annual report on Form 10-K for financial
information concerning these segments.

Amerlnst has filed an application for a U.S. patent on a unique financing concept that it has developed to
securitize insurance and reinsurance risk, involving property, casualty, life and health. Such securitization would
be by equity and debt financing of Bermuda special purpose companies licensed as reinsurers. It is AmerInst’s
intention to grant patent licenses to the special purpose companies and investment banking organizations which
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will market the securities. In addition to the license royalties, AmerInst would manage the special purpose
companies for a fee, and at its option could invest in them as well. However, AmerInst may not be issued a
patent, and even if so, may not be able to license such patent.

Amerlnst has entered into confidentiality agreements with several investment banking organizations.

In addition to the patent application, Amerlnst has obtained a trademark under which the concept will be
marketed.

Our results of operations for the years ended December 31, 2008 and December 31, 2007 are discussed
below.

We operate our business with no long-term debt, no capital or operating lease obligations, no purchase
obligations, and no off-balance sheet arrangements required to be disclosed under applicable rules of the SEC.
Amerlnst’s access to operating cash flows of its subsidiaries is from the payment of dividends.

Critical Accounting Policies
Basis of Presentation

The preparation of financial statements in conformity with generally accepted accounting principles 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. The major
estimates reflected in the Company’s financial statements include but are not limited to the liability for loss and
loss adjustment expenses and other than temporary impairment of investments.

Unpaid Losses and Loss Adjustment Expense Reserves

The amount that we record as our liability for loss and loss adjustment expenses is a major determinant of
net income each year. As discussed in more detail below under the heading “Losses and Loss Adjustment
Expenses,” the amount that we reserve is based on actuarial estimates which are prepared as of June 30 and
December 31 each year. Based on data received from the ceding companies (the insurance companies whose
policies we reinsure) our independent actuary produces a range of estimates with a “low,” “central” and “high”
estimate of the loss and loss adjustment expenses. As at December 31, 2008, the range of actuarially determined
liability for loss and loss adjustment expense reserves was as follows: the low estimate was $15.1 million, the
high estimate was $24.4 million, and the central estimate was $19.1 million. We selected reserves of $24.4
million as of December 31, 2008, which is at the high end of the range. Due to our concerns about the severity
and volatility of the type of business we reinsure and the length of time that it takes for claims to be reported and
ultimately settled, our management’s policy has been to reserve conservatively at the higher end of the actuarial
estimates.

Other than Temporary Impairment of Investments

Declines in the fair value of investments below cost are evaluated for other than temporary impairment
losses. The evaluation for other than temporary impairment losses is a quantitative and qualitative process which
is subject to risks and uncertainties in the determination of whether declines in the fair value of investments are
other than temporary. The risks and uncertainties include the Company’s intent and ability to hold the security,
changes in general economic conditions, the issuer’s financial condition or near term recovery prospects, and the
effects of changes in interest rates. AmerInst’s accounting policy requires that a decline in the value of a security
below its cost basis be assessed to determine if the decline is other than temporary. If so, the security is deemed
to be impaired and a charge is recorded in net realized losses equal to the difference between the fair value and
the cost basis of the security. The fair value of the impaired investment becomes its new cost basis.
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Results of Operations

We recorded a net loss of $633,783 in 2008, compared to net income of $3,057,600 in 2007.

The decrease in net income from 2007 to 2008 is primarily due to net realized loss on investments of
$4,558,251, compared to net realized gain on investments of $921,029 in 2007. Net realized loss on investments
includes other than temporary impairment charges of $5,271,859 in 2008 and $1,096,246 in 2007. Offsetting the
impact of the realized loss is the decrease in losses and loss adjustment expenses primarily due to the reduction
of loss reserves by $4.6 million in 2008 compared to a reduction in loss reserves in 2007 by $2.8 million. The
favorable loss development in both 2008 and 2007 reflected the recognition of better than expected loss
emergence in the prior policy years rather than explicit changes to our actuarial assumptions. Due to the
uncertainty inherent in the reinsurance policies written by the Company, we have always adopted a conservative
policy concerning our loss reserving. Our actuary determined in the course of its analysis that experience under
the CNA plans has been more favorable than industry performance reflected in the reserves we established for
our reinsurance of the plans. In light of this new information, we believed it was appropriate to reduce the 2008
loss reserves by $4.6 million and for 2007 the reduction in loss reserves was $2.8 million. Our loss reserves
continue to be reserved at the high end of the reserve range provided by the actuary, which is consistent with our
long established loss reserving philosophy. The Company will continue to review loss reserves periodically and,
based on the actuarial projections, determine whether reserves are required to be increased or decreased.

Net premiums earned increased by 4.9% in 2008 to $8,367,209 from $7,973,646 in 2007. The increase in
net premiums earned during 2008 was due to an adjustment in 2007 for premiums over ceded to AmerlInst in
prior years.

Net premiums written in 2008 were $8,393,705, an increase of $711,845 from $7,681,860 in 2007. The
increase in net premiums written was primarily attributable to an adjustment in 2007 for premiums over ceded to
Amerlnst in prior years offset by rate decreases under the current AICPA Professional Liability Plan treaty. We
continue to look for ways in which it may be advantageous to expand our business to include the reinsurance of
lines of coverage other than accountants’ professional liability.

Net investment income includes amounts earned on the Company’s investment portfolio and cash
equivalents, and dividends on equity investments, net of investment expenses. Net investment income decreased
by $129,211, or 8.0%, in 2008 to $1,483,173 from $1,612,384 in 2007. The primary reason for the decrease was
the decline in dividend income earned during the year.

Net realized loss increased by $5,479,280 in 2008 to $4,558,251 from a net realized gain of $921,029 in
2007. The increase in net realized loss was due to other than temporary impairment charges of $5,271,859 in
2008.

Invested assets, including investments, cash and cash equivalents and restricted cash and cash equivalents,
decreased by $9,001,556 or 16.0%, to $47,238,872 in 2008 compared to $56,240,428 in 2007. The decrease was
primarily due to a decrease in fair value of the investment portfolio. Investment yield of net investment income
and net realized gains and losses in 2008 as of December 31 was (5.9%) as compared to 4.5% in 2007, due to the
increase in realized loss on investments in 2008. The investment yield of net investment income was 2.9% in
2008 and in 2007, respectively.

Unrealized gain on investments was $2,731,362 at December 31, 2008 compared to $7,628,904 at
December 31, 2007. We consider our entire investment portfolio to be available for sale and accordingly all
investments are reported at fair value, with changes in net unrealized gains and losses reflected as an adjustment
to accumulated other comprehensive income. The 64.2% decrease in unrealized gain on investments was due
primarily to a decline in the value of the Company’s equity portfolio. Declines in the fair value of investments
below cost are evaluated for other than temporary impairment losses. The evaluation for other than temporary
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impairment losses is a quantitative and qualitative process which is subject to risks and uncertainties in the
determination of whether declines in the fair value of investments are other than temporary. The risks and
uncertainties include changes in general economic conditions, the issuer’s financial condition or near term
recovery prospects, and the effects of changes in interest rates. Our accounting policy requires that a decline in
the fair value of a security below its cost basis be assessed to determine if the decline is other than temporary. If
so, the security is deemed to be impaired, and a charge is recorded in net realized losses equal to the difference
between the fair value and the cost basis of the security. The fair value of the impaired investment becomes its
new cost basis.

The composition of the investment portfolio at December 31, 2008 and 2007 is as follows:

208 2007
Mortgage backed securities (U.S. agency backed) . ...................... 17% 17%
Obligations of state and political subdivisions . ......................... 46 34
Equity SECUrities . . ... ...ttt e 3749

100%  100%

Our losses and loss adjustment expenses decreased by 57.9% to $1,261,347 in 2008 from $2,993,065 in
2007. These amounts included favorable development of prior years’ estimates of losses and loss adjustment
expenses of $4,553,000 in 2008 and $2,790,997 in 2007. Our loss ratio, calculated as the ratio of losses and loss
adjustment expenses to net premiums earned, was 15.1% in 2008 and 37.5% in 2007. The reason for the
favorable development of prior years’ estimates is discussed in more detail on page 25 under the caption “Losses
and Loss Adjustment Expenses.”

Policy acquisition costs of $2,379,800 were expensed in 2008 compared to $2,269,322 in 2007, an increase
of 4.9%. Policy acquisition costs, which are primarily ceding commissions paid to the ceding insurer, are
established as a percentage of premiums written; therefore, any increase or decrease in premiums written will
result in a similar increase or decrease in policy acquisition costs. Such costs as a percentage of premiums earned
were 28.4% in 2008 and 28.5% in 2007.

Total operating and management expenses were $2,284,767 for 2008 compared to $2,187,072 for 2007, an
increase of $97,695, primarily due to an increase in director fees and expenses and an increase in management
and professional fees. The operating and management expenses relating to the RINITS™ segment spent in the
development phase were $467,745 in 2008 and $703,609 in 2007, a decrease of $235,864 primarily due to a
decrease in legal fees.

20



D

AMERINST INSURANCE G RRDonnelley ProFile {2’ MWRhompOcw__30-Mar-2009 16:39 EST 33124 TX21 ¢
FORM 10-K . CHW CLN PS PMT 1C

Fair Value of Investments

The following table shows the fair value of the Company’s investments and where in the Financial
Accounting Standard No. 157 “Fair Value Measurements” (“FAS 157”) fair value hierarchy the fair value
measurements are included as of December 31, 2008.

Fair value measurement using:

Quoted prices
in active
markets for Significant other Significant
Carrying Total fair identical assets ~ observable inputs  unobservable inputs
amount value (Level 1) (Level 2) (Level 3)

U.S. government agency

securities:

Mortgage-backed
securities ......... $ 7,635,489 $ 7,635,489 $ $ 7,635,489 $
Non-mortgage-backed
securities ......... 7,787,938 7,787,938 7,787,938

Obligations of state and

political subdivisions . ... 13,707,329 13,707,329 13,707,329
Total fixed maturity

investments ........... 29,130,756 29,130,756
Equity securities (other than

hedge fund) ........... 15,751,620 15,751,620 15,751,620
Hedgefund ............. 1,152,548 1,152,548 1,152,548
Total equity securities . . ... 16,904,168 16,904,168
Total investments ........ $46,034,924 $46,034,924

The following is a reconciliation of the beginning and ending balance of investments using significant
unobservable inputs (Level 3) for the quarter ended December 31, 2008.

Fair value
measurement using
significant
unobservable
inputs
(Level 3)

hedge fund
Balance classified as Level 3, January 1,2008 . ........ .. .. .. . i, $1,487,266
Total gains or losses included in €arnings: . ... .. ...t .. —
Netrealized GaiNS . ... ..ottt —
Change in fair value of hedge fund investments .. ............ ... .. .. i, (334,718)
Purchases or sales . ... ...t —

Transfers in and/orout of Level 3 . . ... ... —
Ending balance, December 31,2008 . . ... ... . $1,152,548

Further, on a quarterly basis, we evaluate whether the fair value of the securities held in our investment
portfolio are other-than-temporarily impaired when fair value is below amortized cost. To make this assessment
we consider several factors, including (i) the time period during which there has been a decline below cost,

(ii) the extent of the decline below cost, (iii) our intent and ability to hold the security, (iv) the potential for the
security to recover in value, (v) an analysis of the financial condition of the issuer, and (vi) an analysis of the
collateral structure and credit support of the security, if applicable. If we conclude a security is other-than-
temporarily impaired, we write down the amortized cost of the security to fair value, with a charge to net realized
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investment gains (losses) in the Consolidated Statement of Operations. Gross unrealized losses on the investment
portfolio as of December 31, 2008 amounted to $33,016 compared to $39,542 as of December 31, 2007. The
unrealized losses from these securities were not as a result of credit, collateral or structural issues. As a result of
the decline in fair value below cost, the Company recorded a total other-than-temporary impairment charge of
$5,271,859 and $1,096,246 on 47 and 10 equity securities during the year ended December 31, 2008 and 2007,
respectively.

Our fixed income, equity and hedge fund portfolios are invested in accordance with a written Investment
Policy Statement adopted by our Board of Directors. We engage professional advisors to manage day to day
investment matters under the oversight of our Investment Committee.

Our fixed income portfolio is managed with the target objectives of achieving an annualized rate of return
for the trailing 5-year period of 250 basis points over the Consumer Price Index, and total returns commensurate
with Merrill Lynch’s U.S. Domestic Index. Our overall fixed income portfolio is required to have at least an “A”
S&P rating, an “A2” Moody’s rating or an equivalent rating from comparable rating agencies.

Our equity portfolios are managed with the target objectives of achieving an annualized rate of return over a
trailing 3-year to 5-year period of 400 basis points over the Consumer Price Index, total returns at least equal to
representative benchmarks such as the various S&P indices, and a ranking in the top half of the universe of other
actively managed equity funds with similar objectives and risk profiles.

Our hedge fund portfolio is managed to reduce overall portfolio risk. It is required to invest over all major
strategies and is limited to 10% of the total equity portfolio.

