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Forward-Looking Statements

This Quarterly Report contains forward-looking staents as that term is defined in the federal
securities laws. The events described in forwaokihg statements contained in this Quarterly
Report may not occur. Generally these statemefdterto business plans or strategies, projected
or anticipated benefits or other consequences oplams or strategies, projected or anticipated
benefits from acquisitions to be made by us, ofgetmns involving anticipated revenues,
earnings or other aspects of our operating resdlkse words "may," "will," "expect,” "believe,"
"anticipate,” "project,” "plan,” "intend," "estim@t and "continue,” and their opposites and
similar expressions are intended to identify fomveroking statements. We caution you that
these statements are not guarantees of futurerpenhee or events and are subject to a number
of uncertainties, risks and other influences, mahyvhich are beyond our control, that may
influence the accuracy of the statements and tlbggitons upon which the statements are
based. Factors which may affect our results irgldsut are not limited to, the risks and
uncertainties discussed in Item 7 of our Annual ®epn Form 10-K for the year ended
December 31, 2009 under “Factors That May AffectiFeiResults and Financial Condition”.

Any one or more of these uncertainties, risks atieroinfluences could materially affect our

results of operations and whether forward-lookitegesnents made by us ultimately prove to be
accurate. Our actual results, performance andeaehients could differ materially from those

expressed or implied in these forward-looking steets. We undertake no obligation to
publicly update or revise any forward-looking staémts, whether from new information, future

events or otherwise.



PART I. EINANCIAL INFORMATION

Item 1. Financial Statements




Condensed Consolidated Balance She

KINGSTONE COMPANIES, INC. AND SUBSIDIARIES

Assets

Short term investments

Fixed-maturity securities, held to maturity, at atized cost (fair value of $116,813)

Fixed-maturity securities, available for sale,ait f/alue (amortized cost of $14,294,969
at June 30, 2010 and $12,676,867 at December 89) 20

Equity securities, available-for-sale, at fair valigost of $2,314,476 at June 30, 2010
and $1,973,738 at December 31, 2009)
Total investments

Cash and cash equivalents

Investment income receivable

Premiums receivable, net of provision for uncolldetamounts

Receivables - reinsurance contracts

Reinsurance receivables, net of provision for uectible amounts

Notes receivable-sale of business

Deferred acquisition costs

Intangible assets, net

Property and equipment, net of accumulated depregia

Equities in pools and associations

Other assets
Total assets

Liabilities

Loss and loss adjustment expenses

Unearned premiums

Advance premiums

Reinsurance balances payable

Deferred ceding commission revenue

Notes payable (includes payable to related paoti&§85,000 at June 30, 2010
and $585,000 at December 31, 2009)

Accounts payable, accrued liabilities and othdiliges

Deferred income taxes

Mandatorily redeemable preferred stock

Liabilities of discontinued operations

Total liabilities

Commitments

Stockholders' Equity

Common stock, $.01 par value; authorized 10,000sb@0es; issued 4,638,534 shares at
June 30, 2010 and 3,804,536 shares at Decemb2039; outstanding 3,833,798
shares at June 30, 2010 and 2,988,511 shares amber31, 2009

Preferred stock, $.01 par value; authorized 1,@®Mdhares; 0 shares issued and outstanding

Capital in excess of par

Accumulated other comprehensive income

Accumulated deficit

Treasury stock, at cost, 804,736 shares at Jurnz03@, and 816,025 shares
at December 31, 2009
Total stockholders' equity

Total liabilities and stockholders' equity

June 30, December 31,
2010 2009
(unaudited)
$ - % 225,336
106,205 -
14,577,906 12,791,080
2,395,587 2,186,926
17,079,698 15,203,342
915,119 625,320
158,213 135,251
5,590,914 4,479,363
896,282 564,408
20,568,206 20,849,621
905,700 1,119,365
3,445,620 2,917,984
4,374,243 4,612,100
1,593,305 1,659,015
220,708 220,708
236,202 257,276
$ 55,984,21 $ 52,643,75
$ 16,323,276 $ 16,513,318
16,616,352 14,088,187
449,759 411,676
2,432,368 1,918,169
3,083,429 3,298,245
1,473,597 1,085,637
1,924,280 2,446,558
1,112,334 1,173,256
- 1,299,231
- 26,000
43,415,395 42,260,277
46,386 38,046
13,556,307 12,051,332
240,273 216,086
(110,893) (701,606)
13,732,073 11,603,858
(1,163,258) (1,220,382)
12,568,815 10,383,476
$ 55,984,21 $ 52,643,75

See notes to condensed consolidated financial statements.



