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Report of Independent Auditors

Board of Directors
ALPS Corporation and Subsidiaries

Opinion

We have audited the consolidated financial statements of ALPS Corporation and Subsidiaries (the

Company), which comprise the consolidated balance sheets as of December 31, 2022 and 2021, and the related
consolidated statements of comprehensive (loss) income, changes in stockholders’ equity, and cash flows for
the years then ended, and the related notes to the consolidated financial statements.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
financial position of the Company as of December 31, 2022 and 2021, and the results of its operations and its
cash flows for the years then ended in accordance with accounting principles generally accepted in the United
States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America (GAAS). Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are required to
be independent of the Company and to meet our other ethical responsibilities, in accordance with the relevant
ethical requirements relating to our audits. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements
in accordance with accounting principles generally accepted in the United States of America, and for the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of
consolidated financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the Company’s ability to
continue as a going concern for one year after the date that the consolidated financial statements are available
to be issued.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the consolidated financial statements.
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In performing an audit in accordance with GAAS, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the consolidated
financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design 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. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the consolidated financial
statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Company’s ability to continue as a going concern for a reasonable period of
time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters
that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the disclosures about
short-duration insurance contracts, including incurred and cumulative paid losses and allocated loss
adjustment expenses, net of reinsurance and average annual percentage payout of incurred losses by age, net
of reinsurance, on pages 40 - 42 be presented to supplement the basic consolidated financial statements. Such
information is the responsibility of management and, although not a part of the basic consolidated financial
statements, is required by the Financial Accounting Standards Board, who considers it to be an essential part of
financial reporting for placing the basic consolidated financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management's responses to our inquiries, the basic consolidated financial
statements, and other knowledge we obtained during our audit of the basic consolidated financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures do
not provide us with sufficient evidence to express an opinion or provide any assurance.

%{.«am ko= LLP

Burlington, Vermont
April 27,2023
VT firm registration: 092-0000267



ALPS Corporation and Subsidiaries

Consolidated Balance Sheets

As of December 31, 2022 and 2021

2022 2021
Assets
Investments:
Fixed maturities available-for-sale, at fair value $ 117,256,616 $ 130,387,236
Equity securities, at fair value 10,989,356 12,348,184
Common stock of affiliate 820,611 839,021
Alternative investment 2,290,656 4,018,884
Total investments 131,357,239 147,593,325
Cash and cash equivalents 11,385,801 7,387,105
Accrued interest receivable 1,206,089 1,102,202
Accounts receivable 494,626 472,651
Premiums receivable 2,596,239 2,726,714
Reinsurance recoverable 68,191,277 63,107,339
Net deferred tax asset 5,220,581 515,927
Right-of-use asset, net 1,217,891 1,604,834
Property and equipment, net 2,366,570 1,918,614
Other assets 1,539,112 1,430,222
Income tax receivable 19,080 -
Total assets $ 225594505 $ 227,858,933
Liabilities and stockholders' equity
Liabilities and stockholders' equity
Losses and loss adjustment expense reserves $ 130,949,305 $ 120,586,727
Unearned premiums 31,888,867 30,506,035
Reinsurance payable, funds held under reinsurance treaties 7,431,043 7,479,772
Accounts payable and accrued expenses 4,374,136 6,864,612
Lease liability 1,218,248 1,605,390
Income tax payable - 494,002
Total liabilities 175,861,599 167,536,538
Stockholders' Equity:
Common Stock - Class A 3,522 3,522
Common Stock - Class C 241 241
Additional paid-in capital 23,111,019 23,111,019
Retained earnings 65,507,498 61,903,585
Treasury stock (30,356,125) (29,609,751)
Accumulated other comprehensive (loss) income, net of tax (8,533,249) 4,913,779
Total stockholders' equity 49,732,906 60,322,395
Total liabilities and stockholders' equity $ 225594505 $ 227,858,933

See accompanying notes to consolidated financial statements.
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ALPS Corporation and Subsidiaries

Consolidated Statements of Comprehensive (Loss) Income

Years ended December 31, 2022 and 2021

Revenues
Premiums earned
Premiums ceded
Net premiums earned

Investment income, net
Net realized capital (losses) gains on available-for-sale securities
Net (losses) gains recognized on equity securities
Other revenue
Total revenues

Expenses
Losses and loss adjustment expenses
Reinsurance recoveries

Net losses and loss adjustment expenses

Operating expenses
Total expenses

Income before provision for income taxes

Provision for income taxes
Current
Deferred provision
Total provision for income taxes

Net income

Other comprehensive loss, net of tax
Net unrealized losses during the period on
available-for-sale securities, net of tax of $(4,258,253) and
$(606,897), respectively
Reclassification adjustment for net realized gain (loss) on
available-for-sale securities, net of tax of $683,726 and
$(7,142), respectively
Total other comprehensive loss
Total comprehensive (loss) income

2022

2021

$ 56,064,770 $ 53,781,544

(16,600,841) (17,094,767)
39,463,929 36,686,777
4,784,750 4,303,453
(3,255,840) 34,011
(2,191,272) 2,184,057
1,361,227 1,257,731
40,162,794 44,466,029
37,967,293 32,450,994
(15,574,556) (13,544,826)
22,392,737 18,906,168
13,298,460 14,705,296
35,691,197 33,611,464
4,471,597 10,854,565
1,997,662 2,245,585
(1,129,978) (104,699)
867,684 2,140,886
3,603,913 8,713,679
(16,019,142) (2,283,090)
2,572,114 (26,869)
(13,447,028) (2,309,959)
$ (9843115 $ 6,403,720

See accompanying notes to consolidated financial statements.

4



Balance at December 31, 2020
Stock redemption - affiliates
Stock issuance for share repurchase
program
Comprehensive loss, net of tax
Net income

Balance at December 31, 2021
Stock redemption
Stock issuance for share repurchase
program
Comprehensive loss, net of tax
Net income

Balance at December 31, 2022

ALPS Corporation and Subsidiaries

Consolidated Statements of Changes in Stockholders' Equity

Year ended December 31, 2022 and 2021

Accumulated

Class A Class C Additional Other Total
Common Stock Common Stock Paid-in Retained Comprehensive Treasury Stock, at Cost Stockholders'
Shares Amount Shares Amount Capital Earnings (Loss) Income Shares Amount Equity
3,522 $ 3,522 241 % 241 $ 23,111,019 $ 53,189,906 $ 7,223,738 2,113 $ (28,199,736) $ 55,328,690
- - - - - - - 59 (1,993,905) (1,993,905)
- - - - - - - (17) 583,890 583,890
- - - - - - (2,309,959) - - (2,309,959)
- - - - - 8,713,679 - - - 8,713,679
3,522 3,522 241 241 23,111,019 61,903,585 4,913,779 2,155 (29,609,751) 60,322,395
- - - - - - - 23 (846,411) (846,411)
- - - - - - - 3) 100,037 100,037
- - - - - - (13,447,028) - - (13,447,028)
- - - - - 3,603,913 - - - 3,603,913
3,522 $ 3,522 241 $ 241 $ 23,111,019 $ 65507498 $ (8,533,249) 2,175 $ (30,356,125) $ 49,732,906

See accompanying notes to consolidated financial statements.
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ALPS Corporation and Subsidiaries

Consolidated Statements of of Cash Flows

Years ended December 31, 2022 and 2021

Cash flows from operating activities
Net income
Adjustments to reconcile net income to net cash provided by
operating activities:
Depreciation and amortization
Bond amortization or accretion
Deferred tax provision
Noncash operating lease expense
Net realized capital loss (gain) on available-for-sale securities
Net loss (gain) recognized on equity securities
Changes in operating assets and liabilities:
Accrued interest receivable
Accounts receivable
Premiums receivable
Reinsurance recoverable
Other assets
Income tax receivable
Losses and loss adjustment expense reserves
Unearned premiums
Reinsurance payable, funds held under reinsurance
treaties
Accounts payable and accrued expenses
Lease liability
Income tax payable, net
Net cash provided by operating activities

Cash flows from investing activities
Purchase of alternative investments
Purchase of fixed maturities
Purchase of equity securities
Purchase of other invested assets
Proceeds from sales, maturities and repayments of fixed
maturities
Proceeds from sale of equity securities
Proceeds from sale of alternative investments
Net cash used in investing activities

(Continued)
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2022 2021
$ 3603913 $ 8,713,679
568,965 578,155
304,221 305,565
(1,129,978) (104,699)
379,210 367,540
3,255,840 (34,011)
2,191,272 (2,184,057)
(103,887) 28,507
(21,975) (28,559)
130,475 62,875
(5,083,938) 9,579,123
(108,890) (175,407)
(19,080) -
10,362,578 (5,370,708)
1,382,832 1,081,196
(48,729) 778,814
(2,490,476) (403,605)
(379,210) (367,540)
(494,002) 388,384
12,299,141 13,215,252
(1,009,188) (998,017)
(40,479,260) (27,750,962)
(13,391,508) (432,568)
(402,292) -
33,028,111 17,979,388
13,207,998 848,621
1,500,000 -
(7,546,139) (10,353,538)