Under existing accounting principles generally accepted in the United States, we are required to recognize
certain assets at their fair value in our consolidated balance sheets. This includes our fixed maturity investments
and equity securities. Fair value, as defined in FAS 157 is the price that would be received to sell an asset or paid
to transfer a liability in an orderly transaction between market participants at the measurement date. FAS 157
established a three-level valuation hierarchy for disclosure of fair value measurements. The valuation hierarchy is
based upon whether the inputs to the valuation of an asset or liability are observable or unobservable in the
market at the measurement date, with quoted market prices being the highest level (Level 1) and unobservable
inputs being the lowest level (Level 3). A fair value measurement will fall within the level of the hierarchy based
on the input that is significant to determining such measurement. The three levels are defined as follows:

e Level 1: Observable inputs to the valuation methodology that are quoted prices (unadjusted) for
identical assets or liabilities in active markets.

e Level 2: Observable inputs to the valuation methodology other than quoted market prices
(unadjusted) for identical assets or liabilities in active markets. Level 2 inputs include quoted prices for
similar assets and liabilities in active markets, quoted prices for identical assets in markets that are not
active and inputs other than quoted prices that are observable for the asset or liability, either directly or
indirectly, for substantially the full term of the asset or liability.

e Level 3: Inputs to the valuation methodology that are unobservable for the asset or liability.
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At each measurement date, we estimate the fair value of the financial instruments using various valuation
techniques. We utilize, to the extent available, quoted market prices in active markets or observable market
inputs in estimating the fair value of our investments. When quoted market prices or observable market inputs are
not available, we utilize valuation techniques that rely on unobservable inputs to estimate the fair value of
investments. The following describes the valuation techniques we used to determine the fair value of investments
held as of December 31, 2008 and what level within the FAS 157 fair value hierarchy the valuation technique
resides.

* U.S. government agency securities: Comprised primarily of bonds issued by the Federal Home Loan
Bank, the Federal Home Loan Mortgage Corporation, Federal Farm Credit Bank and the Federal
National Mortgage Association. The fair values of U.S. government agency securities are priced using
the spread above the risk-free U.S. Treasury yield curve. As the yields for the risk-free U.S. Treasury
yield curve are observable market inputs, the fair values of U.S. government agency securities are
included in the Level 2 fair value hierarchy. Amerlnst considers that there is a liquid market for the
types of securities held. Broker quotes are not used for fair value pricing.

e Obligations of state and political subdivisions: Comprised of fixed income obligations of state and
local governmental municipalities. The fair values of these securities are based on quotes and current
market spread relationship, and are included in the Level 2 fair value hierarchy. AmerInst considers that
there is a liquid market for the types of securities held. Broker quotes are not used for fair value pricing.

e Equity securities, at fair value: Comprised primarily of investments in the common stock of publicly
traded companies. All of the Company’s equities are included in the Level 1 fair value hierarchy. The
Company receives prices based on closing exchange prices from independent pricing sources to measure
fair values for the equities.

e Hedge fund: Comprised of a hedge fund whose objective is to seek attractive long-term returns with
lower volatility by investing in a range of diversified investment strategies. The fund invests in a
diversified pool of hedge fund managers, generally across six different strategies: long/short equities,
long/short credit, macro, multi-strategy opportunistic, activist, and portfolio hedge. The fair value of the
hedge fund is based on the net asset value of the fund as reported by the fund manager. The fair value of
our hedge fund is included in the Level 3 fair value hierarchy.

To validate prices, we complete quantitative analyses to compare the performance of the overall investment
portfolio to the performance of an appropriate benchmark, with significant differences identified and
investigated.

There have been no material changes to any of our valuation techniques from what was used as of
December 31, 2007. Since the fair value of a financial instrument is an estimate of what a willing buyer would
pay for our asset if we sold it, we will not know the ultimate value of our financial instruments until they are
sold. We believe the valuation techniques utilized provide us with the best estimate of the price that would be
received to sell our assets or transfer our liabilities in an orderly transaction between participants at the
measurement date.

Current market conditions and the instability in the global credit markets present additional risks and
uncertainties for our business. In particular, continued deterioration in the public debt and equity markets could
lead to additional investment losses. The severe downturn in the public debt and equity markets, reflecting
uncertainties associated with the mortgage crisis, worsening economic conditions, widening of credit spreads,
bankruptcies and government intervention in large financial institutions, has resulted in significant realized and
unrealized losses in our investment portfolio. Depending on market conditions going forward, particularly if
current market conditions do not improve in the near future, we could incur substantial additional realized and
unrealized losses in future periods, which could have an adverse impact on our results of operations and financial
condition. The current market volatility may also make it more difficult to value certain of our securities if
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trading becomes less frequent. As such, valuations may include assumptions or estimates that may have
significant period-to-period changes that could have a material adverse effect on our results of operations or
financial condition.

As of December 31, 2008, our total investments were $46,034,924, a decrease of $7,585,104, or 14.1%,
from $53,620,028 at December 31, 2007. The decrease was primarily due to a decline in the fair value of the
investments, which resulted from the unprecedented events and severe dislocation in the world’s financial
markets. These events in the capital or credit markets may continue to adversely affect the fair value of our
investments in the future. The cash and cash equivalents balance decreased from $1,778,798 at December 31,
2007 to $887,107 at December 31, 2008, a decrease of $891,691, or 50.1%. The amount of cash and cash
equivalents varies depending on the maturities of fixed term investments and on the level of funds invested in
money market mutual funds. The restricted cash and cash equivalents balance decreased from $841,602 at
December 31, 2007 to $316,841 at December 31, 2008, a decrease of $524,761. The decrease is due to the timing
of sales and maturities of investments held as restricted cash at December 31, 2008 that have not yet been
reinvested. The ratio of cash and total investments to total liabilities at December 31, 2008 was 1.65:1, compared
to a ratio of 1.79:1 at December 31, 2007.

The Company’s investment portfolio includes U.S. mortgage/asset-backed securities, which comprised
approximately 17% of our total investments at December 31, 2008. These securities generally have a low risk of
default as they are backed by an agency of the U.S. government, which enforces standards on the mortgages
before accepting them into the program. They are considered prime mortgages and the primary risk is uncertainty
of the timing of pre-payments. While these securities do not carry a formal rating, they are generally considered
to have a credit quality equivalent to or greater than AAA. While there have been recent market concerns
regarding sub-prime mortgages, asset-backed home equity loans, commercial mortgages, and adjustable rate
mortgages, the Company believes it did not have material exposure to these types of securities in its own
portfolio at December 31, 2008.

Liquidity and Capital Resources

Our cash needs consist of settlement of losses and expenses under our reinsurance treaties and funding
day-to-day operations. Our management expects to be able to meet these needs from premiums received and cash
flows arising from our investment portfolio. Because substantially all of our assets are marketable securities, we
expect that we will have sufficient flexibility to provide for unbudgeted cash needs which may arise without
resorting to borrowing, subject to regulatory limitations.

Assumed reinsurance premiums receivable represent current assumed premiums receivable less
commissions payable to the fronting carriers. This balance was $352,085 at December 31, 2008 and $605,756 at
December 31, 2007. This balance fluctuates due to the timing of renewal premiums written.

The funds deposited with a reinsurer represent cash placed with the ceding company as collateral for
obligations assumed under the attorneys’ liability program written in 2003.

Deferred policy acquisition costs, which represent the deferral of ceding commission expense related to
premiums not yet earned, increased from December 31, 2007 along with the increase in unearned premiums. The
current ceding commission rate, which became effective August 1, 1995, is 28.5% for CNA. The ceding rate for
the carrier for the CAMICO treaty we began reinsuring in 2005 is 10% and for the attorneys’ professional
liability we reinsured in 2003 was 10%. In addition a federal excise tax of 1% is applied on premiums earned.
The 0.2% increase in deferred policy acquisition costs in 2008 was due to the increase in unearned premiums
compared to the prior year.

Prepaid expenses and other assets were $228,435 at December 31, 2008, a decrease of 3.0% from 2007.
These expenses relate to prepaid directors and officers’ liability insurance costs, director’s retainer, and
management fees.
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Two semi-annual dividends of $0.47 per share were paid during 2008 and two semi-annual dividends of
$0.45 per share were paid during 2007, and a special dividend of $0.70 per share was paid in the first quarter of
2007. During 2008, the dividend amount was reduced by $29,080, which represents a write-off of uncashed
dividends issued prior to the year 2001 to shareholders that we have been unable to locate. Since AmerInst began
paying consecutive dividends in 1995, our original shareholders have received approximately $16.02 in
cumulative dividends per share, which when measured by a total rate of return calculation has resulted in an
effective annual rate of return of approximately 9.89% from the inception of the Company, based on a per share
purchase price of $8.33 paid by the original shareholders, and using a book value of $27.85 per share as of
December 31, 2008.

Total dividends declared were $673,514 and $1,209,850 in 2008 and 2007, respectively. Continuation of
dividend payments is subject to the Board of Directors’ continuing evaluation of our level of surplus compared to
our capacity to accept more business. One of our objectives is to build surplus to retain flexibility for future
business expansions.

AMIC Ltd.’s ability to pay dividends to AmerInst is subject to the provisions of the Bermuda insurance and
companies laws. Under the Companies Act, AMIC Ltd. would be prohibited from declaring or paying a dividend
at December 31, 2008 if such payment would reduce the realizable value of its assets to an amount less than the
aggregate value of its liabilities, issued share capital, and share premium accounts. As at December 31, 2008,
approximately $20 million was available for the payment of dividends to shareholders. In addition, AMIC Ltd.
must be able to pay its liabilities as they come due after the payment of a dividend. Our ability to pay dividends
to common shareholders and to pay our operating expenses is dependent on cash dividends from our subsidiaries.
The payment of such dividends by AMIC Ltd., including its subsidiary, Investco, to us is also limited under
Bermuda law by the Insurance Act and Related Regulations which require that AMIC Ltd. maintain minimum
levels of solvency and liquidity. For the years ended December 31, 2008 and 2007 these requirements have been
met as follows:

Statutory
Capital & Surplus Liquid Assets
Minimum Actual Minimum Actual
December 31,2008 ................ $3,662,424  $24,632,564  $29,227.476  $66,540,279
December 31,2007 ................ $4,111,443  $25,135,361  $32,946,033  $69,063,405

Because AMIC Ltd. is not admitted as an insurer in Illinois, CNA has the right to annually require AMIC
Ltd. to provide security by a U.S. bank in an amount equal to the total unearned premiums for the fiscal year plus
CNA'’s share of AMIC Ltd.’s loss reserves.

The Bermuda Monetary Authority has authorized Investco to purchase up to 20% of the Company’s
common shares from shareholders who have died or retired from the practice of public accounting and on a
negotiated case-by-case basis. From January 1, 2000 through March 1, 2009 Investco had purchased 84,886
common shares from shareholders who had died or retired for a total purchase price of $1,746,151. In addition,
from January 1, 2000 through March 1, 2009, Investco had purchased in negotiated transactions at various prices
66,303 common shares for a total purchase price of $869,027.

Losses and Loss Adjustment Expenses

The consolidated financial statements include our estimated liability for unpaid losses and loss adjustment
expenses (“LAE”) for our insurance operations. LAE is determined utilizing both case-basis evaluations and
actuarial projections, which together represent an estimate of the ultimate net cost of all unpaid losses and LAE
incurred through December 31 of each year. These estimates are subject to the effect of trends in future claim
severity and frequency. The estimates are continually reviewed and, as experience develops and new information
becomes known, the liability is adjusted as appropriate, and reflected in current financial reports.
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The anticipated effect of inflation is implicitly considered when estimating liabilities for losses and LAE.
Future average severity is projected based on historical trends adjusted for anticipated changes in underwriting
standards, policy provisions and general economic trends. These anticipated trends are monitored based on actual
developments and are modified as necessary.

An actuarial review and projection is performed for us by our independent actuary as of June 30 and
December 31 of each year. We review the actuarial estimates throughout the year for the possible impact on our
financial position. As noted in our discussion of our results of operations, based on the analysis by the
Company’s actuaries, a reduction of $4.6 million from unpaid losses and loss adjustment reserves occurred in the
fourth quarter of 2008. This reduction was the result of the completion of the December 31 actuarial review,
which indicated positive loss development in policy years 1994 to 2004. This positive loss development in 2008
reflected the recognition of better than expected loss emergence in the 1994 to 2004 policy years rather than
explicit changes to our actuarial assumptions.

In preparing ultimate loss and allocated loss adjustment expenses, the Company’s actuary examined a
variety of methods. The actuary applied traditional loss development and generalized “Cape Cod” methods
separately to case incurred loss and allocated loss adjustment expense data and to paid loss and allocated loss
adjustment expense data.

The traditional loss development method separately forecasts ultimate loss and allocated loss adjustment
expense for each year on the basis of historical emergence patterns found in incurred and paid loss and allocated
loss adjustment expense data. The claim count-based Cape Cod method treats ultimate claim counts as the
exposure base, and uses a claim severity index to reflect changes in expected losses per claim over time. In
effect, the Cape Cod method combines a loss development approach (which forecasts future emergence of loss
and allocated loss adjustment expense based on past emergence patterns) with an expected pure premium
approach (which assumes that future expected emergence can be projected based on historical pure premiums).
The claim severity index assumed a 4.0% claim severity trend, based on recent professional liability severity
trend indications and judgment.

For premier plan and value plan business, many policies provide allocated loss adjustment expense coverage
in addition to the standard $1 million per claim indemnity limit. The effect of a provision for allocated loss
adjustment expense in addition to limits was estimated by performing incurred and paid loss and allocated loss
adjustment expense Bornhuetter-Ferguson (BF) calculations on the incurred and paid loss and allocated loss
adjustment expense in addition to the limits. The BF method essentially blends together an expected loss result
and a loss development result. The expected losses used in the BF calculation were selected by multiplying
expected claim counts by average excess of $1 million frequency and severity amounts. Based on historical
allocated loss adjustment expenses data, the actuary selected a 1.39% claim frequency provision and a $910,000
claim severity provision for 2008, respectively, for allocated loss adjustment expense in addition to limits. Claim
severities for earlier years were obtained by de-trending the selected 2008 claim severity using a 5.0% severity
trend assumption.