KINGSTONE COMPANIES, INC. AND SUBSIDIARIES

Condensed Consolidated Statements of Operations af@bmprehensive Income (Unauditec
For the Three Months Endec For the Six Months Ended

June 30, June 30,
2010 2009 2010 2009
Revenues
Net premiums earned $2,622,114 $ - $ 4,840,061 $ -
Ceding commission revenue 1,971,144 - 4,182,281 -
Net investment income 148,923 - 281,203 -
Net realized gains on investments 110,089 - 144,749 -
Other income 228,381 245,359 449,485 357,396
Total revenues 5,080,651 245,359 9,897,779 357,396
Expenses
Loss and loss adjustment expenses 1,175,718 - 2,610,336 -
Commission expense 1,223,484 - 2,360,103 -
Other underwriting expenses 1,428,142 - 2,532,062 -
Other operating expenses 377,188 384,983 916,807 666,896
Depreciation and amortization 151,801 4,158 308,488 8,594
Interest expense 47,100 53,084 92,302 133,351
Interest expense - mandatorily redeemable prefestimzk 37,353 32,952 74,706 52,452
Total expenses 4,440,786 475,177 8,894,804 861,293
Income (loss) from operations 639,865 (229,818) 1,002,975 (503,897)
Interest income-CMIC note receivable - 37,313 - 67,782
Income (loss) from continuing operations beforeetax 639,865 (192,505) 1,002,975 (436,115)
Income tax expense (benefit) 291,546  (121,977) 436,110 (209,752)
Income (loss) from continuing operations 348,319 (70,528) 566,865 (226,363)
Income (loss) from discontinued operations, néarés 10,000 (168,094) 23,848 (183,773)
Net income (loss) 358,319 (238,622) 590,713 (410,136)
Gross unrealized investment holding (losses) gains
arising during period (3,232) - 36,647 -
Income tax benefit (expense) related to items of
other comprehensive income 1,099 - (12,460) -
Comprehensive income (los $ 356,18t $ (238,622 $ 614,90 $ (410,136
Basic and diluted earnings (loss) per common share:
Income (loss) from continuing operations $ 0.11% (0.02) $ 019 $ (0.08)
Income (loss) from discontinued operations $ 0.005 (0.06) $ 0.01 $ (0.06)
Income (loss) per common sh $ 0.11 $ (0.08 $ 02C $ (0.14
Number of weighted average common shares used in
computation of basic and diluted earnings (loss)spart 3,079,45 2,972,741 3,016,833 2,972,741

See notes to condensed consolidated financial statements.
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Consolidated Statement of Stockholders' Equity (Unadited)

KINGSTONE COMPANIES, INC. AND SUBSIDIARIES

Year ended December 31, 2009 and Six Months Ended June 30, 2010

Accumulated

Capital Other
Common Stock Preferred Stock in Excess Comprehensive  Accumulated  Treasury Stock
Shares Amount Shares Amount of Par Income (Deficit) Shares Amount Total

Balance, December 31, 2008 3,788,7M 37,888 - $ - $ 11,962,512% - $ (5,522,448)816,025 $ (1,220,382)$ 5,257,570
Stock-based payments 15,765 - - 88,820 - - - - 88,978
Net income - - - - 4,820,842 - - 4,820,842
Net unrealized gains on securities -

available for sale, net of income tax - - - - 216,086 - - - 216,086
Balance, December 31, 2009 3,804,536 - - 12,051,332 216,086 (701,606) 816,025 (1,220,382) 10,383,476
Stock-based payments 57,878 - - 270,630 - - - - 271,208
Mandatorily redeemable preferred stock

exchanged for common stock 787,409 - - 1,291,357 - - - - 1,299,231
Retirement of treasury stock (11,289) (57,012) (11,289) 57,124 -
Net income - - - - - 590,713 - - 590,713
Net unrealized gains on securities

available for sale, net of income tax - - - - 24,187 - - - 24,187
Balance, June 30, 2010 4,638,538 46,386 - $ - $ 13,556,307$% 240,273 $ (110,893) 804,736 $ (1,163,258)$ 12,568,815

See notes to condensed consolidated financial statements.