ALPS Corporation and Subsidiaries

Consolidated Statements of of Cash Flows (Continued)

Cash flows from financing activities
Payment of long-term debt

Payment of surplus notes

Stock redeemed

Issuance of treasury stock

Net cash used in financing activities
Net change in cash and cash equivalents
Cash and cash equivalents:

Beginning of year
End of year

Supplemental disclosures of cash flow information
Cash paid for interest
Cash paid for taxes

Supplemental disclosures of noncash transactions
Other assets - payables for securities

2022 2021
(7,932) (234,364)
- (2,300,000)
(846,411) (1,993,905)
100,037 583,890
(754,306) (3,944,379)
3,998,696 (1,082,665)
7,387,105 8,469,770
$ 11,385,801 7,387,105
$ 348 91,802
$ 1,844,000 1,341,950
$ (325,000) 75,000

See accompanying notes to consolidated financial statements.
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ALPS Corporation and Subsidiaries

Notes to Consolidated Financial Statements

Years ended December 31, 2022 and 2021

Note A - Organization

Organization and Nature of Business

ALPS Corporation is a stock corporation and parent holding company organized under Montana law.
ALPS Corporation owns 100% of the outstanding shares of each of the following entities: (i) ALPS
Property & Casualty Insurance Company (ALPS P&C), a Montana domestic stock insurer that
primarily underwrites lawyers' professional liability insurance on a claims-made and reported basis;
and (i) ALPS Insurance Agency, Inc. (AlA), a Montana corporation that provides insurance
underwriting, claims adjusting, insurance producer and other insurance-related services.

The accompanying consolidated financial statements include the accounts of ALPS Corporation and
its wholly owned subsidiaries (collectively the Company) as of December 31, 2022 and 2021, and the
related activities of each entity are included in the consolidated statements of comprehensive (loss)
income, changes in stockholders' equity, and cash flows for the years then ended. All significant
intercompany accounts and transactions have been eliminated.

ALPS P&C is a Montana corporation, admitted in and regulated by the state of Montana as a casualty
insurance company. ALPS P&C issues policies of professional liability insurance, employment
practices liability insurance, and cyber risk and security breach liability insurance to attorneys and
law firms.

As of December 31, 2022, ALPS P&C operates exclusively as a fully licensed and admitted insurance
company in 47 states, the District of Columbia, and the U.S. Virgin Islands.

Note B - Summary of Significant Accounting Policies

Basis of Presentation

The Company's consolidated financial statements have been presented in accordance with
accounting principles generally accepted in the United States of America (U.S. GAAP), as codified by
the Financial Accounting Standards Board (FASB).

The preparation of financial statements in accordance with U.S. GAAP 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.



ALPS Corporation and Subsidiaries

Notes to Consolidated Financial Statements (Continued)

Note B - Summary of Significant Accounting Policies (Continued)

Risks and uncertainties

Certain risks and uncertainties are inherent to the Company’s day-to-day operations and to the
process of preparing its consolidated financial statements. The more significant of those risks and
uncertainties, as well as the Company’s methods for mitigating the risks, are presented below and
throughout the notes to the consolidated financial statements.

The Company invests in various investment securities. Investment securities are exposed to various
risks such as interest rate, market, liquidity, and credit risk. Due to the level of risk associated with
certain investment securities, it is at least reasonably possible that changes in the values of
investment securities may occur in the near term and those changes could materially affect the
amounts reported on the consolidated balance sheets.

Estimates

The preparation of the consolidated financial statements in conformity with U.S. GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets,
liabilities, revenues and expenses, and the disclosure of contingent assets and liabilities. For
example, significant estimates and assumptions are utilized in the valuation of investments,
valuation of allowances for deferred income tax assets and doubtful accounts, and determining
reasonable reserves for loss and loss adjustment expenses (LAE). It is reasonably possible that
actual experience could differ from the estimates and assumptions utilized, which could have a
material impact on the consolidated financial statements.

Cash and Cash Equivalents

For purposes of the Company’s consolidated statements of cash flows, the Company considers all
highly liquid debt instruments purchased with a maturity of three months or less to be cash
equivalents.

Investments

The Company's investments in fixed maturity securities have been designated as available-for-sale
and are reported at fair value, with the net unrealized appreciation (depreciation) and other-than-
temporary impairments determined to be noncredit-related included in other comprehensive (loss)
income, net of deferred income taxes, and included as a component of accumulated other
comprehensive (loss) income in stockholders’ equity. Realized gains and losses on sales of fixed
maturity securities are determined using the specific identification method and are included as a
component of net realized capital (losses) gains on available-for-sale securities in the year of sale.
Income tax effects are released from accumulated other comprehensive (loss) income, net of tax as
individual securities are sold. Equity securities are reported at fair value, with changes in fair value
including unrealized appreciation (depreciation) reported as net (losses) gains on equity securities in
the consolidated statements of comprehensive (loss) income.



ALPS Corporation and Subsidiaries

Notes to Consolidated Financial Statements (Continued)

Note B - Summary of Significant Accounting Policies (Continued)

Fair value is based on an exit price, which 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. The Company employs a hierarchal disclosure framework, which prioritizes and ranks the level
of market price observability used in measuring financial instruments at fair value. Market price
observability is affected by a number of factors, including the type of instrument and the
characteristics specific to the instrument. Financial instruments with readily available active quoted
prices or for which fair value can be measured from actively quoted prices generally will have a
higher degree of market price observability and a lesser degree of judgment used in measuring fair
value.

Investment in limited liability companies are carried at fair value based upon the underlying audited
U.S. GAAP equity value, with changes in fair value including unrealized gains and losses reported as
net (losses) gains on equity securities in net income. The limited liability company investments are
included in the alternative investments category in the consolidated balance sheets. Alternative
investments are valued using the net asset value (NAV) as practical expedient.

Common stock of affiliate represents the Company’s 33.33% ownership in Lawyers Reinsurance
Company (Lawyers Re). The common stock of affiliate is accounted for in accordance with the equity
method of accounting under ASC 323. The common stock of affiliate is valued based on the
underlying audited U.S. GAAP equity of the investee and has a carrying value of $820,611 and
$839,021 at December 31, 2022 and 2021, respectively. Any redemption requests by the Company
would be subject to the approval of Lawyers Re's Board of Directors and the Vermont Department
of Financial Regulation. Changes in the value of common stock of affiliate are reported as a
component of net (losses) gains on equity securities in net income.

Declines in fair value of fixed maturity securities below cost are evaluated on a quarterly basis to
assess whether any other-than-temporary impairment loss should be recorded. In determining
whether these losses are expected to be other than temporary, the Company considers severity of
impairment, duration of impairment, forecasted recovery period, industry outlook, financial
condition of the issuer, projected cash flows, issuer credit ratings, and the intent and ability of the
Company to hold the investment until the recovery of its cost.
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ALPS Corporation and Subsidiaries

Notes to Consolidated Financial Statements (Continued)

Note B - Summary of Significant Accounting Policies (Continued)

If the Company intends to sell a fixed maturity security or it is more likely than not that the Company
would be required to sell a security before the recovery of its amortized cost, the Company records
an other-than-temporary impairment and divides the loss between credit and noncredit. The
Company recognizes the credit loss portion in net income as a component of net realized capital
(losses) gains on available-for-sale securities and the noncredit loss portion in other comprehensive
(loss) income and accumulated other comprehensive (loss) income. The credit loss portion is
determined by comparing the net present value of projected future cash flows with the amortized
cost basis of the fixed maturity security. The net present value is calculated using the Company's
best estimate of the projected future cash flows at the effective interest rate implicit in the fixed
maturity security at the date of acquisition.

Investment income is recognized as earned net of related investment expenses. Fixed maturity
premiums and discounts are amortized or accreted by the scientific-yield method and are charged
or credited to net investment income.

Other Revenue

Other revenue consists primarily of commission income generated by AIA. Commission income
relates to commissions earned on insurance policies placed with other carriers, and are recognized
in earnings at the time the underlying policy is placed. The Company has concluded that no
allowance for cancelled policies or return commissions are necessary at December 31, 2022 and
2021 based upon historic results.

A summary of contract receivables as of December 31, 2022 and 2021 are as follows:

2022 2021
Opening Closing Opening Closing
Balance Balance Balance Balance
Contract receivables $ 429,032 $ 407,079 $ 425,754 % 429,032

Contract receivables are reported as a component of the accounts receivable on the consolidated
balance sheet.