The projected allocated loss adjustment expense in addition to limit amounts were then added to projected
ultimate losses and allocated loss adjustment expense derived from the historical data (which exclude allocated
loss adjustment expense above the $1 million limit) to obtain the selected ultimate loss and allocated loss
adjustment expense amounts including allocated loss adjustment expense in addition to limits.

Twice a year, the actuary makes recommendations of a range of the ultimate loss estimate to our Board of
Directors, which for each period has selected ultimate loss estimates that fall within that range. Based on this
practice, the estimated loss ratio has been updated by the Board of Directors at least once each year, and has
historically been near the high end of the range.
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The attorneys’ professional liability coverage was a new program for the Company in 2003. The
relationship with the carrier of that insurance ended on December 31, 2003. Therefore, policies written during
2003 are the only ones we have reinsured. An estimated ultimate loss and allocated loss adjustment expense ratio
of 75% was selected for this business.

The CAMICO Mutual Insurance Company was a new program for the Company in 2005. An estimated loss
and allocated loss adjustment expense ratio of 70% has been selected annually for this business.
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The following table shows the development of the estimated liability for the previous ten years of the
Company’s operations:

ANALYSIS OF LOSS AND LOSS ADJUSTMENT EXPENSES DEVELOPMENT
(Thousands of US Dollars)

Year Ended December 31,
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

Gross Liability for

Loss and LAE

Reserves ........ $21,718 $25,037 $27,703 $29,243 $30,479 $28,724 $29,702 $28,885 $28,161 $27,411 $24,416
Reinsurance

Recoverable for

Unpaid Loss and

LAE Reserves . . .. 876 674 674 674 674 — — — — — —

Net Liability for
Unpaid Losses and
LAE Reserves . ... $20,842 $24,363 $27,029 $28,569 $29,805 $28,724 $29,702 $28,885 $28,161 $27,411 $24.416

Year Ended December 31,
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

Losses Re-estimated as of:

One Year Later .. ....... $18,988 $24,368 $24,873 $27,993 $25,193 $27,210 $27,454 $26,323 $25,521 $22,139 —
Two Years Later ....... 18,993 20,602 24,297 23,514 23,676 24,962 24,893 23,493 19,780
Three Years Later . ..... 15,583 20,026 21,008 21,997 21,429 22,400 22,062 17,752
Four Years Later ....... 15,007 17,724 19,491 19,750 18,867 19,570 16,321
Five Years Later........ 13,686 16,207 17,244 17,188 16,037 13,836
Six Years Later ........ 12,807 14,437 15,215 14,688 11,783
Seven Years Later ...... 12,051 12,966 13,430 11,221
Eight Years Later ....... 11,163 11,840 11,639
Nine Years Later ....... 10,596 11,102
Ten Years Later ........ 10,507
Cumulative Redundancy
(Deficiency) ............. 10,335 13,261 15,390 17,348 18,022 14,888 13,381 11,133 8,381 5272 —
Cumulative Amount Paid

Through:
One Year Later .. ....... 3,024 3,302 4,340 3,851 3,697 3,557 4,678 3,820 3,314 3,970 —
Two Years Later ....... 5,584 6,726 7,073 6,600 6,165 6,943 7,729 6,166 6,310
Three Years Later ...... 7,621 8,592 8,904 8,145 7915 8,995 9,049 8,176
Four Years Later ....... 8,405 9,747 9,781 8,736 8,954 9,690 10,225
Five Years Later........ 9,105 10,028 9,906 9,174 9,079 10,149
Six Years Later ........ 9,271 9,895 10,142 9,240 9,205
Seven Years Later ...... 8,980 9,989 10,173 9,299
Eight Years Later . ...... 9,030 10,001 10,196
Nine Years Later ....... 9,032 10,006
Ten Years Later ........ 9,032

The above table of losses re-estimated has been prepared on a net basis—i.e., loss and loss adjustment
expenses and reinsurance recoveries receivable have not been grossed-up. The table has been prepared on a net
basis due to the relative immateriality of reinsurance balances when considered in relation to total loss and loss
adjustment expense reserves, and due to the costs of providing such information relative to any benefits of
providing it.
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The above table presents the development of balance sheet liabilities for 1998 through 2008 as of year-end
2008. The top line of the table shows the original recorded unpaid liability for losses and LAE recorded at the
balance sheet date for each of the indicated years. This liability represents the estimated amount of losses and
LAE for claims arising in all prior years, both paid and unpaid at the balance sheet date, including losses that had
been incurred, but not yet reported, to the Company. The upper portion of the table shows the experience as of
the end of each succeeding year. The estimate is increased or decreased as more information becomes known
about the frequency and severity of claims.

The “cumulative redundancy (deficiency)” represents the aggregate change in the estimates over all prior
years. For example, the 1998 liability has developed a $10,335,000 redundancy which has been reflected in
income in subsequent years as the reserves were re-estimated.

The lower section of the table shows the cumulative amount paid in respect of the previously recorded
liability as of the end of each succeeding year. For example, the 1998 year end liability was originally
$20,842,000. As of December 31, 2008, we had paid $9,032,000 of the currently estimated $10,507,000 of losses
and LAE that had been incurred for 1998 and prior years through the end of 2008; thus an estimated $1,475,000
in losses incurred through 1998 remain unpaid as of the current financial statement date.

In evaluating this information, it should be understood that each amount includes the effects of all changes
in amounts for prior periods. This table does not present accident or policy year development data, which readers
may be more accustomed to analyzing. Conditions and trends that have affected development of liabilities in the
past may not necessarily occur in the future. Accordingly, it may not be appropriate to extrapolate future
redundancies or deficiencies based on this table.

Off-Balance Sheet Arrangements

We have no off-balance sheet arrangements required to be disclosed under Item 303(a)(4) of Regulation S-K
promulgated by the Securities and Exchange Commission.

Contractual Obligations

The following table provides an analysis of our contractual obligations at December 31, 2008:

Payment due by period
(Thousands of dollars)
Less than 1-3 3-5 More than
Total 1 year Years years 5 years
Unpaid losses and loss adjustment expenses ........ $24,416 $5,799 $7,156 $2,866 $8,595

The amounts included for unpaid losses and loss adjustment expenses reflect the estimated timing of
expected loss payments on known claims and anticipated future claims. Both the amount and timing of cash
flows are uncertain and do not have contractual payout terms. For a discussion of these uncertainties, see “Losses
and Loss Adjustment Expenses” beginning page 25. Due to the inherent uncertainty in the process of estimating
the timing of these payments, there is a risk that the amounts paid in any period will differ significantly from
those disclosed. Total estimated obligations will be funded by existing cash, investments and future premium
income.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

Not applicable.
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Item 8. Financial Statements and Supplementary Data

The financial statements required by this Item are listed below:

INDEX TO FINANCIAL STATEMENTS AND SCHEDULES

Page
Financial Statements:

Report of Independent Registered Public Accounting Firm .. ...... .. .. .. .. .. .. .. .. ... .. .. ... 31
Consolidated Balance Sheets . ... ... ... e 32
Consolidated Statements of Operations and Other Comprehensive (Loss) Income .................... 33
Consolidated Statements of Changes in Shareholders” Equity ............. .. .. .. .. .. .. .. ... ..... 34
Consolidated Statements of Cash FIOWS . ... ... i e 35
Notes to the Consolidated Financial Statements . ... .. ... ...ttt 36
Financial Statement Schedules:

Schedule I, Consolidated Summary of Investments .. .............. ... ... ... 48

Schedules II, III, IV, V, and VI are omitted as they are inapplicable, immaterial, or because the required
information may be found in the audited consolidated financial statements and notes thereto.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders
of Amerlnst Insurance Group, Ltd.

We have audited the accompanying consolidated balance sheets of AmerInst Insurance Group, Ltd. and
subsidiaries (the “Company”) as at December 31, 2008 and 2007, and the related consolidated statements of
operations and other comprehensive (loss) income, changes in shareholders’ equity and cash flows for the years
then ended. Our audits also included the financial statement schedule listed in the Index and included in Item 15.
These financial statements and financial statement schedule are the responsibility of the Company’s
management. Our responsibility is to express an opinion on the financial statements and financial statement
schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. The Company is not required to have,
nor were we engaged to perform, an audit of internal control over financial reporting. Our audits included
consideration of internal control over financial reporting as a basis for designing audit procedures that are
appropriate in the circumstances but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control over financial reporting. Accordingly, we express no such opinion. An audit also
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial
position of AmerInst Insurance Group, Ltd. and subsidiaries as at December 31, 2008 and 2007 and the results of
their operations and their cash flows for each of the two years in the period ended December 31, 2008 in
conformity with accounting principles generally accepted in the United States of America. Also, in our opinion,
such financial statement schedule, when considered in relation to the basic consolidated financial statements
taken as a whole, presents fairly, in all material respects, the information set forth therein.

/s/  Deloitte & Touche

Hamilton, Bermuda
March 31, 2009
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AMERINST INSURANCE GROUP, LTD.

CONSOLIDATED BALANCE SHEETS
December 31, 2008 and 2007
(expressed in U.S. dollars)

2008 2007
ASSETS
Investments (Notes 3 and 4):
Fixed maturity investments, at fair value (amortized cost $28,471,984 and
$27,319,795) i $29,130,756 $27,595,959
Equity securities, at fair value (cost $14,831,578 and $18,671,329) ......... 16,904,168 26,024,069
TOTAL INVESTMENTS . ... i 46,034,924 53,620,028
Cash and cashequivalents .. ......... .. i, 887,107 1,778,798
Restricted cash and cash equivalents ............ ... .. ... ... .. .. .. .. ..., 316,841 841,602
Assumed reinsurance premiums receivable .......... .. ... L oL 352,085 605,756
Funds deposited with a reinsurer (Note 3) ......... ... .. .. ... 113,382 113,382
Accrued InVeStmMeENt iNCOME . . . ..ot i ittt e et et 330,794 263,183
Deferred policy acquiSition COSES ... ..o vttt et 1,044,347 1,042,729
Prepaid expenses and other assets . .............. i 228,435 235,402
TOTAL ASSETS .. e $49,307,915 $58,500,880
LIABILITIES AND SHAREHOLDERS’ EQUITY
LIABILITIES
Unpaid losses and loss adjustment expenses (Note 5) ...............covu.n.. $24,416,157 $27,409,622
Unearned Premilms . ... vvv ettt et e et e e e e e 3,619,371 3,592,875
Accrued expenses and other liabilities ............... .. ... ... . ... 516,143 385,684
TOTAL LIABILITIES . ... . e $28,551,671 $31,388,181
SHAREHOLDERS’ EQUITY
Common shares, $1 par value, 2008 and 2007: 2,000,000 shares authorized,

995,253 issued and outstanding .. ....... ... 995,253 995,253
Additional paid-in-capital ......... ... .. 6,287,293 6,287,293
Retained earnings ... ... .. ...ttt 15,757,104 17,064,401
Accumulated other comprehensive income . ......... .. ... . ... 2,731,362 7,628,904
Shares held by Subsidiary (250,035 and 245,567 shares) atcost ................ (5,014,768)  (4,863,152)

TOTAL SHAREHOLDERS’ EQUITY ......... ... .. 20,756,244 27,112,699
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY ........... $49,307,915 $58,500,880

See accompanying notes to the consolidated financial statements.
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AMERINST INSURANCE GROUP, LTD.

CONSOLIDATED STATEMENTS OF OPERATIONS AND
OTHER COMPREHENSIVE (LOSS) INCOME
years ended December 31, 2008 and 2007
(expressed in U.S. dollars)

2008 2007
REVENUES
Net premiums €arned . .. ... ...ttt e $ 8,367,209 $ 7,973,646
Net investment income (NOte 4) ... ... .. . e 1,483,173 1,612,384
Net realized (loss) gain on investments (Note 4) . . ........... i, (4,558,251) 921,029
TOTAL REVENUES . . ... . e 5,292,131 10,507,059
LOSSES AND EXPENSES
Losses and loss adjustment expenses (Note 5) . ..., 1,261,347 2,993,065
Policy acqUiSItion COSES . . ...ttt ettt 2,379,800 2,269,322
Operating and management expenses (Note 8) . .......... . ... ... 2,284,767 2,187,072
TOTAL LOSSES AND EXPENSES . .. ... . i 5,925,914 7,449,459
NET (LOSS)INCOME . ... . e (633,783) 3,057,600
OTHER COMPREHENSIVE INCOME
Net unrealized holding (loss) gain arising during the period . ... ................ (9,455,793) 1,080,723
Reclassification adjustment for loss (gain) included in netincome .............. 4,558,251 (921,029)
OTHER COMPREHENSIVE (LOSS)INCOME ........... ... ..., (4,897,542) 159,694
COMPREHENSIVE (LOSS) INCOME . ... .. i $(5,531,325) $ 3,217,294
BASIC AND DILUTED (LOSS) EARNINGSPER SHARE . .................. $ (0.85) $ 4.05
Weighted average number of common shares outstanding for the year ........... 746,701 753,112

See accompanying notes to the consolidated financial statements.
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AMERINST INSURANCE GROUP, LTD.