KINGSTONE COMPANIES, INC. AND SUBSIDIARIES

Consolidated Statements of Cash Flows (Unaudite

Sx Months Ended June 30, 2010 2009
Cash flows provided by (used in) operating activigs:
Net income (loss) 590,713 $ (410,136)
Adjustments to reconcile net income (loss) to reshgprovided by (used in) operations:
Gain on sale of investments (144,749) -
Depreciation and amortization 308,488 8,594
Amortization of bond premium (discount), net 34,605 -
Stock-based payments 271,208 13,510
Deferred income taxes (73,382) (226,000)
(Increase) decrease in assets:
Short term investments 225,336 -
Premiums receivable, net (1,111,551) -
Receivables - reinsurance contracts (331,874) -
Reinsurance receivables, net 281,415 -
Deferred acquisition costs (527,636) -
Other assets (27,068) 3,714
Increase (decrease) in liabilities:
Loss and loss adjustment expenses (190,042) -
Unearned premiums 2,528,165 -
Advance premiums 38,083 -
Reinsurance balances payable 514,199 -
Deferred ceding commission revenue (214,816) -
Accounts payable, accrued liabilities and othdiliges (522,278) (283,330)
Net cash provided by (used in) operating activititsontinuing operations 1,648,816 (893,648)
Operating activities of discontinued operations (26,000) 109,851
Net cash flows provided by (used in) operating aatities 1,622,816 (783,797)
Cash flows (used in) provided by investing activigs:
Purchase - fixed-maturity securities held to maguri (106,205) -
Purchase - fixed-maturity securities availabledale (3,116,725) -
Purchase - equity securities (877,639) -
Sale - fixed-maturity securities available for sale 1,566,632 -
Sale - equity securities 604,217 -
Increase in accrued interest - Commercial Mutusditance Company - (60,757)
Increase in notes receivable and accrued intefale-of businesses - (106,926)
Collections of notes receivable and accrued interBale of businesses 213,665 50,000
Other investing activities (4,921) (806)
Net cash used in investing activities of continuipgrations (1,720,976) (118,489)
Investing activities of discontinued operations - 1,869,628
Net cash flows (used in) provided by investing acfities (1,720,976) 1,751,139
Cash flows provided by (used in) financing activigs:
Proceeds from long term debt (includes $200,006 frelated parties in 2010
and $120,000 in 2009) 400,000 500,000
Principal payments on long-term debt (12,040) (1,442,456)
Net cash provided by (used in) financing activitiégontinuing operations 387,960 (942,456)
Financing activities of discontinued operations - -
Net cash flows provided by (used in) financing adtities 387,960 (942,456)

See notes to condensed consolidated financial statements.



KINGSTONE COMPANIES, INC. AND SUBSIDIARIES
Consolidated Statements of Cash Flows (Unaudite

Sx Months Ended June 30, 2010 2009
Increase in cash and cash equivalents $ 289,799 $ 24,886
Cash and cash equivalents, beginning of period 625,320 142,949
Cash and cash equivalents, end of peri $ 915,11¢ $ 167,83!
Supplemental Schedule of Non-Cash Investing and Faging Activities:

Mandatorily redeemable preferred stock exchangeddmmon stock $ 1,299,231% -
Notes receivable issued in connection with saleusiness $ - % 1,047,573
Notes payable exchanged for mandatorily redeenmblerred stock $ -$ 519,231

See notes to condensed consolidated financial statements.
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KINGSTONE COMPANIES, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