11



ALPS Corporation and Subsidiaries

Notes to Consolidated Financial Statements (Continued)

Note B - Summary of Significant Accounting Policies (Continued)

Deferred Policy Acquisition Costs

Certain costs related to the acquisition of insurance contracts to the extent recoverable have been
deferred. Such costs are being amortized as the associated premium revenue is earned. The
Company capitalizes only incremental costs directly related to the successful acquisition of new or
renewal insurance contracts. Accordingly, acquisition costs consist of commissions and premium
taxes of insurance policies that are successfully issued. Unearned ceding commissions and
allowances from reinsurers are recorded as a reduction to deferred acquisition costs. Acquisition
costs incurred are reported net of ceding commissions and related allowances from reinsurers as
underwriting expenses on the consolidated statement of comprehensive (loss) income. Deferred
acquisition costs, net of unearned ceding commissions are included in other assets.

Property and Equipment

Property and equipment are recorded at cost less accumulated depreciation. Depreciation is
provided using straight-line and accelerated methods based upon the assets’ useful lives. Costs
incurred for normal repairs and maintenance are expensed as incurred.

Income taxes

Deferred income tax assets or liabilities are computed based on the difference between the
financial statement and income tax bases of assets and liabilities using the enacted marginal tax
rate. Deferred income tax expenses or credits are based on the changes in the asset or liability from
period to period. Deferred tax assets are reduced by a valuation allowance when, in the opinion of
management, it is more likely than not that some portion or all of the deferred tax assets will not be
realized.

The Company has not established any liabilities for uncertain tax positions taken or positions
expected to be taken on income tax returns. The Company would establish such liabilities when
such positions are judged to not meet the more-likely-than-not threshold based on the technical
merits of the positions. Estimated interest and penalties related to uncertain tax positions would be
included as a component of income tax expense.

With few exceptions, the Company is no longer subject to examinations by federal tax authorities
before 2017, and by Montana, Virginia and Ohio state tax authorities before 2014.

Receivables

The Company grants credit to customers and agents as part of the normal course of business.
Management determines the allowance for doubtful customer accounts based on specific customer
balances and industry and economic conditions. Premiums that are financed are charged an
interest rate of up to 8.99% annually. Management has determined that no provision for
uncollectible premiums receivable is necessary at December 31, 2022 or 2021.

12



ALPS Corporation and Subsidiaries

Notes to Consolidated Financial Statements (Continued)

Note B - Summary of Significant Accounting Policies (Continued)

Advertising costs
Advertising costs are expensed when incurred, and for 2022 and 2021 were $693,155 and $490,871,
respectively.

Reinsurance

Reinsurance contracts do not relieve the Company from its obligations to insureds. Failure of
reinsurers to honor their obligations could result in losses to the Company; consequently,
allowances are established for amounts deemed uncollectible. The Company evaluates the financial
condition of its reinsurers to minimize its exposure to significant losses from reinsurer insolvencies.
Management believes that any liability arising from this contingency would not be material to the
Company's financial position.

Ceded reinsurance premiums and commissions are netted against earned premium and related
expense, respectively. Amounts recoverable from reinsurers on paid losses and LAE, amounts
recoverable on unpaid losses and LAE and ceded unearned premiums are aggregated and reported
as a reinsurance recoverable asset on the consolidated balance sheet.

Premiums Earned and Related Costs

Premiums are recognized as revenue on a daily pro rata basis over the policy period. Unearned
premiums are established to cover the unexpired portion of policies written and are computed on a
pro rata basis. Advanced premiums are deferred and included as a component of unearned
premium until the effective date of the policy, at which time they are recognized as revenue on a pro
rata basis over the term of the policy. The cost of reinsurance ceded is recognized ratably over the
term of the underlying direct policies and are netted against earned premium. Ceded premium
related to the unexpired portion of underlying reinsurance are reported as a component of the
reinsurance recoverable on the consolidated balance sheet.

The Company's claims-made lawyers professional liability policies include a provision for extended
reporting coverage, whereby the costs related to the extended reporting period will be waived for
the insured policyholder when termination of coverage relates to death, disability, or permanent or
total retirement from professional practice within the definition of the policy. The liability for this
extended reporting coverage is included as a component of unearned premiums and totaled
$1,800,000 as of December 31, 2022 and 2021.

A premium deficiency reserve is recognized when the anticipated losses, loss adjustment expenses,
commissions and other acquisition costs, and maintenance costs exceed the recorded unearned
premium reserve, and any future installment premiums on existing policies. If a premium deficiency
exists, a premium deficiency reserve is recognized by recording an additional liability for the
deficiency, with a corresponding charge to operations. The Company does consider anticipated
investment income when determining if a premium deficiency exists. During 2022 and 2021, the
Company did not recognize a premium deficiency reserve.
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ALPS Corporation and Subsidiaries

Notes to Consolidated Financial Statements (Continued)

Note B - Summary of Significant Accounting Policies (Continued)

Leases

The Company determines if an arrangement is a lease or contains a lease at inception of a contract
and classifies each lease as an operating or finance lease. A contract is determined to be or contain
a lease if the contract conveys the right to control the use of identified property, plant, or equipment
(an identified asset) in exchange for consideration. The Company records a right-of-use (ROU) asset
for the right to use an underlying asset for the lease term and a lease liability, on a discounted basis,
for the obligation to make lease payments arising from the lease. The Company has elected the risk
free rate as the discount rate for all its underlying leased assets. The Company utilizes a lease term
that includes only options to renew that the Company is reasonably certain to exercise. ROU assets
are subject to review for impairment. No impairments have been recorded. The Company does not
have any lease commitments that have not yet commenced as of December 31, 2022.

For operating leases, lease expense relating to fixed payments is recognized on a straight-line basis
over the lease term and lease expense relating to variable payments is expensed as incurred. For
finance leases, the amortization of the ROU Asset is recognized over the shorter of the lease term or
the useful life of the underlying assets and interest expense is recorded using the effective interest
method. Lease expense and interest expense on finance leases are included as a component of
operating expenses. The Company has elected as an accounting policy not to record ROU assets and
lease liabilities that arise from short-term leases for any class of underlying asset.

Loss and loss adjustment expense reserves

Estimated liabilities for unpaid loss and LAE are based on individual case estimates of the ultimate
cost of reported loss and LAE and estimates of incurred but not reported losses (IBNR). LAE include
costs associated directly with specific claims and internal costs relating to claim settlement and
administration. Such liabilities are necessarily based on assumptions and estimates. Reserves for
IBNR losses and LAE are calculated based upon loss projections utilizing certain actuarial
assumptions and the Company’s historical experience. Methods utilized by the consulting actuary
include the paid and incurred loss development methods, the modified expected loss method, the
reported and paid Bornhuetter-Ferguson methods, the base limit times Increased Limit Factors
method, and the average value method utilizing the Company’s historical data. IBNR reserves are
derived from the difference between the projected ultimate losses and loss expenses incurred and
the sum of case-basis losses and loss expense reserves, and inception-to-date paid losses and loss
expenses. An estimate of ultimate losses is projected at each reporting date. Management believes
that its aggregate liability for unpaid loss and loss adjustment expenses at year end represents its
best estimate of the amount necessary to cover the ultimate costs of losses based upon an analysis
prepared by an independent consulting actuary. As adjustments to these estimates are determined,
such adjustments are reflected in current operations.

The Company has recorded a reserve credit against unpaid losses and LAE for unsecured high
deductibles in the amount of $1,433,314 and $1,768,838 for the years ended December 31, 2022
and 2021, respectively.
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ALPS Corporation and Subsidiaries

Notes to Consolidated Financial Statements (Continued)

Note B - Summary of Significant Accounting Policies (Continued)

Reinsurance receivable amounts are comprised of estimated amounts of unpaid losses and LAE,
which are expected to be recoverable from the Company's reinsurers pursuant to certain
reinsurance agreements and are included as a component of the reinsurance recoverable. Such
amounts have been estimated using actuarial assumptions consistent with those used to estimate
the related liability for unpaid loss and LAE. Management believes that reinsurance receivables
represent its best estimate of such amounts; however, as changes in the estimated ultimate liability
for loss and LAE are determined, the estimated ultimate amount receivable from the reinsurance
companies will also change.

External factors

ALPS P&C is regulated by the state of Montana, as well as states in which it does business. Such
regulations, among other things, limit the amount of dividends and impose restrictions on the
amount and types of investments. The Company is required to seek state approval for rates for
policies written in each respective state. Certain states may impose requirements on the coverage
provided and restrictions on the amount of rate increases the Company seeks on policies written in
that state.

Risk-based capital

The National Association of Insurance Commissioners (NAIC) has developed risk-based capital (RBC)
standards for property and casualty insurers that relate an insurer’s reported statutory capital and
surplus to the risks inherent in its overall operations. The RBC formula uses the statutory annual
statement to calculate the minimum indicated capital level to protect the Company from the various
risks that it faces. The NAIC model law calls for various levels of regulatory action based on the
magnitude of an indicated RBC deficiency, if any. The Company continues to monitor internal capital
levels at ALPS P&C to ensure that they are in excess of the minimum capital requirements for all RBC
action levels. Management believes that the capital levels at ALPS P&C are sufficient to support the
level of risk inherent in its operations.