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY
years ended December 31, 2008 and 2007
(expressed in U.S. dollars)

Accumulated
Other
Additional Comprehensive Shares Total
Common Paid-in Retained Income, Net of Held by Shareholders’
Shares Capital Earnings Tax Subsidiary Equity
BALANCE AT JANUARY 1,

2007 .. $995,253 $6,287,293 $15,216,651 $ 7,469,210 $(4,487,983) $25,480,424
Netincome ................. — — 3,057,600 — — 3,057,600
Other comprehensive income

Unrealized gains on
securities, net of
reclassification
adjustment ........... — — — 159,694 — 159,694
Purchase of shares by

subsidiary ................ — — — — (375,169) (375,169)
Dividends ($1.60 per share) .. .. — — (1,209,850) — — (1,209,850)
BALANCE AT DECEMBER 31,

2007 . $995,253 $6,287,293 $17,064,401 $ 7,628,904 $(4,863,152) $27,112,699
Net (10SS) . ...oiviinn... — — (633,783) — — (633,783)
Other comprehensive income

Unrealized (losses) on
securities, net of
reclassification
adjustment ........... — — — (4,897,542) — (4,897,542)
Purchase of shares by

subsidiary ................ — — — — (151,616) (151,616)
Dividends ($0.94 per share) .. .. — — (673,514) — — (673,514)
BALANCE AT DECEMBER 31,

2008 ... $995,253 $6,287,293 $15,757,104 $ 2,731,362 $(5,014,768) $20,756,244

See accompanying notes to the consolidated financial statements.
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AMERINST INSURANCE GROUP, LTD.

CONSOLIDATED STATEMENTS OF CASH FLOWS
years ended December 31, 2008 and 2007
(expressed in U.S. dollars)

2008 2007

CASH FLOWS FROM OPERATING ACTIVITIES

Net (loss) income

.................................................. $ (633,783) $ 3,057,600

Adjustments to reconcile net income to net cash provided by operating activities:

Amortization of net (premiums) discounts on investments ............... (126,707) 59,201
Net realized losses (gains) on sale of investments ...................... 4,558,251 (921,029)
Changes in assets and liabilities:
Assumed reinsurance premiums receivable ........ .. Lo Lo 253,671 (48,934)
Accrued iInVestment iNCOME . . ..ottt t ettt e e e e e (67,611) (33,359)
Deferred policy acquiSition COSES . ... ..vv vt et n e (1,618) 47,998
Prepaid expenses and otherassets .............. .. ... .. .. .. .. ... 6,967 (16,270)
Liability for losses and loss adjustment eXpenses . ..................... (2,993,465) (751,747)
Unearned Premilms ... ...vu vttt ettt e e e e 26,496 (197,817)
Accrued expenses and other liabilities ............. ... ... .. ... ...... 130,459 146,859
Net cash provided by operating activities ........................ 1,152,660 1,342,502
CASH FLOWS FROM INVESTING ACTIVITIES
Movement in restricted cash and cash equivalents . ......................... 524,761 214,264
Purchases of InVEStMENTS . . . ... ittt (27,175,102)  (31,091,591)
Proceeds from sales of invesStments . ............. it 20,456,120 25,204,298
Proceeds from maturities of fixed maturity investments ..................... 4,975,000 5,910,000
Net cash (used in) provided by investing activities ................. (1,219,221) 236,971

CASH FLOWS FROM FINANCING ACTIVITIES

Dividends paid . ... ... ... (673,514)  (1,209,850)
Purchase of shares by subsidiary ........... .. .. .. . i (151,616) (375,169)
Net cash used in financing activities ................ .. ... ....... (825,130) (1,585,019)
NET CHANGE IN CASH AND CASH EQUIVALENTS ................... (891,691) (5,546)
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR .............. 1,778,798 1,784,344
CASH AND CASH EQUIVALENTS,ENDOF YEAR ..................... $ 887,107 $ 1,778,798

See accompanying notes to the consolidated financial statements.
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AMERINST INSURANCE GROUP, LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1. DESCRIPTION OF BUSINESS

Amerlnst Insurance Group, Ltd., (“AmerInst” or the “Company”’) was formed under the laws of Bermuda in
1998. The Company, through its wholly-owned subsidiary AmerInst Insurance Company, Ltd. (“AMIC Ltd.”)
and its predecessor AmerInst Insurance Company, Inc. (“AIIC Inc.”), has been engaged in the reinsurance of
claims-made insurance policies of participants in an American Institute of Certified Public Accountants
(“AICPA”) sponsored insurance program that provides accountants’ professional liability insurance coverage
(“AICPA Plan”).

The reinsurance activity of AMIC Ltd. depends upon agreements entered into with outside parties. In
August 1993, the AICPA Plan endorsed the CNA Financial Corporation (“CNA”) insurance group as its
insurance carrier. AIIC Inc. then began a reinsurance relationship with CNA, taking a 10% participation of the
first $1,000,000 of liability of each policy written under the plan. Effective in December 1999, the Company
began taking a 10% share of the “value plan” business from CNA. The “value plan” provides for separate
$1,000,000 limits for losses and separate $1,000,000 limits for expenses per occurrence and $2,000,000 in the
aggregate. The Company’s maximum limits under the “value plan” are $2,000,000 per occurrence and
$4,000,000 in the aggregate.

However, as further discussed under Note 12 —Subsequent Events, CNA, through whom we have access to
the AICPA Plan, has notified us in writing of its intent not to renew its agreement with us after the end of 2009.
The Company is currently in commutation and rescission negotiations with CNA, but the outcome is uncertain.

AMIC Ltd. entered into an excess of loss arrangement with Professional Direct Insurance Company
(“PDIC”) for a 15% quota share participation in the 1st excess layer of $500,000 excess of $500,000 of the
attorneys’ professional liability coverage provided by PDIC. The participation commenced January 1, 2003 and
terminated December 31, 2003.

Effective June 1, 2005, AMIC Ltd. entered into a 5% share in CAMICO Mutual Insurance Company’s first
excess layer of $2,000,000 excess of $1,000,000. CAMICO is a California-based writer of accountants’
professional liability business. This contract renewed on June 1, 2006 and further renewed on June 1, 2007 with
AMIC Ltd. entering into a 2.5% share of the $4 million excess $1 million layer of risk. Effective June 1, 2008,
the contract renewed for similar expiring terms.

2. SIGNIFICANT ACCOUNTING POLICIES
Basis of presentation

The accompanying consolidated financial statements have been prepared in conformity with accounting
principles generally accepted in the United States of America and include the accounts of AmerInst and its
operating wholly-owned subsidiaries, AmerInst Mezco, Ltd. (“Mezco”), AMIC Ltd. and AmerInst Investment
Company, Ltd. (“Investco”). Intercompany accounts and transactions have been eliminated on consolidation.

The preparation of financial statements in conformity with generally accepted accounting principles in the
United States of America 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. The major estimates reflected in the Company’s financial statements include but are
not limited to the liability for loss and loss adjustment expenses.
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AMERINST INSURANCE GROUP, LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Premiums

Premiums assumed are earned on a pro rata basis over the terms of the underlying policies to which they
relate. Premiums assumed relating to the unexpired portion of policies in force at the balance sheet date are
recorded as unearned premiums.

Deferred policy acquisition costs

Ceding commissions related to assumed reinsurance agreements are deferred and amortized pro rata over
the terms of the underlying policies to which they relate.

Liability for losses and loss adjustment expenses

The liability for unpaid losses and loss adjustment expenses includes case basis estimates of reported losses
plus supplemental amounts for projected losses incurred but not reported (IBNR), calculated based upon loss
projections utilizing certain actuarial assumptions and AMIC Ltd.’s historical loss experience supplemented with
industry data. The aggregate liability for unpaid losses and loss adjustment expenses at year end represents
management’s best estimate, based upon the available data, of the amount necessary to cover the ultimate cost of
loss, based upon an actuarial analysis prepared by independent actuaries. However, because of the volatility
inherent in professional liability coverage, actual loss experience may not conform to the assumptions used in
determining the estimated amounts for such liability at the balance sheet date. Accordingly, the ultimate liability
could be significantly in excess of or less than the amount indicated in the financial statements. As adjustments to
these estimates become necessary, such adjustments are reflected in current operations. AMIC Ltd. does not
discount its loss reserves for purposes of these financial statements.

The anticipated effect of inflation is implicitly considered when estimating liabilities for unpaid losses and
loss adjustment expenses. Future average severities are projected based on historical trends adjusted for
anticipated trends, are monitored based on actual developments and are modified if necessary.

Investments

Amerlnst classifies all of its investments as available-for-sale. Accordingly, AmerlInst reports these
securities at their estimated fair values with unrealized holding gains and losses being reported as other
comprehensive income. Fair value of investments is based on market quotations. Realized gains and losses on
sales of investments are accounted for by specifically identifying the cost and are reflected in the income
statement in the period of sale.

Declines in the fair value of investments below cost are evaluated for other than temporary impairment
losses. The evaluation for other than temporary impairment losses is a quantitative and qualitative process which
is subject to risks and uncertainties in the determination of whether declines in the fair value of investments are
other than temporary. The risks and uncertainties include the Company’s intent and ability to hold the security,
changes in general economic conditions, the issuer’s financial condition or near term recovery prospects, and the
effects of changes in interest rates. AmerInst’s accounting policy requires that a decline in the value of a security
below its cost basis be assessed to determine if the decline is other than temporary. If so, the security is deemed
to be impaired and a charge is recorded in net realized losses equal to the difference between the fair value and
the cost basis of the security. The fair value of the impaired investment becomes its new cost basis.

Cash and cash equivalents

For purposes of the statements of cash flows, AmerInst considers all money market funds and highly liquid
debt instruments purchased with an original maturity of three months or less to be cash equivalents.
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AMERINST INSURANCE GROUP, LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Net income per common share

Basic earnings per share is determined as net income available to common shareholders divided by the
weighted average number of common shares outstanding for the period. There are no dilutive securities.

New Accounting Pronouncements
Accounting Standards Adopted
Fair Value Measurement

We adopted FAS 157, Fair Value Measurements (“FAS 1577), effective January 1, 2008. Under this
standard, fair value is defined as the price that would be received to sell an asset or paid to transfer a liability (i.e.
the “exit price”) in an orderly transaction between market participants at the measurement date.

In determining fair value, we use the market approach which makes use of prices and other relevant
information generated by market transactions involving identical or comparable assets or liabilities. FAS 157
establishes a hierarchy for inputs used in measuring fair value that maximizes the use of observable inputs and
minimizes the use of unobservable inputs by requiring that the most observable inputs be used when available.
The hierarchy is broken down into three levels based on the reliability of inputs as follows:

e Level 1: Observable inputs to the valuation methodology that are quoted prices (unadjusted) for
identical assets or liabilities in active markets.

e Level 2: Observable inputs to the valuation methodology other than quoted market prices (unadjusted)
for identical assets or liabilities in active markets. Level 2 inputs include quoted prices for similar assets
and liabilities in active markets, quoted prices for identical assets in markets that are not active and
inputs other than quoted prices that are observable for the asset or liability, either directly or indirectly,
for substantially the full term of the asset or liability.

e Level 3: Inputs to the valuation methodology that are unobservable for the asset or liability.

The availability of observable inputs can vary from investment instrument to investment instrument and is
affected by a wide variety of factors, including, for example, the type of investment, whether the investment is
new and not yet established in the marketplace, and other characteristics particular to the transaction. To the
extent that valuation is based on models or inputs that are less observable or unobservable in the market, the
determination of fair value requires significantly more judgment. Accordingly, the degree of judgment exercised
by management in determining fair value is greatest for instruments categorized in Level 3. We use prices and
inputs that are current as of the measurement date, including during periods of market dislocation. In periods of
market dislocation, the observability of prices and inputs may be reduced for many instruments. This condition
could cause an instrument to be reclassified between levels.

The adoption of FAS 157 did not result in any cumulative-effective adjustment to our beginning retained
earnings at January 1, 2008, or any material impact on our results of operations, financial position or liquidity. In
February 2008, the FASB issued FSP FAS 157-2, Effective Date of FASB Statement No. 157 (“FSP FAS 157-2),
which permits a one-year deferral of the application of FAS 157 for all non-financial assets and non-financial
liabilities, except those that are recognized or disclosed at fair value in the financial statements on a recurring
basis (at least annually). Accordingly, we have also adopted FSP FAS 157-2 effective January 1, 2008, for
non-financial assets and non-financial liabilities. We are currently considering the impact of adopting FAS 157
for non-financial assets and non-financial liabilities with effect from January 1, 2009. We, however, do not
anticipate that this adoption will have a material impact on our results of operations, financial position or
liquidity.
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AMERINST INSURANCE GROUP, LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Accounting Standards Not Yet Adopted
Derivative Instruments and Hedging Activities

In March 2008, the FASB issued FAS No. 161, Disclosures about Derivative Instruments and Hedging
Activities — an amendment of FASB Statement No. 133 (“FAS 1617). FAS 161 expands the disclosure
requirements of FAS 133 and requires the reporting entity to provide enhanced disclosures about the objectives
and strategies for using derivative instruments, quantitative disclosures about fair values and amounts of gains
and losses on derivative contracts, and credit-risk related contingent features in derivative agreements. FAS 161
will be effective for fiscal years beginning after November 15, 2008, and interim periods within those fiscal
years. The adoption of FAS 161 is not expected to have a significant impact on our financial statements.