Note 1 - Basis of Presentation and Nature of Busieg

On July 1, 2009, Kingstone Companies, Inc. (reterte herein as "Kingstone" or the “Company”)
completed the acquisition of 100% of the issued amdtanding common stock of Kingstone Insurance
Company (“KICO”) (formerly Commercial Mutual Insuree Company (“CMIC”)) pursuant to the
conversion of CMIC from an advance premium coopezatio a stock property and casualty insurance
company (see Note 3). Pursuant to the plan of asiore Kingstone acquired a 100% equity interest in
KICO, in consideration for the exchange of $3,780,@rincipal amount of surplus notes of CMIC. In
addition, Kingstone forgave all accrued and unpatdrest of approximately $2,246,000 on the surplus
notes as of the date of conversion.

Effective July 1, 2009, Kingstone, through its sdlasy KICO, offers property and casualty insurance
products to small businesses and individuals in Nevk State. The effect of the KICO acquisitioroigly
included in the Company’s results of operations eah flows for the period from July 1, 2009 (th€R
acquisition date) through June 30, 2010. Accorginghly the disclosures for the six month and three
month periods ended June 30, 2010 will include KI@® a result, disclosures for the six month andeh
month periods ended June 30, 2010 and 2009 anyiarable.

Until December 2008, continuing operations prinyakdbnsisted of the ownership and operation of a
network of retail insurance brokerage and agenfigesf engaged in the sale of retail auto, motossycl
boat, business, and homeowner's insurance.

In December 2008, due to declining revenues anfitprthe Company made a decision to restruct@re it
network of retail offices (the “Retail BusinessThe plan of restructuring called for the closingsefren of

the least profitable locations during the montiDetember 2008 and the entry into negotiations itdrse
remaining 19 locations of the Retail Business. @milAL7, 2009, the Company sold substantially alihe
assets, including the book of business, of itselfaining Retail Business locations that it ownedaw
York State (the “New York Sale”) (see Note 14).detive June 30, 2009, the Company sold all of the
outstanding stock of the subsidiary that operatedhree remaining Retail Locations in Pennsylvdtiia
“Pennsylvania Sale”) (see Note 14). As a resuthefrestructuring in December 2008, the New YaaleS

on April 17, 2009 and the Pennsylvania Sale effectiune 30, 2009, the Retail Business has been
presented as discontinued operations and prioogehave been restated.

Until May 2009, the Company operated a DCAP frasehiusiness. Effective May 1, 2009, the Company
sold all of the outstanding stock of the subsi@iathat operated such DCAP franchise businessNgkse
14). As a result of the sale, the franchise bissifes been presented as discontinued operatidrian
periods have been restated.

Note 2 — Accounting Policies and Basis of Preseni@at

Basis of Presentation

The accompanying unaudited condensed consolidaiaaddial statements included in this report havenbe
prepared in accordance with accounting principkesegally accepted in the United States (“GAAP”) for
interim financial information and the instructiotts Securities and Exchange Commission (“SEC”) Form
10-Q and Article 8-03 of SEC Regulation S-X. Thengiples for condensed interim financial informatio
do not require the inclusion of all the informatiand footnotes required by generally accepted attouay
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principles for complete financial statements. Thenes these financial statements should be read in
conjunction with the consolidated financial statetseas of and for the year ended December 31, 2009
notes thereto included in the Company’'s Annual Repa Form 10-K filed on April 7, 2010. The
accompanying condensed consolidated financial mtates have not been audited by an independent
registered public accounting firm in accordancehwstandards of the Public Company Accounting
Oversight Board (United States) but, in the opinddrmanagement, such financial statements incliide a
adjustments, consisting only of normal recurringusinents, necessary for a fair statement of the
Company’s financial position and results of op@nagi The results of operations for the six montided
June 30, 2010 may not be indicative of the redblis may be expected for the year ending Decenher 3
2010.

Use of Estimates

The preparation of financial statements in confeymiith GAAP requires management to make estimates
and assumptions that affect the reported amourdss#ts and liabilities and disclosure of contihgesets
and liabilities at the date of the consolidatecfficial statements and the reported amounts of vegeand
expenses during the reporting period. Actual restduld differ from those estimates.