Concentrations of geographic and credit risk

The Company's total gross written premium of $57,149,458 for the year ended December 31, 2022,
included $10,120,034 or insureds in Virginia; $4,615,264 for insureds in West Virginia; $4,002,448 for
insureds in Washington; $2,989,463 for insureds in Montana; $3,145,549 for insureds in Georgia;
$2,826,625 for insureds in Idaho; $2,637,954 for insureds in Nevada; $2,338,369 for insureds in
South Carolina; $2,292,508 for insureds in Alaska; and $2,237,040 for insureds in Colorado.

The Company maintains its cash and short-term investments with high-quality financial institutions.
Interest-bearing and non-interest-bearing accounts are guaranteed by the Federal Deposit
Insurance Corporation (FDIC) up to $250,000. From time to time, the Company maintains cash in
accounts in excess of FDIC-insured limits. The Company has not experienced any losses in such
accounts.
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ALPS Corporation and Subsidiaries

Notes to Consolidated Financial Statements (Continued)

Note B - Summary of Significant Accounting Policies (Continued)

At December 31, 2022, the Company’s investment portfolio was composed of securities of the
United States government and agencies, state and municipal governments, corporate securities and
mortgage-backed securities, the vast majority of which are investment grade. This portfolio is widely
diversified among various issuers and industries and is not dependent on the economic stability of
one issuer or industry.

Reclassifications

Certain amounts in the prior year financial statements have been reclassified to conform with the
current year presentation. The changes made were to the presentation of the lease payments on
the Statement of Cash Flows to conform with ASC 842, Leases. These changes had no effect on net
income or stockholders' equity for the year ending December 31, 2021.

Note C - Property, Plant and Equipment

Property, plant and equipment at cost and related accumulated depreciation on December 31, 2022
and 2021, are as follows:

2022 2021
Office furniture and equipment $ 298,824 $ 293,737
IT equipment and software 6,163,702 5,396,944

6,462,526 5,690,681
Less accumulated depreciation (4,095,956) (3,772,067)
Property, plant and equipment, net $ 2366570 $ 1918614

Depreciation expense was $568,965 and $585,889 in 2022 and 2021, respectively.
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ALPS Corporation and Subsidiaries

Notes to Consolidated Financial Statements (Continued)

Note D - Investments

The amortized cost, adjusted cost and estimated fair values of available-for-sale securities at
December 31, 2022 and 2021, are as follows:

December 31, 2022

Gross Gross
Unrealized Unrealized Estimated
Amortized Cost Gains Losses Fair Value
Fixed maturity securities:
U. S. Government agencies  $ 227,459 $ - 3 (8,084) $ 219,375
State, municipal and other
governments 83,159,704 355,649 (8,227,792) 75,287,561
Corporate securities 15,471,685 37,768 (1,210,495) 14,298,958
Commercial mortgage-
backed securities 8,536,933 - (672,190) 7,864,743
Residential mortgage-
backed securities 11,890,398 52,113 (848,077) 11,094,434
Other asset-backed
securities 7,942,453 7,689 (288,162) 7,661,980
Certificate of deposit 829,565 - - 829,565
Total $ 128,058,197 $ 453,219 $ (11,254,800) $ 117,256,616

December 31, 2021

Gross Gross
Unrealized Unrealized Estimated
Amortized Cost Gains Losses Fair Value
Fixed maturity securities:
U. S. Government agencies  $ 455,392 $ 309 $ (1,622) $ 454,079
State, municipal and other
governments 84,265,140 4,869,158 (157,693) 88,976,605
Corporate securities 17,640,378 818,924 (98,877) 18,360,425
Commercial mortgage-
backed securities 8,245,155 674,291 (84) 8,919,362
Residential mortgage-
backed securities 7,037,014 185,043 (62,879) 7,159,178
Other asset-backed
securities 6,524,182 26,762 (33,357) 6,517,587
Total $ 124167261 $ 6,574,487 $ (354,512) $ 130,387,236
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ALPS Corporation and Subsidiaries

Notes to Consolidated Financial Statements (Continued)

Note D - Investments (Continued)

The following tables present the estimated fair value and gross unrealized losses on the Company’s
available-for-sale investment securities, aggregated by investment category and length of time that
individual investment securities have been in a continuous unrealized loss position, at December 31,
2022 and 2021:

December 31, 2022
Greater Than or Equal to 12

Less Than 12 Months Months Total
Gross Gross Gross
Estimated Unrealized Estimated Unrealized Estimated Unrealized
Fair Value Loss Fair Value Loss Fair Value Loss
Fixed maturity securities:
U. S. Government agencies $ - % - % 219,375 $ (8,084) $ 219,375 $ (8,084)
State, municipal and other
governments 49,153,844 (6,542,037) 4,528,616 (1,685,755) 53,682,460 (8,227,792)
Corporate securities 10,519,718 (865,758) 783,890 (344,737) 11,303,608 (1,210,495)
Commercial mortgage-
backed securities 7,529,916 (657,017) 334,827 (15,173) 7,864,743 (672,190)
Residential mortgage-
backed securities 674,134 (425,349) 1,690,485 (422,728) 2,364,619 (848,077)
Other asset-backed
securities 2,721,726 (123,425) 3,591,503 (164,737) 6,313,229 (288,162)
Total $ 70,599,338 $ (8,613,586) $ 11,148,696 $ (2,641,214) $ 81,748,034 $(11,254,800)

December 31, 2021
Greater Than or Equal to 12

Less Than 12 Months Months Total
Gross Gross Gross
Estimated Unrealized Estimated Unrealized Estimated Unrealized
Fair Value Loss Fair Value Loss Fair Value Loss
Fixed maturity securities:
U. S. Government agencies $ 228,797 $ (1,622) $ - % - % 228,797 $ (1,622)
State, municipal and other
governments 7,298,959 (148,445) 411,887 (9,248) 7,710,846 (157,693)
Corporate securities 3,842,939 (59,451) 476,406 (39,426) 4,319,345 (98,877)
Commercial mortgage-
backed securities 804,832 (84) - - 804,832 (84)
Residential mortgage-
backed securities 3,470,513 (61,739) 68,048 (1,140) 3,538,561 (62,879)
Other asset-backed
securities 5,051,271 (33,357) - - 5,051,271 (33,357)
Total $ 20,697,311 $ (304698 $ 956341 $ (49,814) $ 21,653,652 $ (354,512)
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Notes to Consolidated Financial Statements (Continued)

Note D - Investments (Continued)

At December 31, 2022 and 2021, the unrealized losses on the Company’s fixed-income investments
were not the result of any credit-related problems; rather, they were caused by interest rate
increases and widening and narrowing of bond pricing spreads. Substantially all of the issuers have
investment-grade ratings; therefore, the Company believes each issuer will be able to meet the
contractual terms of the obligation. At December 31, 2022 and 2021, the Company did not have the
intent to sell and it was unlikely that the Company would be required to sell the investments before
the recovery of its amortized cost basis.

In 2022 and 2021, no securities became other-than-temporarily impaired.

The Company continues to review its investment portfolios under its impairment review policy.
Given the unpredictability of market conditions and the significant judgments involved, there is a
continuing risk that declines in fair value may occur and other-than-temporary impairments may be
recorded in future periods.

The Company received proceeds from the sale of fixed maturity securities totaling $25,583,240 and
$5,716,932 in 2022 and 2021, respectively. Gross realized gains and losses on available-for-sale
investments, including other-than-temporary impairments, reflected in the results of operations for
the years ended December 31, 2022 and 2021, are as follows:

2022 2021
Realized:
Gross realized gains on sales of fixed maturity securities $ 22,548 % 92,716
Gross realized losses on sales of fixed maturity securities (3,278,388) (58,705)
Net realized capital (losses) gains on available-for-sale securities $__(3,255,840) $ 34,011

Major categories of the Company's net recognized (losses) gains on investments are summarized as
follows for the years ended December 31:

2022 2021

Net change in fair value recognized on alternative investments

held at year end $ (451,322) $ 208,407
Net loss on alternative investments sold during the year (179,199) -
Net change in fair value recognized on common stock of affiliate

held at year end (18,410) 152,992
Net change in fair value recognized on equity securities held at

year end (1,473,044) 1,780,130
Net (loss) gain on equity securities sold during the year (69,297) 42,528
Net (loss) gain recognized on equity securities $ (2191272) $ 2,184,057
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Note D - Investments (Continued)

The amortized cost and estimated fair value of fixed maturity securities at December 31, 2022, are
shown below. The bond maturities are calculated based on the scheduled repayment date, with the
final installment adjusted for any discount or premium. Mortgage-backed, loan-backed and
structured securities are distributed based on the anticipated future prepayment cash flows used to
value the security:

Amortized Cost Fair Value

Due in one year or less $ 2052821 $ 2,033,507
Due after one year through five years 16,988,836 16,847,801
Due after five years through ten years 22,839,779 21,684,765
Due after ten years through twenty 44,228,676 39,902,320
Due after twenty 41,948,085 36,788,223
Total $ 128,058,197 $ 117,256,616

The Company places certain assets in trust for the benefit of its regulators and has other assets
restricted as a result of its membership in The Federal Home Loan Bank (FHLB) of Des Moines. The
following table discloses the fair value of the Company's restricted asset by category as of December
31,2022 and 2021:

Gross Restricted

Total from Total from Increase/

Restricted Asset Category Current Year Prior Year (Decrease)
Funds on deposit - State of Montana $ 2837933 $ 3,283,843 $ (445,910)
Funds on deposit - other states 2,249,353 2,291,811 (42,458)
First Interstate Banks CD 829,564 - 829,564
FHLB Capital Stock 181,600 170,300 11,300
Total restricted assets $ 6,098,450 $ 5,745954 $ 352,496

Net investment income consists of the following:

Years Ended December 31

2022 2021
Fixed maturities $ 4,628,900 $ 4,321,809
Equity securities 381,619 358,859
Short-term investments 45,730 10,722
Other 41,356 196

5,097,605 4,691,586
Investment expense (312,855) (388,133)
Net investment income $ 4,784,750 $ 4,303,453
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Notes to Consolidated Financial Statements (Continued)

Note E - Losses and Loss Adjustment Expense Reserves

The components of the reinsurance recoverable as of December 31, 2022 and 2021 are as follows:

2022 2021
Unearned premium ceded $ 8284648 $ 9,180,966
Reinsurance receivable on paid losses and LAE 520,589 374,239
Reinsurance recoverable on unpaid losses and LAE 59,386,040 53,552,134
Total reinsurance recoverable $ 68191,277 $ 63,107,339

The components of the liability for losses and LAE and related reinsurance balances recoverable, are
as follows:

December 31, 2022 December 31, 2021
Gross Reinsurance Net Gross Reinsurance Net
Liability Recoverable Liability Liability Recoverable Liability
Case $ 36355037 $ (11,608,629) $ 24,746,408 $ 39,155,207 $ (13,650,686) $ 25,504,521
IBNR 94,594,268 (47,777,411) 46,816,857 81,431,520 (39,901,448) 41,530,072

Total reserves $ 130,949,305 $ (59,386,040) $ 71,563,265 $ 120,586,727 $ (53,552,134) $ 67,034,593

The reconciliation of the net incurred and paid losses development tables to the liability for losses
and LAE reserves on the balance sheet as of December 31, 2022 is as follows (in thousands):

Net outstanding liabilities:
Professional liability insurance $ 69,586

Reinsurance recoverable:

Professional liability insurance 59,386
Unallocated loss adjustment expenses 1,977
Total gross liability for unpaid losses and loss adjustment expenses $ 130,949
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Note E - Losses and Loss Adjustment Expense Reserves (Continued)

The following is information about incurred and cumulative paid losses and loss adjustment
expenses, net of reinsurance, and IBNR liabilities plus expected development on reported claims,
net of reinsurance and the cumulative number of reported claims as of December 31, 2022, by

category:

Professional liability insurance

Total IBNR Plus

Expected Cumulative

Development on Number of
Accident Year Incurred Cumulative Paid Reported Claims  Reported Claims
2013 $ 16,068 $ 15,101 $ 512 542
2014 17,183 17,181 3 554
2015 16,985 16,379 499 539
2016 13,614 12,694 859 648
2017 19,798 14,732 3,995 591
2018 20,389 13,466 5,214 666
2019 26,359 18,830 4,385 664
2020 21,366 12,456 4,813 513
2021 22,958 6,493 10,109 575
2022 24,903 3,503 16,038 543

Total $ 199,623 $ 130,835 $ 46,427

The Company determines the number of reported claims by tracking claims at the claimant level.
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Note E - Losses and Loss Adjustment Expense Reserves (Continued)

The following table provides a reconciliation of the beginning and ending reserve balances for losses
and loss adjustment expenses (LAE) for 2022 and 2021:

Year Ended December 31

2022 2021

Liability as of January 1, net of reinsurance recoverables of
$53,552,134 and $62,818,116 in 2022 and 2021, respectively $ 67034593 $ 63,139,319
Add provision for losses and LAE applicable to claims reported in:

Current year 25,546,096 23,599,780

Prior years (3,153,359) (4,693,612)
Total incurred losses during the current year 22,392,737 18,906,168
Payments for losses and LAE reported in:

Current year (3,580,095) (2,197,779)

Prior years (14,283,970) (12,813,115)
Net paid during the year (17,864,065) (15,010,894)

Liability as of December 31, net of reinsurance recoverables of
$59,386,040 and $53,552,134 in 2022 and 2021, respectively $ 71,563265 $ 67,034,593

Reserves for incurred losses and LAE attributable to claims reported to the Company in prior years
have decreased by approximately $3,153,359 and $4,693,612 during 2022 and 2021, respectively.
These changes are generally the result of ongoing analysis of claim files. Original estimates are
increased or decreased as additional information becomes known regarding individual claims.

Note F - Reinsurance

The Company utilizes reinsurance contracts to reduce its exposure to losses in all aspects of its
insurance business. Such reinsurance permits recovery of a portion of losses from reinsurers,
although it does not relieve the Company from its primary liability to policyholders. Failure of
reinsurers to honor their obligations could result in losses to the Company. The Company evaluates
the financial strength of potential reinsurers and continually monitors the financial condition of
reinsurers.

The Company uses a combination of excess of loss treaties to limit its retention to $350,000 dollars

per claim. On January 1, 2022, The Company renewed its excess of loss treaties and increased its
retention to $500,000 dollars per claim.
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Note F - Reinsurance (Continued)

Amounts recoverable from reinsurers are estimated based upon assumptions consistent with those
used in establishing the liabilities related to the underlying reinsured contracts. Management
believes the recoverables are appropriately established. The Company strives to diversify its credit
risks related to reinsurance ceded. There were no disputes with reinsurers at December 31, 2022 or
2021. The Company has no uncollectible reinsurance recoverables that were written off during the
year.

The Company has unsecured aggregate recoverables for losses, paid and unpaid, LAE, and
unearned premium with the following individual reinsurers, authorized or unauthorized at
December 31, 2022 and 2021:

AM Best Rating 2022 2021
Allied World A $ 2,622,000 $ 1,867,000
Aspen Insurance A - 1,214,000
Axis Reinsurance Co. A+ 18,518,000 15,378,000
China Re A 2,198,000 2,199,000
Endurance Reinsurance A 3,428,000 3,200,000
Hamilton Re A- 1,693,000 -
JRG Reinsurance Co. A - 1,054,000
Lawyer's Reinsurance Co. NR - 792,000
Lloyd's Syndicate Number 1686 A 1,749,000 -
Lloyd's Syndicate Number 2623 A 1,864,000 2,438,000
Lloyd's Syndicate Number 4020 A - 1,414,000
Lloyd's Syndicate Number 4472 A 4,621,000 4,153,000
Munich Reinsurance America, Inc. A+ 3,788,000 3,370,000
Navigators Ins Co A - 894,000
Peak Re A- 3,925,000 3,022,000
Partners Re, Europe NR - 1,614,000
Safety National Casualty Corporation A+ 3,596,000 2,662,000
SCOR Reinsurance Co. A 4,043,000 3,638,000
Transatlantic Reinsurance Co. A+ 4,276,000 5,562,000

The Company holds letters of credit in the amount of $4,164,672 and $3,875,145 at December 31,
2022 and 2021, respectively, to secure recoverable balances from reinsurers not authorized by the
Montana Office of the Commissioner of Securities and Insurance.
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Note F - Reinsurance (Continued)

A summary of the impact of ceded reinsurance on written, earned and unearned premiums, and

losses and LAE incurred for the years ended December 31, 2022 and 2021, is as follows:

Premiums written:
Direct
Ceded

Net premiums written
Premiums earned:

Direct
Ceded

Net premiums earned
Unearned premiums:
Direct

Advanced
Ceded

Net unearned premiums

Losses and LAE incurred:
Direct
Ceded

Net losses and LAE incurred

Note G - Income Taxes

2022 2021
57,149,458 $ 54,358,070
(15,713,407) (17,639,531)
41,436,051 $ 36,718,539
56,064,770 $ 53,781,544
(16,600,841) (17,094,767)
39463929 $ 36,686,777
26,618,344 $ 25,533,656

5,270,523 4,972,379
(8,305,063) (9,200,238)
23583804 $ 21,305,797
37,967,293 $ 32,450,994
(15,574,556) (13,544,826)
22,392,737 $ 18,906,168

The Company prepares a consolidated federal income tax return that includes all direct and indirect
subsidiaries. The Company's affiliates included in the consolidated federal income tax return
allocate income tax expenses in accordance with a consolidated tax allocation agreement. The
allocation results in profitable companies recognizing income tax incurred as if the individual
company filed a separate return and loss companies recognizing a benefit to the extent their losses

contribute to reduce consolidated taxes.