In February 2007, FASB issued FAS 159, The Fair Value Option for Financial Assets and Financial
Liabilities—Including an amendment of FASB Statement No. 115. FAS 159 permits entities to choose to measure
many financial instruments and certain other items at fair value. The objective is to improve financial reporting
by providing entities with the opportunity to mitigate volatility in reported earnings caused by measuring related
assets and liabilities differently without having to apply complex hedge accounting provisions. This statement is
expected to expand the use of fair value measurement, which is consistent with the FASB’s long-term
measurement objectives for accounting for financial instruments. The fair value option established will permit all
entities to choose to measure eligible items at fair value at specified election dates. An entity shall record
unrealized gains and losses on items for which the fair value option has been elected through net income in the
statement of operations at each subsequent reporting date. This statement is effective as of the beginning of an
entity’s first fiscal year that begins after November 15, 2007. The Company decided not to adopt FAS 159.

3. PLEDGED ASSETS

Pursuant to the reinsurance agreements, AMIC Ltd. is required to provide the ceding companies with
collateral for AMIC Ltd.’s liabilities to them. At December 31, 2008 and 2007 $113,382 was held in deposits
pursuant to the 2003 excess reinsurance agreement with PDIC. Also at December 31, 2008 and 2007, the
carrying value of investments in a trust account held by Bank of New York pursuant to reinsurance agreements in
effect from 1989 to mid-1993 was $2,256 and $2,038, respectively. Additionally, at December 31, 2008 and
2007, AMIC Ltd. had provided CNA with a Section 114 Trust, held by JPMorgan Chase Bank, with restricted
cash and cash equivalents and investments with a carrying value of $24,343,002 and $23,160,559, respectively.
At December 31, 2008 and 2007 AMIC Ltd. provided CAMICO with a Letter of Credit held by National City
Bank with supporting investments with a carrying value of $4,019,995 and $4,370,598, respectively.
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AMERINST INSURANCE GROUP, LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

4. INVESTMENTS

The cost or amortized cost, gross unrealized holding gains and losses, and estimated fair value of
investments in fixed maturity investments, by major security type, and equity securities at December 31, 2008

and 2007 are as follows:

December 31, 2008
Fixed maturity investments:

Obligations of states and political subdivisions . ...

Mortgage-backed securities (U.S. agency backed)

Total fixed maturity investments . ...............

Equity securities ............. .. .. ...
Hedgefund ......... ... .. .. .. ... .. .. ... ...

Total equity securities . .......................

Totalinvestments .. ...............cc.ovuun....

December 31, 2007
Fixed maturity investments:

Obligations of states and political subdivisions . ...

Mortgage-backed securities (U.S. agency backed)

Total fixed maturity investments .. ..............

Equity securities ........... ... i
Hedgefund ........... .. ... .. .. . .. .. ...

Total equity securities . .......................

Total investments . .. .............ccoviiinno...

Cost or Gross Gross Estimated

Amortized Unrealized Unrealized Fair

Cost Gains Losses Value
... $20,940,760 $ 559,499 $ (4,992) $21,495,267
R 7,531,224 104,265 — 7,635,489
..., 28471984 663,764 (4,992) 29,130,756
. 13,831,578 1,948,066 (28,024) 15,751,620
R 1,000,000 152,548 — 1,152,548
... 14,831,578 2,100,614 (28,024) 16,904,168
..., $43,303,562  $2,764,378  $(33,016) $46,034,924

Cost or Gross Gross Estimated

Amortized Unrealized Unrealized Fair

Cost Gains Losses Value
.... $18,183,149 $ 268,596 $(11,529) $18,440,216
. 9,136,646 44,828 (25,731) 9,155,743
... 27,319,795 313,424 (37,260) 27,595,959
... 17,671,329 6,867,756 (2,282) 24,536,803
R 1,000,000 487,266 — 1,487,266
. 18,671,329 7,355,022 (2,282) 26,024,069
... $45991,124 $7,668,446  $(39,542) $53,620,028
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AMERINST INSURANCE GROUP, LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

The gross unrealized loss on investments at December 31, 2008 and 2007 are categorized as follows:

12 months or greater Less than 12 months Total
Estimated
Fair Unrealized Estimated Unrealized Estimated Unrealized
Value Losses Fair Value Losses Fair Value Losses

December 31, 2008
Fixed maturity investments:
Obligations of states and political

subdivisions ................... § — — $1,718,215 $ (4,992) $1,718,215 $ (4,992)
Corporate debt securities ........... — — — — — —
Mortgage-backed securities (U.S.

agency backed) ................ — — — — — —
Total fixed maturity investments . . . . . — — 1,718,215 (4,992) 1,718,215 (4,992)
Equity securities ................. 105,959 (5,635) 935,013 (22,389) 1,040,972  (28,024)
Hedgefund ..................... — — — — — —
Total equity securities ............. 105,959 (5,635) 935,013 (22,389) 1,040,972  (28,024)
Total investments . . ............... $105,959  $(5,635) $2,653,228 $(27,381) $2,759,187 $(33,016)

As of December 31, 2008, there were approximately 9 securities in an unrealized loss position with an
estimated fair value of $2,759,187. Of these securities, there is 1 security that has been in an unrealized loss
position for 12 months or greater with an estimated fair value of $105,959. As of December 31, 2008, none of
these securities were considered to be other than temporarily impaired. The unrealized losses from these
securities were not a result of credit, collateral or structural issues.

12 months or greater Less than 12 months Total
Estimated
Estimated Unrealized Fair Unrealized Estimated Unrealized
Fair Value Losses Value Losses Fair Value Losses
December 31, 2007
Fixed maturity investments:
Obligations of states and political
subdivisions . .................. $3,029,985 $(11,524) $307,278 $ (4) $3,337,263 $(11,528)
Mortgage-backed securities (U.S.
agency backed) ................ 2,861,977  (25,732) — — 2,861,977 (25,732)
Total fixed maturity investments . . . .. 5,891,962  (37,256) 307,278 4) 6,199,240 (37,260)
Equity securities ................. — — 173,934 (2,282) 173,934 (2,282)
Hedgefund ..................... — — — — — —
Total equity securities ............. — — 173,934 (2,282) 173,934 (2,282)
Total investments . . ............... $5,891,962 $(37,256) $481,212 $(2,286) $6,373,174 $(39,542)

As of December 31, 2007, there were approximately 14 securities in an unrealized loss position with an
estimated fair value of $6,373,174. Of these securities, there are 11 securities that have been in an unrealized loss
position for 12 months or greater with an estimated fair value of $5,891,962. As of December 31, 2007, none of
these securities were considered to be other than temporarily impaired. The unrealized losses from these
securities were not a result of credit, collateral or structural issues.
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AMERINST INSURANCE GROUP, LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
The cost or amortized cost and estimated fair value of fixed maturity investments at December 31, 2008 by

contractual maturity are shown below. Expected maturities may differ from contractual maturities as borrowers
may have the right to call or prepay obligations without penalties.

Amortized Estimated
Cost Fair Value

Dueinone year or less . ...... ...t $ 1,181,511 $ 1,195,290
Due after one year through fiveyears ......... ... .. ... . i 13,040,429 13,319,090
Due after five years throughtenyears ............... .. ... 5,721,884 5,937,920
Due after ten years . . . . ... v i e 996,936 1,042,967

Subtotal . ... 20,940,760 21,495,267
Mortgage-backed securities (U.S. agency backed) . .......................... 7,531,224 7,635,489

Total .. $28,471,984 $29,130,756

Information on sales and maturities of investments are as follows:

2008 2007

Total proceeds on sales of SECUrIties . ... ..ottt $20,456,120 $25,204,298
Total proceeds from maturities of fixed maturity investments .................. 4,975,000 5,910,000
Gross gains on sales .. ... ... 1,225,335 2,205,364
Gross 10SSes 0N SAlES . .. ..ottt (1,767,121) (361,158)
Impairment 10SSEs . ... ..ot (4,016,465) (923,177)

Major categories of net interest and dividend income are summarized as follows:

2008 2007

Interest earned:

Fixed maturity iInVestments .. ...........ouuuutinnerineineneeenn.. $1,340,972  $1,224,047

Short term investments and cash and cash equivalents . ..................... 42,552 149,919
Dividends earned . . . . ... 325,970 476,233
INVESIMENT XPENSES . v o vttt ettt ettt e e e e e e e (226,321)  (237,815)
Net InVestment INCOIME . . . . oottt e e e e e e e e e e e e e e $1,483,173 $1,612,384

5. LIABILITY FOR UNPAID LOSSES AND LOSS ADJUSTMENT EXPENSES

Details of the liability for unpaid losses and loss adjustment expenses and related reinsurance recoveries
receivable at December 31, 2008 and 2007 are as follows:

2008 2007
Case basis ESHMALES . . . oot v ettt e et et e e e e $ 6,330,571 $ 6,119,316
Incurred But Not Reported . ........ ... i i 18,085,586 21,290,306
TOtalS .« .ot $24,416,157 $27,409,622
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Liability for losses and loss adjustment expense activity is as follows:

2008 2007

Liability—beginning of year . ............ ... ..o, $27,409,622  $28,161,369
Incurred related to:

CUITENE YOAT .« . o . vttt et e e e e e e e e e 5,814,347 5,784,085

Prioryears . ... (4,553,000) (2,790,997)

Total incurred . ......... ... ... .. 1,261,347 2,993,088
Paid related to:

CUITENE YOAT .« o o v vttt ettt et e e e et (60,654) (99,277)

Prioryears . ... ... . (4,194,158) (3,645,558)

Total paid . ... ... (4,254,812) (3,744,835)
Liability—end of year . ........... ... 0ot $24,416,157  $27,409,622

As aresult of the change in estimates of insured events in prior years, the provision for losses and loss
expenses decreased by $4,553,000 and $2,790,997 in 2008 and 2007, respectively. The 2008 decrease related
mainly to positive loss development in the policy years 1994 to 2004. The positive loss development in both
2008 and 2007 reflected the recognition of better than expected loss emergence in the prior policy years noted
rather than explicit changes to our actuarial assumptions. The 2007 decrease related mainly to positive loss
development in the policy years 1994 to 2002.

6. SHAREHOLDERS’ EQUITY

Notwithstanding the absence of a public market for our common shares, we have a policy of having
Investco, which holds our investment portfolio, purchase shares owned by our shareholders who have retired
from the practice of accounting or have died. We are currently prepared to repurchase those shares at a price
equal to the greater of the last year-end net book value per share or $27.85 per share.

7. PREMIUMS WRITTEN
Premiums written were $8,393,705 and $7,681,860 during 2008 and 2007, respectively.

8. OPERATING, MANAGEMENT EXPENSES AND TAXATION

Amerlnst, AMIC Ltd., Mezco and Investco have no employees. Their operating activities, as well as certain
management functions, are performed by contracted professional service providers. Cedar Management Limited
provides AmerInst and AMIC Ltd. certain management, administrative and operations services under the
direction of AmerlInst’s Board of Directors pursuant to an agreement. The agreement may be terminated by either
party upon not more than 90 days nor less than 60 days prior written notice. Mr. Grayston, a director and
President of the Company, and Mr. McMahon, Vice President and Treasurer of the Company, are Vice President
and President of Cedar Management Limited, respectively. The company paid $265,000 and $235,000 in fees
pursuant to this agreement during 2008 and 2007, respectively. Operating and management expenses include
compensation paid to members of the Board of Directors and various committees of the Board totaling $590,115
in 2008 and $507,648 in 2007.

Under current Bermuda law, the Company and its subsidiaries are not required to pay taxes in Bermuda on
either income or capital gains. The Company has received an undertaking from the Bermuda government that, in
the event of income or capital gains taxes being imposed, the Company will be exempted from such taxes until
the year 2016.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

9. DIVIDEND RESTRICTIONS AND STATUTORY REQUIREMENTS

Under the Bermuda Companies Act, AmerlInst is prohibited from declaring or paying a dividend as at
December 31, 2008 if such payment would reduce the realizable value of its assets to an amount less than the
aggregate value of its liabilities, issued share capital, and share premium accounts. In addition, it must be able to
pay its liabilities as they come due after the payment of a dividend. As at December 31, 2008, approximately $20
million was available to shareholders in accordance with these provisions.

Amerlnst’s ability to pay common shareholders’ dividends and its operating expenses is dependent on cash
dividends from AMIC Ltd. including its subsidiary, Investco (collectively the “reinsurance subsidiaries”). The
payment of such dividends by the reinsurance subsidiaries to AmerInst is limited under Bermuda law by the
Bermuda Insurance Act 1978 and Related Regulations, as amended, which require that AMIC Ltd. maintain
minimum levels of solvency and liquidity. For the years ended December 31, 2008 and 2007 these requirements
have been met. The minimum required statutory capital and surplus was $3,662,424 and $4,111,443 and actual
statutory capital and surplus was $24,632,564 and $25,135,361 at December 31, 2008 and 2007, respectively.
The minimum required level of relevant assets was $29,227,476 and $32,946,033 and actual relevant assets was
$66,540,279 and $69,063,405 at December 31, 2008 and 2007, respectively. Statutory income for the years ended
December 31, 2008 and 2007 was $4,668,499 and $2,440,824.