The Company's deferred tax items are measured at an effective tax rate of 21% as of December 31,

2022 and 2021.
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Note G - Income Taxes (Continued)

The provision for federal income taxes incurred is different from that which would be obtained by
applying the federal income tax rate of 21% to income before income taxes. The significant items
causing this difference are related to tax-exempt investment income, dividends received deduction,
state and foreign income taxes.

Comprehensive income tax expense included in the consolidated financial statements for the years
ended December 31, 2022 and 2021, is as follows:

2022 2021

Current:

U.S. federal provision $ 1982966 $ 2,202,820

States and foreign 14,696 42,765
Total current tax 1,997,662 2,245,585
Deferred:

U.S. federal provision (1,129,978) (104,699)
Total tax provision $ 867684 $ 2140886
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Note G - Income Taxes (Continued)

Deferred income taxes have been established based upon the temporary differences between the
financial statement and income tax bases of assets and liabilities. The tax effect of temporary
differences that give rise to significant portions of the Company's net deferred income tax asset

(liability) for the years ended December 31, 2022 and 2021, is as follows:

Deferred tax assets:

Unearned/advanced premium adjustment

Unpaid losses and LAE
Long-term incentive plan payable

Other-than-temporary impairments

Profit commissions
Unrealized losses
Other

Total deferred tax assets

Deferred tax liabilities:

Tax reform - reserves transition effect

Book to tax depreciation
Deferred acquisition costs
Unrealized gains

Profit commissions
Deposit premiums

Total deferred tax liabilities

Net deferred tax asset

2022 2021
$ 995,250 $ 899,048
1,173,746 1,155,210

279,974 731,611

21,000 21,000
673,926 574,380
2,416,430 -
124,119 73,700
5,684,445 3,454,949
(124,785) (167,446)
(134,097) (155,448)
(100,578) (100,469)
- (2,306,850)
(101,785) (203,571)
(2,619) (5,238)
(463,864) (2,939,022)
$ 5220581 $ 515,927

Based upon anticipated future taxable income, the Company's net realized gains, and consideration
of all other available evidence, management believes that it is more likely than not that the

Company's net deferred income tax asset will be realized.
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Note H - Fair Value Measurements

Fair values of fixed maturity and equity securities are based on quoted market prices, where
available. The Company obtains one price for each security, primarily from a third-party pricing
service (pricing service), which generally uses quoted or other observable inputs for the
determination of fair value. The pricing service derives the security prices through recently reported
trades for identical or similar securities, making adjustments through the reporting date based upon
available observable market information. For securities not actively traded, the pricing service may
use quoted market prices of comparable instruments or incorporate inputs that are currently
observable in the markets for similar securities. Inputs that are often used in the valuation
methodologies include, but are not limited to, benchmark curves, benchmarking of like securities,
sector groupings and matrix pricing. In addition, the pricing service uses model processes, such as
the option-adjusted spread model, to assess interest rate impact and develop prepayment
scenarios.

As the Company is responsible for the determination of fair value, it performs a monthly analysis on
the prices received from third parties for its externally managed portfolios to determine whether
the prices are reasonable estimates of fair value. The analysis includes a comparison of prices
received from third parties to prices obtained from other sources. There were no adjustments to
quoted market prices obtained from third-party pricing services during 2022 and 2021 that were
material to the consolidated financial statements.

The Company's financial assets and liabilities carried at fair value have been classified, for disclosure
purposes, based on a hierarchy that allocates the inputs used to measure fair value into three broad
levels. The hierarchy gives the highest priority to fair values determined using unadjusted quoted
prices in active markets for identical assets or liabilities (Level 1) and the lowest priority to fair values
determined using unobservable inputs (Level 3). An asset’s or liability’s classification is determined
based on the lowest level input that is significant to its measurement. For example, a Level 3 fair
value measurement may include inputs that are both observable (Levels 1 and 2) and unobservable
(Level 3). The levels of the fair value hierarchy are as follows:

Level 1 - Valuations are unadjusted quoted prices in active markets for identical assets or liabilities
that the Company has the ability to access at the measurement date.

Level 2 - Inputs to the valuation methodology include quoted prices for similar assets in active
markets, quoted prices for identical or similar assets in markets that are not active, inputs other
than quoted prices that are observable for the asset and market-corroborated inputs, and inputs
that are derived principally from or corroborated by observable market data by correlation or other
means.

Level 3 - Valuations are derived from techniques that require significant unobservable inputs. The
unobservable inputs reflect the Company's own assumptions about the assumptions that market

participants would use in pricing the asset or liability.
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Note H - Fair Value Measurements (Continued)

The following is a description of the valuation methodologies used by the Company to value assets
measured at fair value:

Major Category Valued At

State and/or U.S. Closing price reported in the active market in which the individual
government obligations and security is traded (Level 1); if in an inactive market, based on quoted
common and/or preferred  market prices, broker or dealer quotations, or alternative pricing
stock and exchange traded  sources with reasonable levels of price transparency; securities that
funds trade infrequently and therefore have little or no price transparency
are valued using the investment manager’s best estimates (Level 2)

Mutual funds Net asset value (NAV) of shares which are provided by the
administrator of the fund and are actively traded on a public market
(Level 1)

Fixed-income securities Closing price reported in the active market in which the bond is

including corporate, traded or based on yields currently available on comparable

commercial and residential  securities of issuers with similar credit ratings or a discounted cash

mortgage-backed securities flows approach that maximized observable inputs, such as current
yields of similar instruments, but includes adjustments for certain
risks that may not be observable, such as credit and liquidity risks
(Level 2)

The distribution of the Company's investments, which are measured at fair value on a recurring
basis, in the valuation hierarchy is as follows:

December 31, 2022

Assets Level 1 Level 2 Level 3 Fair Value

Fixed maturities-available for sale:
U.S. Government agencies $ 219,375 $ - 3 - 3 219,375
State, municipal and other governments - 75,287,561 - 75,287,561
Corporate securities - 14,298,958 - 14,298,958
Commercial mortgage-backed securities - 7,864,743 - 7,864,743
Residential mortgage-backed securities - 11,094,434 - 11,094,434
Other asset-backed securities - 7,661,980 - 7,661,980
Certificate of deposit 829,565 - - 829,565
1,048,940 116,207,676 - 117,256,616
Equity securities, at fair value 10,807,756 181,600 - 10,989,356
Total investments in the fair value hierarchy $ 11856696 $ 116389276 $ - $ 128245972
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Note H - Fair Value Measurements (Continued)

December 31, 2021

Assets Level 1 Level 2 Level 3 Total

Fixed maturities-available for sale:
U.S. Government agencies $ 454,079 $ - 3 - 3 454,079
State, municipal and other governments - 88,976,605 - 88,976,605
Corporate securities - 18,360,425 - 18,360,425
Commercial mortgage-backed securities - 8,919,362 - 8,919,362
Residential mortgage-backed securities - 7,159,178 - 7,159,178
Other asset-backed securities - 6,517,587 - 6,517,587
454,079 129,933,157 - 130,387,236
Equity securities, at fair value 12,177,884 170,300 - 12,348,184
Total investments in the fair value hierarchy ~ $ 12,631,963 $ 130,103,457 $ - $ 142,735,420

In accordance with ASC 820-10, certain investments that are measured at net asset value per share
have not been classified in the fair value hierarchy, such investments are carried as alternative
investments on the consolidated balance sheet..

The Company holds an investment in the SIT Opportunity Bond Fund, LLC (the SIT Fund), which is a
private investment fund that invests in closed-end registered investment companies that have
underlying investments in fixed-income securities. The Company redeemed $1,500,000 of the
Company's interest in the SIT Fund in February 2022. The SIT fund is carried at NAV as a practical
expedient and has a carrying value of $1,888,363 and $4,018,884 at December 31, 2022 and 2021,
respectively. The Company is required to provide 30 days of advance notice to the SIT fund manager
for all redemption requests. The Company's investment represents a 3.2% and 4.8% ownership
interest of the SIT fund as of December 31, 2022 and 2021, respectively.

On September 17, 2021, the Company entered into a subscription agreement with Trident Capital IX,
L.P., a Cayman Islands exempted Limited Partnership (the “Trident Fund"”), wherein the Company
agreed to a $2 million capital commitment to invest in the Fund. This is a private equity fund that is
carried at NAV. The Trident Fund had carrying values of $402,293 and $0, at December 31, 2022 and
2021, respectively. The Company’s investment represents approximately 0.04% and 0% ownership
interest of the Trident Fund as of December 31, 2022 and 2021, respectively.

Common stock of affiliate represents the Company's investment in Lawyers Re. The common stock
of affiliate is accounted for in accordance with the equity method of accounting under ASC 323, and
accordingly have been excluded above. The common stock of affiliate is valued based on the
underlying audited U.S. GAAP equity of the investee and has a carrying value of $820,611 and
$839,021 at December 31, 2022 and 2021, respectively. The Company did not receive any dividends,
or purchase or sell any shares of Lawyers Re during the periods ending December 31, 2022 and
2021.
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The Company holds an investment in Federal Home Loan Bank (FHLB) of Des Moines associated
with its FHLB membership. The stock is putable by the Company at its fixed par value of $100 per
share. There is no active market for the FHLB stock, rather FHLB redeems all shares at the stated par
value. The Company did not redeem any FHLB stock, receive any advances, or pledge any
investments to the Federal Home Loan Bank in 2022 or 2021. In evaluating the fair value of FHLB
stock the Company considers the credit rating of the FHLB and ability to repurchase shares at par
value. Based upon that assessment the Company concluded there is no other than temporary
impairment. As such, the fair value and carrying value of FHLB stock continue to be equal to the
$100 par value per share. Fair value and carrying value of the FHLB stock totaled $181,600 and
$170,300 as of December 31, 2022 and 2021, respectively and have been reflected as a Level 2
estimate in the fair value hierarchy.

Note | - Employee Benefits Plan

The Company sponsors a defined contribution plan known as the ALPS Corporation 401(k) Profit
Sharing Plan (the 401(k) Plan). The 401(k) Plan is designed as a type of qualified retirement plan
commonly referred to as a 401(k) safe harbor plan. The 401(k) Plan allows participants to make
salary deferral contributions to the 401(k) Plan on a pretax basis. The Company also sponsors a
Section 125 cafeteria plan (the Cafeteria Plan).

Under the 401(k) Plan, the Company makes a matching contribution to each eligible participant in an
amount equal to 100% of a participant’s salary reduction contribution up to 6% of a participant’s
eligible compensation. The Company makes a fixed-dollar contribution in the amount of $8,100 per
full-time employee under the Cafeteria Plan, if the employee participates in the Company sponsored
health insurance. If the employee does not purchase insurance through the Company's plan, the
Company contributes $6,000 to the employee's cafeteria plan.

For the plan year 2022, the Company contributed $384,926 to the 401(k) Plan and $629,910 to the
Cafeteria Plan. For the plan year 2021, the Company contributed $298,754 to the 401(k) Plan and
$571,919 to the Cafeteria Plan.

Note ] - Commitments and Contingencies

The Company previously entered into a written employment agreement with the Executive Board
Chair (EBC) that expired on December 31, 2015. The position of the EBC was eliminated effective
December 31, 2015. Pursuant to the terms of the expired employment agreement, the Company
and the former EBC entered into a long-term consulting agreement during which the former EBC will
render consulting services to the Company for a seven and a half-year term ending on June 30,
2023.
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Note ] - Commitments and Contingencies (Continued)

The Company is not aware of any pending or threatened litigation or any unasserted claims or
assessments that management considers to be probable of assertion and that, if asserted, would
have at least a reasonable possibility of an unfavorable outcome, the risk of which has not been
adequately insured against or provision for which has not been adequately reserved.

On September 17, 2021, the Company entered into a subscription agreement with the Trident Fund,
wherein the Company agreed to a $2 million capital commitment to invest in the Trident Fund. As of
December 31, 2022 and 2021, the Company contributed $402,293 and $0, respectively, to the
Trident Fund leaving an unfunded capital commitments of $1,597,707 and $2,000,000 for the years
ending December 31, 2022 and 2021. The Company received a drawdown notice and subsequently
contributed $250,291 on March 24, 2023. The company has not received any other drawdown notice
from the Trident Fund other than previously described above.

As of December 31, 2022 and 2021, the Company has entered into redemption agreements with
certain officers and directors which grant to those individuals the right to tender to the Company for
redemption all shares of Class A Common Stock that are held by such individual. Upon such tender,
the Company is obligated to redeem the Class A Common Stock at a redemption price equal to the
then-existing book value per share as most recently declared by the Company's Board of Directors.
The Company is obligated to pay the total redemption price no later than December 31 of the fourth
calendar year following the calendar year in which the individual tenders the Class A Common Stock
for redemption. As of December 31, 2022 and 2021, these individuals owned, in aggregate, 373
Class A Common shares having a book value of $13,997,142 and $12,511,251, respectively. During
the year ended December 31, 2022, these individuals have tendered no shares of Class A Common
Stock for redemption by the Company. Under the terms of one redemption agreement, the
Company has agreed to pay accrued interest on the unpaid redemption price at an adjustable rate
equal to the mid-term applicable federal rate, as published by the IRS issued for the calendar month
in which the redemption occurs. The interest rate shall be adjusted effective as of the first day of
each calendar quarter and the accrued interest shall be paid quarterly within 15 days following the
end of each calendar quarter.

Note K - Outstanding Shares

ALPS Corporation is authorized to issue 9,000,000 shares of Class A Common Stock having a $1.00
par value; 1,000,000 shares of Class B Non-voting Stock having a $1.00 par value; and 1,000,000
shares of Class C Common Stock having a $1.00 par value. The Company's restated articles of
incorporation provide that no stockholder may own a fractional share of Class A Common Stock if
said stockholder does not own at least one whole share of Class A Common Stock.
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ALPS Corporation had approximately 3,522 Class A Common shares issued as of December 31, 2022
and 2021. Of these shares, approximately 2,175 and 2,155 were held in treasury at December 31,
2022 and 2021, respectively. ALPS Corporation had no Class B nonvoting shares issued and
outstanding as of December 31, 2022 and 2021. ALPS Corporation had approximately 241 shares of
Class C Common shares issued and outstanding as of December 31, 2022 and 2021.

The Company has entered into a written agreement with one of the Company's reinsurers that owns
approximately 58 shares of Class A Common Stock and 241 shares of Class C Common Stock. The
third party has the right to put to the Company for cash up to 50% of the aggregate number of
common shares held by the third party at a per share exercise price equal to the U.S. GAAP adjusted
book value per share as of the most recent calendar quarter. The Company will not be required to
make any such repurchases of said shares of common stock if; (i) after giving effect to said
repurchase, the repurchase would cause the Company to violate MCA 8 35-14-640; or (ii) the Board
reasonably and in good faith determines that such repurchases will have a materially adverse
impact on the Company. During 2016, the Company entered into an agreement providing the entity
a right of first refusal on up to 33% of any reinsurance placed by the Company at open market
pricing and terms.

Note L - Lease Commitments

The Company leases office space in the Historic Florence Building. The lease commenced on
October 18, 2018, and has an initial term through December 31, 2025. The Company has the option
to extend the lease for an additional five years on January 1, 2026, with an annual rent of $436,300,
and extend again for an additional five years on January 1, 2031, with an annual rent of $449,338
through December 31, 2035.

The Company has valued the Historic Florence Building lease as an operating lease in accordance
with ASU No. 2016-02. The Company's valuation of the right-of-use-asset and corresponding lease
liability was based on the initial lease term, since it is not reasonably certain that the two renewal

options will be exercised. The Company valued the liability and right-of-use asset using a discount
rate of 3.13%, and the lease has a remaining useful life of three years and four years at December
31,2022 and 2021, respectively.

The Company entered a five-year equipment lease in 2018 that is considered a financing lease
under ASC Topic 842. The lease liability and right-of-use-asset was valued using a discount rate of
3.13%, and the lease has a remaining useful life of one year and two years at December 31, 2022
and 2021, respectively.
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The Company has the following right-of-use-assets and lease liabilities at December 31:

2022 2021
Operating lease assets $ 1,211,446 $ 1,590,656
Financing lease assets 6,445 14,178
Total leased assets $ 1217891 $ 1,604,834
2022 2021

Current:

Operating $ 391,251 % 379,210

Financing 6,802 7,932
Long-term:

Operating 820,195 1,211,446

Financing - 6,802
Total lease liability $ 1,218248 $ 1,605,390
Maturities of the lease liabilities at December 31, 2022, are as follows:

Operating Financing Total

Years ending December 31:
2023 $ 423,588 $ 6,900 $ 430,488
2024 423,588 - 423,588
2024 423,588 - 423,588
Total future lease payments 1,270,764 6,900 1,277,664
Lease interest (59,318) (98) (59,416)
Present value of lease liabilities $ 1211446 $ 6,802 $ 1,218248

The Company incurred the following lease costs for the years ended December 31:

2022 2021
Operating lease cost $ 423,588 $ 423,588
Financing lease cost:
Amortization of leased assets 7,923 7,688
Interest on lease liabilities 348 592
Total lease cost $ 431,859 $ 431,868
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The Company incurred the following capital lease cash flows for the years ended December 31:

2022 2021
Cash paid for amounts included in the measurement of lease
liabilities
Operating cash flows from operating leases $ (423,588) $ (423,588)
Operating cash flows from financing leases (348) (592)
Financing cash flows from financing leases (7,923) (7,451)

Note M - Surplus Notes

The Company had no surplus debentures or similar obligations as of December 31, 2022.