10. UNAUDITED CONDENSED QUARTERLY FINANCIAL DATA

FIRST SECOND THIRD FOURTH
% QUARTER QUARTER QUARTER QUARTER
Net premiums earned . ...............ciiunann.. $2,127,266 $2,041,470 $ 2,061,362 $ 2,137,111
Net iInvestment inCOmMe . .. .......ovviieiiinnnnnnn. 392,053 374,265 346,360 370,495
Netrealized (10SS) . .. oot ot (380,088)  (589,965) (865,735) (2,722,463)
Total reVenuUEs . . ...t v i 2,139,231 1,825,770 1,541,987 (214,857)
Net (10SS) INCOME . . . oo oo et e $ (466,073) $ (919,173) $(1,022,165) $ 1,773,628
Basic and diluted (loss) net income per share ......... $ 0.62) $ (1.23) $ (1.37) $ 2.37

FIRST SECOND THIRD FOURTH
w QUARTER QUARTER QUARTER QUARTER
Net premiums earned . ................viunann.. $2,234,048 $1,552,209 $ 2,102,940 $ 2,084,449
Net iInvestment inCOmMe . .. ........ovviiiiinnnnnnn. 394,156 395,089 397,948 425,191
Net realized gain (10SS) .. ....vviiiieeiee... 53,068 867,775 451,358 (451,172)
Total reVenues . . .. ..o v 2,681,272 2,815,073 2,952,246 2,058,468
Netincome (10SS) ... oovveei e $ (161,377) $ 800,154 $ 332,707 $ 2,086,116
Basic and diluted net income (loss) per share ......... $ 0.21) $ 1.06 $ 044 $ 2.76

11. SEGMENT INFORMATION

Amerlnst has two operating segments: 1) reinsurance activity and 2) RINITS™, its insurance financing
product, which is in the marketing phase of development. The results for the reinsurance activity were as follows:

2008 2007
ReVENUES . ..ot $5,292,131  $10,507,059
Total losses and eXPenses . ... .......oueueenenenennen.. 5,458,169 6,745,850
Segment (loss) income . ...............iiiiiiiin... (166,038) 3,761,209
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The RINITS™ segment offers a mechanism to securitize insurance and reinsurance risk, involving property,

casualty, life and health lines of insurance. This segment as of December 31, 2008, had generated no revenue.
Operating and management expenses are as follows:

2008 2007
Operating and management expenses, being segment loss . . ... ... $467,745  $703,609
The combined total net (loss) income for both segments is as follows:
2008 2007
Total net (10SS) INCOME . . ... ottt e e e $(633,783)  $3,057,600

12. SUBSEQUENT EVENTS

On January 5, 2009, AMIC Ltd. received written notice from CNA that CNA does not intend to renew the
reinsurance program encompassed by the AICPA Plan and the Value Plan Policies Accountants Professional
Liability Quota Share Treaty effective January 1, 2010. AmerInst’s underwriting profitability is substantially
dependent upon the policy pricing, risk selection and claims administration functions exclusively controlled and
performed by CNA, the officially sponsored insurer for the AICPA Plan. Neither AmerInst nor any of its
subsidiaries has any contractual right to act as a reinsurer or in any other capacity incident to the AICPA Plan.
The business relationship with CNA currently accounts for over 95% of Amerlnst’s operating revenue.

The Board has authorized AmerlInst’s Underwriting, Actuarial and Reinsurance Committee to discuss with
CNA the terms and potential termination of the Agreement, and authorized the Business Development
Committee to consider other business opportunities. The committee is currently in commutation and rescission
negotiations with CNA and reviewing other potential lines of business. However, the outcome of the committee’s
negotiations with CNA and review of other potential businesses is not yet certain.
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

There have been no changes in, or disagreements with, accountants on accounting and financial disclosure.
Our retention of Deloitte & Touche has been approved by our Audit Committee and our shareholders. There have
been no disagreements with Deloitte & Touche with respect to any matter of accounting principles or practices,
financial statement disclosure or auditing scope or procedure.

Item 9A. Controls and Procedures
Disclosure Controls and Procedures

As of December 31, 2008, we carried out an evaluation under the supervision and with the participation of
our management, including our Principal Executive Officer and our Principal Financial Officer, of the
effectiveness of the design and operation of our disclosure controls and procedures pursuant to Rule 13a-15
under the Securities Exchange Act of 1934, as amended. Based upon that evaluation, our Principal Executive
Officer and Principal Financial Officer concluded that, as of December 31, 2008, our disclosure controls and
procedures were effective.

Management’s Annual Report on Internal Control Over Financial Reporting

Management of the Company (together with its consolidated subsidiaries) is responsible for establishing and
maintaining adequate internal control over financial reporting. Management conducted an assessment of the
effectiveness, as of December 31, 2008, of the Company’s internal control over financial reporting, based on the
framework established in Internal Control-Integrated Framework Issued by the Committee Sponsoring
Organizations of the Treadway Commission (COSO). To perform this assessment the Company engaged its
manager, Cedar Management Limited and the independent CPA firm, Johnson Lambert & Company of
Burlington, Vermont. Based on our assessment under that framework, management concluded that the
Company’s internal control over financial reporting was effective as of December 31, 2008.

Our internal control over financial reporting is a process designed by or under the supervision of our
principal executive and principal financial officers to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles. Our internal control over financial reporting includes policies and procedures that
(1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect transactions and
dispositions of assets; (2) provide reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with generally accepted accounting principles, and that receipts
and expenditures are being made only in accordance with authorizations of management and the directors of the
Company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the Company’s assets that could have a material effect on our financial
statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements.

There has been no change in our internal controls over financial reporting identified in the evaluation that
occurred during our last fiscal quarter that has materially affected, or is reasonably likely to materially affect, our
internal control over financial reporting.

This annual report does not include an attestation report of the Company’s registered public accounting firm
regarding internal control over financial reporting. Management’s report was not subject to attestation by the
Company’s registered public accounting firm pursuant to temporary rules of the SEC that permit the company to
provide only management’s report in this annual report.

Item 9B. Other Information

None
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Item 10. Directors, Executive Officers and Corporate Governance

The information required by Item 10 of Form 10-K with respect to identification of directors and officers is
incorporated by reference from the information contained in the section captioned “Election of Directors” in the
Company’s definitive Proxy Statement for the Annual General Meeting of Shareholders to be held on June 11,
2009 (the “Proxy Statement”), a copy of which we intend to file with the SEC within 120 days after the end of
the year covered by this Annual Report on Form 10-K. The company has two executive officers, one of which is
a director of the Company.

Code of Ethics

We have a Code of Business Conduct and Ethics that applies to all directors, officers and employees,
including our principal executive officer, our principal financial officer and our principal accounting officer. You
can find our Code of Business Conduct and Ethics on our internet site, www.amerinst.bm. We will post any
amendments to the Code of Business Conduct and Ethics and any waivers that are required to be disclosed by the
rules of the SEC on our internet site.

Section 16 Compliance

Information appearing under the caption “Other Matters—Section 16(a) Beneficial Ownership Reporting
Compliance” in the Proxy Statement is incorporated herein by reference.

Audit Committee

Information appearing under the captions “Election of Directors—Meetings and Committees of the Board”
and “—Report of the Audit Committee” in the Proxy Statement is incorporated herein by reference.

Item 11. Executive Compensation

The information required by Item 11 of the Form 10-K is incorporated by reference from the information
contained in the section captioned “Election of Directors—Executive and Director Compensation” in the Proxy
Statement.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Shareholder
Matters

The information required by Item 12 of Form 10-K is incorporated by reference from the information
contained in the section captioned “Other Matters—Security Ownership of Certain Beneficial Owners and
Management” in the Proxy Statement.

Item 13. Certain Relationships and Related Transactions, and Director Independence

The information required by Item 13 of Form 10-K is incorporated by reference from the information
contained in the sections captioned “Other Matters—Certain Relationships and Related Transactions” and
“Election of Directors” in the Proxy Statement.

Item 14. Principal Accountant Fees and Services

The information required by Item 14 of Form 10-K is incorporated by reference from the information in the
section captioned “Appointment of Auditors” in the Proxy Statement.
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Item 15. Exhibits and Financial Statement Schedules

(a)(1) See Index to Financial Statements and Schedules on page 30.
(a)(2) See Index to Financial Statements and Schedules on page 30.
(a)(3) See Index to Exhibits set forth on pages 50 — 52.

(b) See Index to Exhibits.

() See Index to Financial Statements and Schedules on page 30.

INVESTMENTS—SCHEDULE I

Amerlnst Insurance Group, Ltd.

Consolidated Summary of Investments

as of December 31, 2008
Amount at which
shown on the
Type of investment Cost (1) Fair Value Balance Sheet
Fixed maturity investments:
Bonds:
United States government and agencies and
authorities . ......... ... $15,040,825 $15,423,427  $15,423,427
States, municipalities and political subdivisions . ... ... 13,431,159 13,707,329 13,707,329
Total fixed maturities . . . ..................... 28,471,984 29,130,756 29,130,756
Equities:
Common stocks:
Bank, trust and insurance companies . .............. 2,574,763 2,986,283 2,986,283
Hedge fund, industrial, miscellaneous and all other . . .. 12,256,815 13,917,885 13,917,885
Total equity securities ....................... 14,831,578 16,904,168 16,904,168
Total INVESTMENTS . . . . oottt et et e e e e e $43,303,562 $46,034,924  $46,034,924

(1) Adjusted cost of equity securities, taking in to account other than temporary impairment charges, and, as to
fixed maturities, original cost reduced by repayments and adjusted for amortization of premiums or accrual
of discounts.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15 (d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

Dated: March 31, 2009 AMERINST INSURANCE GROUP, LTD.

By: /s/ STUART H. GRAYSTON

Stuart H. Grayston,
President (Principal Executive Officer)

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by
the following persons on behalf of the Registrant and in the capacities and on the dates indicated.

Name

/s/ STUART H. GRAYSTON

Stuart H. Grayston

/s/  THOMAS MCMAHON

Thomas McMahon

/s/ IRVIN F. DIAMOND

Irvin F. Diamond

/s/ JEROME A. HARRIS

Jerome A. Harris

/s/  DAVID N. THOMPSON

David N. Thompson

/s/ JOHN T. SCHIFFMAN

John T. Schiffman

/s/ RONALD S. KATCH

Ronald S. Katch

/s/  JEFFRY I. GILLMAN

Jeffry L. Gillman

/s/ DAvVID R. KLUNK

David R. Klunk

/s/  THOMAS P. LILLIE

Thomas P. Lillie

Title

President and Director
(Principal Executive Officer)

Vice-President, Treasurer

(Principal Financial and Accounting
Officer)

Director and Chairman of the Board

Director and Vice-Chairman of the
Board

Director

Director

Director

Director

Director

Director
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Date

March 31, 2009

March 31, 2009

March 31, 2009

March 31, 2009

March 31, 2009

March 31, 2009

March 31, 2009

March 31, 2009

March 31, 2009

March 31, 2009
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Exhibit
Number

Year ended December 31, 2008

Description

3(i)
3(i)
4.1
42
10.1

10.2
10.3
10.4

10.5

10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

Memorandum of Association of AmerInst Insurance Group Ltd. (“Amerlnst” or the “Company”) (1)
Bye-laws of the Company (1)

Section 47 of the Company’s Bye-laws—included in Exhibit 3(ii) above

Statement of Share Ownership Policy, as Amended (9)

Reinsurance Treaty between Amerlnst Insurance Company, Inc. (“AIIC”) and Virginia Surety
Company, Inc. (2)

Agreement between Country Club Bank and AIIC (2)
Agreement between Country Club Bank and AmerlInst Insurance Group, Inc. (“AMIG”) (2)

Reinsurance Treaty between AIIC and CNA Insurance Companies (3), 1994 placement slip (4), 1995
placement slip (5), 1996 placement slip (6), 1997 placement slip (8), 1998 placement slip (10), and
Endorsement No. 1 to the Treaty effective July 1, 1999 (11)

Revised Management Agreement between Vermont Insurance Management, Inc. and AIIC dated
May 1, 1997(7), Addenda to Management Agreement dated July 1, 1997 (8), Addenda to
Management Agreement dated July 1, 1998 (10), Management Agreement between USA Offshore
Management, Ltd. and AmerInst Insurance Company Ltd. (“AMIC Ltd.”) dated as of December 2,
1999 (12), and Addenda to Agreement between Amerlnst Insurance Company Ltd. and USA
Offshore Management, Ltd. dated June 2, 2000 (12).