The Company had issued the following surplus debentures or similar obligations as of December 31,
2021:

Principal Total Unapproved
and/or Principal Principal
Carrying Interest Paid and/or and/or Date of
Date Issued Interest Rate Par Value Value Current Year Interest Paid Interest Maturity
10/14/2005 LIBOR +3.55% $ - 3 - $ 2377216 $17317,178 $ - 10/15/2035

ALPS P&C received cash in exchange for a surplus note in the amount of $10,000,000 issued to
Merrill Lynch International on October 14, 2005. This note was formerly administered by U.S. Bank,
National Association, as trustee, and had the following repayment conditions and restrictions:
payment of interest to be made quarterly in arrears on the 15th of March, June, September and
December, and only with the prior approval of the Montana Commissioner of Securities and
Insurance. Principal payments in the amount of $0 and $2,300,000 were paid by the Company
during the years ended December 31, 2022 and 2021, respectively. The surplus note was satisfied in
full during 2021.

Note N - Long-Term Incentive Plan

In 2013, the Board of Directors created the Long-Term Surrogate Equity Incentive Plan (LTIP), which
replaced all of the Company's then-existing equity-related incentive plans, including stock options
and stock appreciation. The LTIP consists of annual grants that provide participants, on a five-year
cliff vesting schedule, the right to share in a predefined percentage of incremental growth in the
Company's declared book value over the five years following the grant.
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The Board amended the LTIP such that the grants provide participants the right to share in a
predefined percentage of the Company’s declared book value per share. In 2022 and 2021, the
Company recorded $(1,012,499) and $920,000, respectively, in (benefit) expense based on book
value per share growth. In 2022 and 2021, the Company paid vested grants of $1,138,153 and
$1,225,142, respectively.

Note O - Dividend Restrictions

Dividends from ALPS P&C are declared by its Board of Directors. Under insurance regulations of the
state of Montana, dividends are classified into two types: ordinary and extraordinary. Ordinary
dividends require 15-day advance notice to the Montana Commissioner of Securities and Insurance
prior to payment. Extraordinary dividends, those which in total exceed 10% of the current year-end
policyholder’s statutory surplus, require approval from the Montana Commissioner of Securities and
Insurance 30 days prior to payment. For the years ended December 31, 2022 and 2021, dividends in
excess of $5,314,844 and $5,317,003, respectively, would be considered extraordinary.

Ordinary dividends in the amount of $0 were declared and paid by ALPS P&C to ALPS Corporation in
2022 and 2021, respectively. The company paid no extraordinary dividends during 2022 or 2021.
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Note P - Statutory Information

The financial statements of ALPS P&C differ from related statutory-basis financial statements
principally as follows: (a) the bond portfolio is classified as available-for-sale (carried at fair value)
rather than generally being carried at amortized cost; (b) acquisition costs of acquiring new business
are deferred and amortized over the life of the policies rather than charged to operations as
incurred; (c) certain deferred income tax assets, agents’ balances, receivables from affiliates over

90 days old, and certain other assets designated as nonadmitted assets for statutory purposes are
reported as assets rather than being charged to surplus; (d) reinsurance reserve credits are
reported as assets rather than being offset against the related reserve amounts, and an allowance is
established for uncollectible amounts through a charge through earnings rather than through
statutory formula-driven methods; and (e) investments in subsidiary companies are consolidated
with the accounts and operations of the Company rather than carried at the subsidiary’s underlying
net assets, with changes credited or charged directly to unassigned surplus. A reconciliation of ALPS
P&C's net income and capital and surplus amounts presented in accordance with U.S. GAAP and
presented in accordance with statutory accounting practices is a follows as of and for the years
ended December 31:

Net Income Capital and Surplus
2022 2021 2022 2021
Amounts stated in conformity with U.S. GAAP $ 3,822,765 $ 8,916,667 $ 47,122,238 $ 60,147,314
Other investment adjustments 5,455,573 (2,058,346) 10,441,695 (6,332,725)
Deferred policy acquisition costs (198,800) (97,360) (2,215,141) (2,016,342)
Nonadmitted assets - - (132,815) (74,123)
Deferred income taxes (1,556,437) (97,968) (2,067,532) 1,445,907
Surplus note interest - (3.850) - -
Amounts stated in conformity with statutory
accounting practices $ 7,523,101 $ 6,659,143 $ 53,148,445 $ 53,170,031
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Note Q - Stock Redemption and Purchase Program

Since 2014, the Company has maintained a Stock Redemption and Purchase Program (the Program)
because there is no public market or exchange for the Company's outstanding Class A Common
Stock. The Program does not involve the Company’s issuance of additional or new classes of
securities. Instead, the Company maintains the Program to facilitate the sale and purchase of

Class A Common Stock. The Program provides a corporate redemption option in order to
accommodate those stockholders who desire to sell some or all of their Class A Common Stock. The
Program also facilitates the independent purchasing of Class A Common Stock by those interested
stockholders who desire to own additional Class A Common Stock. For the years ended December
31,2022 and 2021, the Company redeemed 23 shares and 59 shares of Class A Common Stock,
respectively, at the aggregate redemption price of $846,411 and $1,993,905, respectively. For the
years ended December 31, 2022 and 2021, existing stockholders purchased 3 and 17 shares of
Class A Common Stock at the aggregate purchase price of $100,037 and $583,890, respectively. The
Program allows for the Company’s officers, directors and employees (Affiliates) to purchase and sell
shares of Class A Common Stock. Affiliates did not sell any shares of Class A Common Stock in 2022
or 2021.

Note R - Subsequent Event

All of the effects of subsequent events that provide additional evidence about conditions that
existed at the consolidated balance sheet date, including the estimates inherent in the process of
preparing the consolidated financial statements, are recognized in the consolidated financial
statements. The Company does not recognize subsequent events that provide evidence about
conditions that did not exist at the consolidated balance sheet date but arose after, but before the
consolidated financial statements are available to be issued. In some cases, nonrecognized
subsequent events are disclosed to keep the consolidated financial statements from being
misleading.

Subsequent events have been evaluated through April 27, 2023, which is the date the consolidated
financial statements were available to be issued.
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Incurred and Cumulative Paid Losses and Allocated Loss Adjustment Expenses, Net of Reinsurance (Unaudited)

The following is information about incurred and paid loss development, net of reinsurance and by significant category for the years ended
December 31:

Professional liability insurance

Incurred Losses and Allocated Loss Adjustment Expenses, Net of Reinsurance

Accident
Year 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
2013 $ 18511 $ 17948 $ 18195 $ 18,153 $ 18,153 $ 17,284 $ 16522 $ 16,068 $ 16,068 $ 16,068
2014 19,361 21,276 21,202 21,202 21,202 19,348 18,290 17,590 17,183
2015 19,774 20,235 20,235 20,235 19,856 18,919 17,969 16,985
2016 18,924 18,924 18,924 19,239 16,864 15,364 13,614
2017 19,849 19,865 19,998 19,998 19,800 19,798
2018 21,383 21,511 21,547 20,375 20,389
2019 23,949 24,949 26,299 26,359
2020 21,271 21,271 21,366
2021 22,665 22,958
2022 24,903
Total 199,623
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(Continued)

Professional liability insurance

Cumulative Paid Losses and Allocated Loss Adjustment Expenses, Net of Reinsurance

Accident
Year 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
2013 $ 3147 $ 7,799 $ 11545 $ 13347 $ 14573 $ 14982 $ 14974 $ 15035 $ 15068 $ 15,101
2014 2,375 8,485 12,312 14,703 16,100 17,099 17,240 17,255 17,181
2015 3,530 9,895 13,098 15,056 15,840 15,960 16,359 16,379
2016 1,990 6,439 8,808 10,664 11,745 12,199 12,694
2017 2,890 8,153 10,921 13,098 14,282 14,732
2018 3,572 8,546 11,372 12,672 13,466
2019 3,998 11,618 15,720 18,830
2020 2,579 7,455 12,456
2021 2,129 6,493
2022 3,503
Total 130,835
All outstanding liabilities before 2013, net of reinsurance 798
Liabilities for losses and loss adjustment expenses, net of reinsurance $ 69,586
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The following is the average annual percentage payout of incurred claims by age net of reinsurance as of December 31, 2022:

Average Annual Percentage Payout of Incurred Claims by Age
Years 1 2 3 4 5 6 7 8 9 10

Professional liability insurance 15.2 % 285 % 18.6 % 11.4 % 6.4 % 29% 1.7 % 0.2% (0.1)% 0.2%
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