Escrow Agreement among AIIC, United States Fire Insurance Company and Harris Trust and
Savings Bank dated March 7, 1995 (5)

Security Trust Agreement among AIIC, Harris Trust and Savings Bank and Virginia Surety
Company, Inc. dated March 9, 1995 (5) and Agreement of Resignation, Appointment and
Acceptance by and among AMIC Ltd., Harris Trust and Savings Bank and The Bank of New York
dated as of May 8, 2000 (13)

Investment Advisory Agreement For Discretionary Accounts between Amerinst Insurance Company
and Harris Associates L.P. dated as of January 22, 1996, as amended by the Amendment to
Investment Advisory Agreement for Discretionary Accounts dated as of April 2, 1996 (1)

Exchange Agreement between the Company and AMIG, dated as of January 20, 1999 (1)

Reinsurance Treaty between AMIC Ltd. and CNA Insurance Companies, effective December 1,
1999 (11)

Value Plan Reinsurance Treaty between AMIC Ltd. and CNA Insurance Companies, effective
December 1, 1999 (11)

Trust Agreement among AMIC Ltd., Continental Casualty Company and Chase Manhattan Bank
dated as of December 21, 2000 (12)

Investment Counsel Agreement between AMIC Ltd. and Northwest Investment Management, Inc.
dated August 1, 2000 (13)

Registrar and Transfer Agent Agreement between the Company and Butterfield Corporate Services
Limited dated as of January 1, 2001 (14)
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Exhibit
Number Description
10.15 Reinsurance Treaty between AMIC Ltd. and CNA Insurance Companies, effective January 1,
2002 (15)
10.16 Reinsurance Placement Slip between AMIC Ltd. and Professionals Direct Insurance Company

(PDIC) effective January 1, 2003 (16)

10.17 Director Compensation Summary

10.18 Addendum to Agreement between AMIC Ltd. and USA Risk Group (Bermuda) Ltd. effective

January 1, 2008. (17)

10.19 Management Agreement between USA Risk Group (Bermuda), Ltd., Cedar Management Limited

and AMIC Ltd. dated July 1, 2008

10.20 Addenda to Management Agreement between USA Risk Group (Bermuda), Ltd., Cedar Management

Limited and AMIC Ltd. effective July 1, 2008

10.21 Addendum to Management Agreement between USA Risk Group (Bermuda), Ltd., Cedar

Management Limited and AMIC Ltd. effective January 1, 2009

21 Subsidiaries of the Registrant

31.1 Certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2 Certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32.1 Certification of Stuart Grayston pursuant to 18 U.S.C. Section 1350 as adopted pursuant to Section
906 of the Sarbanes-Oxley Act of 2002.

322 Certification of Thomas McMahon pursuant to 18 U.S.C. Section 1350 as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.

(1) Filed with the Company’s Registration Statement on Form S-4, Registration No. 333-64929 and

@)
3
“
&)
(6)
(N
®)
€))

incorporated herein by reference.

Filed with AMIG’s Annual Report on Form 10-K for the year ended December 31, 1992 and incorporated
herein by reference.

Filed with AMIG’s Annual Report on Form 10-K for the year ended December 31, 1993 and incorporated
herein by reference.

Filed with AMIG’s Annual Report on Form 10-K for the year ended December 31, 1994 and incorporated
herein by reference.

Filed with AMIG’s Quarterly Report on Form 10-Q for the quarter ended September 30, 1995 and
incorporated herein by reference.

Filed with AMIG’s Quarterly Report on Form 10-Q for the quarter ended September 30, 1996 and
incorporated herein by reference.

Filed with AMIG’s Quarterly Report on Form 10-Q for the quarter ended June 30, 1997 and incorporated
herein by reference.

Filed with AMIG’s Quarterly Report on Form 10-Q for the quarter ended September 30, 1997 and
incorporated herein by reference.

Filed with the Company’s Current Annual Report on Form 8 dated December 31, 2008 and incorporated
herein by reference.

(10) Filed with AMIG’s Quarterly Report on Form 10-Q for the quarter ended September 30, 1998 and

incorporated herein by reference.
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(11) Filed with the Company’s Annual Report on Form 10-K for the year ended December 31, 1999, and
incorporated herein by reference.

(12) Filed with the Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2000 and
incorporated herein by reference.

(13) Filed with the Company’s Annual Report on Form 10-K for the year ended December 31, 2000 and
incorporated herein by reference.

(14) Filed with the Company’s Annual Report on Form 10-K for the year ended December 31, 2001 and
incorporated herein by reference.

(15) Filed with the Company’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2002 and
incorporated herein by reference.

(16) Filed with the Company’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2003 and
incorporated herein by reference.

(17) Filed with the Company’s Annual Report on Form 10-K for the year ended December 31, 2007 and
incorporated herein by reference.
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Exhibit 10.17

DIRECTOR COMPENSATION SUMMARY

Effective July 1, 2008, the Board increased the annual retainer for the directors who are not employed by Cedar Management
Limited, our management company, from $15,000 to $20,000. The additional amount was paid in the common shares of the

Company.

In addition to the annual retainer, the directors who are not employed by Cedar Management Limited are also paid $700 per half
day for each board meeting and $175 per hour for each committee meeting attended during the calendar year. All of our officer
positions are filled by directors without any salary or other compensation. Directors are entitled to receive compensation and
reimbursement for expenses incurred in attending board or committee meetings or when otherwise acting on our behalf. The chairman
of the board, as well as the chairman of each committee, receive an additional annual retainer of $5,000.
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Exhibit 10.19

MANAGEMENT AGREEMENT
BETWEEN
CEDAR MANAGEMENT LIMITED
AND
AMERINST INSURANCE COMPANY, LTD.

THIS AGREEMENT is made and entered into this 1% day of July, 2008, between CEDAR MANAGEMENT LIMITED, a
Bermuda corporation with its principal office in Hamilton, Bermuda (hereinafter referred to as “MANAGER”), and AMERINST
INSURANCE COMPANY, LTD. (on behalf of itself and related companies, AmerInst Mezco, Ltd., AmerInst Insurance Group, Ltd.
and AmerlInst Investment Company, Ltd.), a Bermuda corporation with its principal office in Hamilton, Bermuda (hereinafter referred
to as “COMPANY”).

WITNESSETH

WHEREAS, MANAGER is a company engaged in managing and administering insurance companies pursuant to section 10 of
the Bermuda Insurance Act of 1978; and

WHEREAS, COMPANY desires to employ MANAGER to serve as its Principal Representative and to perform management
and administration services in connection with the operation of COMPANY, which is a Bermuda corporation established pursuant to
the Bermuda Insurance Act of 1978, and MANAGER is willing to perform such services subject to the terms and conditions
hereinafter set forth; and

WHEREAS, MANAGER represents and COMPANY believes that MANAGER has the facilities and personnel in Bermuda to
render the necessary management services to COMPANY.

NOW, THEREFORE, in consideration of the mutual agreements herein contained, the sufficiency of which is hereby
acknowledged, and in consideration of the performance by each of the parties hereto of the terms and agreements hereof, it is agreed
that:

ARTICLE I
Appointment and Authority

1.1 The COMPANY hereby appoints MANAGER as its Principal Representative (for the purposes described in this
AGREEMENT) and hereby authorizes and directs MANAGER to provide COMPANY management services hereof; MANAGER
accepts such appointment and undertakes and agrees to provide COMPANY with the services and assistance herein provided upon
the terms and conditions and for the compensation herein specified.

1.2 COMPANY retains all authority to perform on its own behalf such actions as it deems necessary to carry out the business of
insurance.
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ARTICLE II

Service of Manager

2.1 COMPANY, upon consultation with MANAGER, shall establish broad principles to be applied by MANAGER in the
performance of its duties under this AGREEMENT.

2.2 MANAGER, in the performance of its duties, agrees to do and perform all acts reasonably a part of such management as
customarily understood in the insurance industry.

2.3 Without limiting the generality of the foregoing, MANAGER specifically agrees to perform the following services:

(a) Maintain a home office and principal place of business in Bermuda for COMPANY during the term of this
AGREEMENT and, if desired, recommend a person(s) who is a resident of Bermuda to serve as a director and/or officer.

(b) Establish and maintain an accounting system appropriate to COMPANY’S operations and provide all accounting
services required for purposes of management and compliance with all requirements of Bermuda regulatory authorities
(exclusive of audit and reserve certification services). In addition, MANAGER will duly perform all the duties and
discharge all the responsibilities required of it as the COMPANY ’s Principal Representative by the Insurance Act 1978 and
its Related Regulations and use its best endeavors to ensure that the Company is at all times in compliance with all statutes
(including subordinate legislation and governmental or ministerial orders and decrees) in force from time to time regulating
the activities of, or otherwise applicable to , insurers carrying on business in or from Bermuda.

(c) Prepare financial statements at specified intervals and in the form requested by COMPANY as detailed in the attached
Recordkeeping Addendum.

(d) Submit on a timely basis to regulatory authorities such reports and other information as may be required by law,
including statutory quarterly and annual statements and all returns for premium and other taxes required by the Bermuda
tax authorities.

(e) Render periodic advice, at such intervals and with such frequency as COMPANY may reasonably specify, as to the
amount of reserves and other funds available for investment from time to time by COMPANY.

(f) Perform certain insurance functions on behalf of COMPANY as outlined in the attached Insurance Addendum.

(g) Perform certain shareholder relations functions on behalf of COMPANY as outlined in the attached Shareholder
Relations Addendum.
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(h) Maintain records of any funds due COMPANY and pay accounts payable owed by COMPANY of which MANAGER
could reasonably be expected to have knowledge and which are required by the management duties assumed under this
AGREEMENT including fees and charges of accountants, actuaries, lawyers and consultants. MANAGER shall use
diligence in the collection of accounts but shall be responsible to COMPANY only for funds which have been collected.
MANAGER shall not bear responsibility to pursue the collection of accounts through the use of court or other legal
processes.

Specifically, MANAGER shall collect, receive and deposit all fund, including money and checks for premium on
insurance, endorse “for deposit only” all checks payable to COMPANY, deposit such funds within fifteen (15) days of
receipt only in checking and bank accounts in banks that are members of the Federal Reserve System or a Bermuda bank
designated by the Board of COMPANY and abide in the respective accounts by the minimum and maximum amounts
established by the Board; MANAGER shall hold all funds received by it in connection with this AGREEMENT as a
fiduciary of COMPANY and segregated from its other funds and assets in compliance with all applicable laws and shall
under no circumstances make any personal use of such funds. Interest or revenue produced from such deposits shall inure
to the benefit of COMPANY.

(i) Assist COMPANY’S auditors in the audit of COMPANY’S books and records.

2.4 COMPANY agrees to comply promptly with any request for instructions or information which MANAGER may make in
order to efficiently perform the management duties under this AGREEMENT. MANAGER shall bear no liability for its failure to act
or for its reasonable independent actions in connection with COMPANY’S business in the absence of a timely response to any such
request.

ARTICLE II

Manager Compensation

3.1 COMPANY hereby agrees to pay MANAGER as full compensation for all services performed under this AGREEMENT the
amount set forth in the Management Fee Addendum at the intervals so specified. This amount is based on the activities contemplated
and responsibilities designated at the time of the signing of this AGREEMENT. Changes in the operation or requirements of
COMPANY which change the services required of the MANAGER will be subject to review as warranted with appropriate
adjustment of the management fee, as mutually agreed.

3.2 Promptly upon demand, COMPANY agrees to reimburse MANAGER for expenses incurred directly on behalf of
COMPANY, which are outside the ordinary course of providing the management services detailed in Article II. These include, but are
not limited to, travel costs, COMPANY stationery, filing fees, premium taxes, long distance telephone expenses, express delivery
expense and like matters.
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ARTICLE IV

Term and Termination

4.1 The term of this AGREEMENT shall be for the period from July 1, 2008 to December 31, 2008, and shall automatically be
renewed annually thereafter for successive one-year periods. However, either party may terminate this AGREEMENT without cause
at any time by giving the other party written notice of intention to terminate this Agreement, and such notice shall be given not more
than ninety (90) days, but not less than sixty (60) days prior to the effective date of the termination.

4.2 Notwithstanding anything to the contrary herein, either party hereto may terminate this AGREEMENT if the other party fails
to perform or observe, or commits a breach of, any provision of this AGREEMENT or is in violation of the laws and regulations of
Bermuda, and fails to cure or remedy such failure, breach or violation within thirty (30) days following the delivery to such party of a
written notice specifying the alleged failure, breach or violation; such termination to be effective upon the expiration of such thirty
(30) day period.

4.3 MANAGER agrees to cooperate with and assist COMPANY in the termination of this AGREEMENT in all reasonable
respects with regard to any matters arising or occurring during the period this AGREEMENT is in force. COMPANY agrees to
reimburse MANAGER for all costs incurred by MANAGER with respect to the cooperation and assistance provided by MANAGER
pursuant to this Section 4.3.

4.4 All books of account, insurance policies, reinsurance agreements, bank statements and checks, loss information, minutes,
correspondence and other documentation maintained and held by MANAGER on behalf of and relating to the affairs of COMPANY
shall remain the sole and exclusive property of COMPANY and shall be delivered promptly to COMPANY or its agent designated in
writing following any termination of this AGREEMENT by either party.

ARTICLE V
Manager Responsibility; Limitations Thereon

5.1 MANAGER will use its best efforts and judgment to the end that the services covered by this AGREEMENT shall at all
times be performed in accordance with such methods and in such manner as will comply with all laws and statutes relating thereto
and with all provisions of pertinent contracts and agreements to the extent that COMPANY specifically notifies MANAGER of such
provisions. MANAGER does not hereby represent that it can or will render legal advice to COMPANY or (except as otherwise
expressly provided herein) that it will bear the responsibility for COMPANY’S compliance with applicable legal requirements.
Rather, MANAGER will make reasonable efforts to conform its services to such legal and contractual requirements as are made
known to it.

5.2 MANAGER shall indemnify and hold harmless COMPANY from and against any liability, claims and expenses resulting
from the conduct of MANAGER. However liability of MANAGER for any loss, injury or damages sustained by COMPANY as a
result of any act or omission of MANAGER shall not exceed the amount equal to the annual fee actually received by MANAGER
under and by virtue of this AGREEMENT, except in cases where such loss, injury or damages result from the willful misconduct,
gross negligence or fraud of MANAGER.

5.3 COMPANY shall defend and indemnify MANAGER and hold it harmless from and against any and all liability,
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costs and expenses (including attorneys’ fees) arising out of or in any way relating to its management of COMPANY, except liability
which is a direct result of MANAGER’S gross negligence or willful or wanton misconduct.

5.4 MANAGER does not act as an insurer for any insured of COMPANY. This AGREEMENT shall not be construed as an
insurance policy or any contract or agreement of indemnity; it being understood that MANAGER is in no event under the terms of
this AGREEMENT financially responsible or liable for the payment or satisfaction of claims, lawsuits or any cause of action against
COMPANY or any insured of COMPANY. The payment by MANAGER of any funds for the satisfaction of any claim, lawsuit, or
cause of action against COMPANY or any insured of COMPANY shall not be considered an undertaking by MANAGER to be
responsible financially or liable for any present or future claims.

5.5 MANAGER shall have no authority to hold itself out as an agent of COMPANY for any other purpose than specifically
prescribed in this AGREEMENT; to waive any forfeiture; or to collect any premium except those for which policies have been issued
or valid receipts which have been sent for collection, or to bind COMPANY in any way except as herein expressly stated.

5.6 MANAGER agrees that no forms, binders, pamphlets, booklets or any other printed matter using COMPANY’S name shall
be used, issued or circulated unless authorized by COMPANY’S Board.

5.7 Other than provided by this AGREEMENT, the MANAGER is forbidden to incur any indebtedness on behalf of the
COMPANY whatsoever without first obtaining the written consent of the Board of Directors of the COMPANY

ARTICLE VI
Confidentiality

6.1 MANAGER shall not (except in the exercise of duties hereunder or as required by law) disclose an information relating to
the affairs of COMPANY to any person not authorized by COMPANY to receive such information and MANAGER will use its best
efforts to prevent any such disclosure by its employees and agents.

6.2 All books and records of COMPANY shall be open to inspection only by directors, officers and employees of MANAGER
and by COMPANY'’S officers, directors and designated employees, in person or by agent or attorney, upon written demand, at any
reasonable time or times.

ARTICLE VII
Miscellaneous
7.1 The failure of either party at any time to require the other party’s performance of any provision hereof shall not be construed

as a waiver of any continuing or succeeding breach of such provision, a waiver or modification of the provision itself, or a waiver or
modification of any other right under this AGREEMENT.

7.2 This AGREEMENT is governed by the laws of Bermuda.

7.3 MANAGER shall at all times act as an independent contractor of COMPANY, and in no event shall employees of
MANAGER be considered employees of COMPANY.

7.4 This AGREEMENT (with all its addenda) constitutes the entire agreement between the parties hereto concerning the subject
matter addressed herein, and supersedes all previous agreements or undertakings, whether oral or written. This AGREEMENT may
only be amended or modified in writing.
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7.5 Neither this AGREEMENT nor any right created hereunder may be assigned by either party without the express written
consent of the other.

7.6 This AGREEMENT is binding upon the parties hereto, their successors and assigns.

7.7 Headings herein are for convenience of reference only and are not intended for use in the interpretation of this
AGREEMENT.

7.8 No management personnel or other employees of the COMPANY are to perform management functions and receive any
remuneration therefore, through this or any other management or service contract, in addition to compensation by way of salary
received directly from the COMPANY for their services.

IN WITNESS WHEREOF, the parties have caused this AGREEMENT to be executed by their duly authorized representatives
the day and year first mentioned above.

WITNESS: CEDAR MANAGEMENT LIMITED

By: /s/  MICHAEL LARKIN By: /s/  THOMAS MCMAHON
Its duly authorized agent

WITNESS: AMERINST INSURANCE COMPANY, LTD.

By: /s/  REBECCA J. AITCHISON By: /s/  RONALD S. KATCH

Its duly authorized agent
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Exhibit 10.20
ADDENDA TO AGREEMENT
BETWEEN
AMERINST INSURANCE COMPANY, LTD.
AND

CEDAR MANAGEMENT LIMITED

INSURANCE ADDENDUM

MANAGER will:

6]
(©))
3)

Maintain and update all insurance policies, endorsements, binders, cover notes, and other evidence of insurance.
Issue Certificates of Insurance and act as COMPANY ’s registered agent for services of process.

Cooperate with authorized COMPANY employees, consultants, actuaries, claims personnel and attorneys on a day-to-day basis
to ensure the efficient operation of the COMPANY. The MANAGER also agrees to extend full cooperation to all regulatory and
COMPANY officials and all audits or examinations.

RECORDKEEPING ADDENDUM

MANAGER will:

6]

(©))

3)

“)
®)

(©6)
)

®)

Provide all routine accounting services to establish and maintain books of account, including, but not limited to, accounting for
reinsurance, maintenance of underwriting statistics, invoicing, disbursements, cash and investment records and a general ledger.

Maintain true, accurate and complete records and accounts of all transactions arising out of this AGREEMENT, including, but
not limited to, claims and losses, and financial matters. Said records and accounts shall be maintained at all times in such
manner and form as may be agreed to by the Board of Directors of the COMPANY and in accordance with generally accepted
accounting and insurance practices.

Prepare a quarterly financial statement of income and expenses, a balance sheet, and other financial statements as may be
required by COMPANY’S Board, for distribution to such persons as are designated in writing by the Board; such reports shall
include;

a.  Premiums received

b.  Losses paid

c.  Loss adjustment expenses paid; and

d.  Loss reserve information

Complete and file Statutory Financial Return and Statutory Financial Statements as required by Bermuda insurance regulators.

Liaise with service providers preparing Premium Tax and COMPANY Tax and other regulatory returns in accordance with state
and federal laws, and cause such returns to be filed with the appropriate authorities.

Ensure compliance with the regulations pertaining to books and records and Bermuda home office.

Prepare and maintain minutes of all board and shareholder meetings. Assist in the preparation of the agenda and materials for
the meetings. Have a representative attend all Board meetings and Committee meetings where necessary.

Advise the Board on matters of interest.
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SHAREHOLDER RELATIONS ADDENDUM

MANAGER will:

(1) Follow standard procedures for monitoring and responding to shareholder inquiries and requests as set forth by and under the
direction of the Shareholder Relations Committee;

(2) Receive and respond to shareholder telephone calls received on the 1-800 number;

(3) Maintain telephone log, including name of caller and brief description of nature of call. (Copy of which is sent to Chairman of
Shareholder Relations Committee at end of every month);

(4) Review and respond to shareholder inquiries and requests received via email,

(5) Compile and prepare stock transfer cases for Committee approval;

(6) Compile and prepare stock redemption cases for Board approval;

(7) Advise Committee members of abnormal shareholder calls or mail on cases requiring further assistance;

(8) Maintain Buy-Sell Trading System list and prepare mailings to participants on a quarterly basis or as requested by the
Committee;

(9) Prepare special mailings as requested by the Committee;

(10) Coordinate with The Bank of NT Butterfield—Shareholder Division, Transfer Agent for AmerInst Insurance Group, Ltd., on
shareholder relations matters including transfer and redemption of stock, change of address, dividends, proxy mailings,
shareholder listings and other items relevant to shareholder relations;

(11) Maintain shareholder relations records.

MANAGEMENT FEE ADDENDUM

COMPANY will

(1) Compensate MANAGER at a rate of $132,500 for the period from July 1, 2008 to December 31, 2008, which shall be inclusive
of all work by MANAGER on CAMICO, PDIC and the CNA audit.

(2) Cause the above management fee to be paid in quarterly installments in advance at the beginning of each calendar quarter.

(3) Reimburse MANAGER for reasonable out-of-pocket expenses incurred during the management of the COMPANY including;
courier and express mail service; long-distance telephone calls; travel and meeting expenses incurred at the request of the
COMPANY; costs of COMPANY stationery; filing fees; and similar expenses.

COMPANY agrees that special projects will be invoiced separately at agreed upon fees or rates.
IN WITNESS WHEREOF, the parties have duly executed these Addenda this 11th day of December, 2008.

WITNESS: CEDAR MANAGEMENT LIMITED

/s/  MICHAEL LARKIN By: /s/  THOMAS MCMAHON
Its duly authorized agent
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WITNESS:

/S/' REBECCA J. AITCHISON

AMERINST INSURANCE COMPANY, LTD.

By: /s/  RONALD S. KATCH
Its duly authorized agent
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Exhibit 10.21
ADDENDUM TO THE
CAPTIVE INSURANCE COMPANY MANAGEMENT SERVICES AGREEMENT
BETWEEN

CEDAR MANAGEMENT LIMITED (“CEDAR”)
USA RISK GROUP (BERMUDA), LTD. (“USABDA”)
(and their affiliated companies) (hereafter collectively “MANAGER”)
AND
AMERINST INSURANCE COMPANY, LTD. (“COMPANY”)
EFFECTIVE: January 1, 2009

The original agreement between COMPANY and MANAGER is hereby renewed for one year beginning January 1, 2009 and ending
December, 31, 2009.

The Management Agreement Addendum is amended to read as follows:

Management Agreement Addendum

1) Itis hereby agreed that, the Company will compensate MANAGER at a rate of $335,000 per annum beginning 1/1/09 and
ending 12/31/09, which shall be inclusive of all work by MANAGER on CAMICO, PDIC and the CNA audits.

2)  Cause the above fee to be paid in quarterly installments in advance at the beginning of each calendar quarter.

3) Reimburse MANAGER for reasonable out-of-pocket expenses incurred during the management of the COMPANY including;
courier and express mail service; long distance telephone calls; travel and meeting expenses incurred at the request of the
COMPANY; costs of COMPANY stationery; filing fees; and similar expenses.

COMPANY agrees that special projects will be invoiced separately at agreed upon fees or rates.

IN WITNESS WHEREOF, the parties have duly executed this Addendum this 11th day of December, 2008.

By: /s/  THOMAS MCMAHON

Cedar Management Limited
(itself and on behalf of its affiliated companies)

By: /s/  STUART H. GRAYSTON

USA Risk Group (Bermuda), Ltd.
(itself and on behalf of its affiliated companies)

By: /s/  RONALD S. KATCH
AmerlInst Insurance Company, Ltd.
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Exhibit 21

Subsidiaries of AmerInst Insurance Group, Ltd.

Jurisdiction Percentage
Name of Organization Ownership
Amerlnst Mezco, Ltd. Bermuda 100%™
AmerInst Insurance Company, Ltd. Bermuda 100%™
AmerInst Investment Company, Ltd. Bermuda 100%D
AmerlInst Underwriters, Inc. Delaware 100%"
AmerInst Holdings, Ltd. Bermuda 100%D

(1)  Amerlnst Mezco, Ltd., a direct wholly owned subsidiary of AmerInst Insurance Group, Ltd., owns 100% of the shares of
AmerlInst Insurance Company, Ltd., which in turn owns 100% of the shares of each of AmerInst Investment Company, Ltd.,
AmerInst Underwriters, Inc., and AmerInst Holdings, Ltd.
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Exhibit 31.1

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Stuart Grayston, certify that:

1. I have reviewed this Annual Report on Form 10-K of AmerInst Insurance Group, Ltd.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the company as of, and for, the periods presented in
this report;

4. The company’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in
Exchange Act Rules 13(a)-15(f) and 15d-15(f)) for the company and have:

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

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and preparation
of financial statements for external purposes in accordance with generally accepted accounting principles;

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

(d) Disclosed in this report any change in the company’s internal control over financial reporting that occurred during the
company’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the company’s internal control over financial reporting; and

5. The company’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the company’s auditors and the audit committee of the company’s board of directors:

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

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

Date: March 31, 2009
/s/ STUART GRAYSTON

Stuart Grayston
President (Principal Executive Officer)
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Exhibit 31.2

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Thomas McMabhon, certify that:

1. I have reviewed the Annual Report on Form 10-K of AmerInst Insurance Group, Ltd.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the company as of, and for, the periods presented in
this report;

4. The company’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in
Exchange Act Rules 13a-15(f) and 15d-15(f) for the company and have:

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

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and preparation
of financial statements for external purposes in accordance with generally accepted accounting principles;

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

(d) (d) Disclosed in this report any change in the company’s internal control over financial reporting that occurred during
the company’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the company’s internal control over financial reporting; and

5. The company’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the company’s auditors and the audit committee of the company’s board of directors:

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

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

Date: March 31, 2009

/s/  THOMAS MCMAHON

Thomas McMahon
Vice President (Principal Financial Officer)
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CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of AmerInst Insurance Group, Ltd. (the “Company”) on Form 10-K for the period ended
December 31, 2008 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Stuart Grayston,
President and Principal Executive Officer of the Company, certify, pursuant to 18 U.S.C. §1350, as adopted pursuant to §906 of the
Sarbanes-Oxley Act of 2002, that, to my knowledge:

1. The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

/S/' STUART GRAYSTON

Stuart Grayston
President (Principal Executive Officer)

March 31, 2009
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Exhibit 32.2
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of AmerInst Insurance Group, Ltd. (the “Company”) on Form 10-K for the period ended
December 31, 2008 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Thomas McMahon,
Vice President and Principal Financial Officer of the Company, certify, pursuant to 18 U.S.C. §1350, as adopted pursuant to §906 of
the Sarbanes-Oxley Act of 2002, that, to my knowledge:

1. The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

/s/  THOMAS MCMAHON
Thomas McMahon
Vice President (Principal Financial Officer)

March 31, 2009
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