Reclassification

The Company has reclassified certain amounts i20@9 consolidated balance sheet and 2009 statement
of operations to conform to the 2010 presentatione of these reclassifications had an effect @ th
Company’s consolidated net earnings, total stoadrs! equity or cash flows.

Principles of Consolidation

The consolidated financial statements consist ofygione and its wholly-owned subsidiaries. Subs&hka
acquired on July 1, 2009 include KICO and its sdiasies, CMIC Properties, Inc. (“CMIC Properties”)
and 15 Joys Lane, LLC (“15 Joys Lane”), which tbgetown the land and building from which KICO
operatesAll material intercompany transactions have beaniehted in consolidation.

Accounting Pronouncements

Accounting guidance adopted in 2010

In June 2009, the Financial Accounting Standardar8q“FASB”) issued new guidance which requires
more information about transfers of financial asséncluding securitization transactions, and where
entities have continuing exposure to the riskstedlato transferred financial assets. This guidance
eliminates the concept of a “qualifying specialgmse entity,” changes the requirements for derazogn
financial assets, and requires additional discksuThe new guidance enhances information repaoted
users of financial statements by providing great@nsparency about transfers of financial assedsaan
entity’s continuing involvement in transferred firdal assets. The Company adopted this new guidamce
January 1, 2010, with no material effects on auficial statements as of June 30, 2010.

In June 2009, the FASB issued new guidance whidlcerms the consolidation of variable interest mE#it
and changes how a reporting entity determines vameentity that is insufficiently capitalized or net
controlled through voting (or similar rights) shdube consolidated. The determination of whether a
reporting entity is required to consolidate anotketity is based on, among other things, the othéty’s
purpose and design and the reporting entity’s tghit direct the activities of the other entity thaost
significantly affect the other entity’'s economicrfpemance. The new guidance requires a reportinigyen
to provide additional disclosures about its invohent with variable interest entities and any sigarit
changes in risk exposure due to that involvementieporting entity is required to disclose how its

9



involvement with a variable interest entity affetite reporting entity’s financial statements. Thar@any
adopted this new guidance on January 1, 2010, matlnaterial effects on its financial statementofas
June 30, 2010. The Company will apply this guidamta transaction by transaction basis going fadwar

In January 2010, the FASB issued new guidance rédwpiires additional disclosure of the fair value of
assets and liabilities. This guidance requirestamfdil disclosures to be made about significamdfers in
and out of Levels 1 and 2 of the fair value hiengravithin GAAP. The Company adopted this guidance o
January 1, 2010, with the required disclosure hetlin “Note 5 — Fair Value Measurements”.

Accounting guidance not yet effective

The guidance issued by the FASB in January 2016 mdquires additional disclosure about the gross
activity within Level 3 of the fair value hierarchyithin GAAP as opposed to the net disclosure ciilye
required. This disclosure will be effective for amahand interim periods beginning after December 15
2010. As this guidance relates to disclosure ratien measurement of assets and liabilities, thdtdoe

no effect on the financial results or position bt tCompany. The Company will comply with this
disclosure requirement when it becomes effective.

Pending accounting guidance

The Emerging Issues Task Force of the FASB is dsog Issue No. 09-G, “Accounting for Costs
Associated with Acquiring or Renewing Insurance €axcts.” At issue is how the definition of acquisit
costs should be interpreted in assessing wheth&irceosts relating to the acquisition of new emewal
insurance contracts qualify as deferred acquisitosts. In July 2010, the Task Force reached d fina
consensus-for-exposure that acquisition costsoihalify as deferrable should include only thosextisat
are directly related to the acquisition of insugigontracts by applying a model similar to the aotimg

for loan origination costs. That definition woulatninclude, for example, any costs incurred in the
acquisition of new or renewal contracts relateduttsuccessful contract acquisitions. This pending
guidance is expected to be effective for annualiatetim periods beginning after December 15, 284d
would allow, but not require, retrospective apgima.

The amount included in the category “other defeaeguisition expenses” may be significantly reduasd
a result of the adoption of this pending guidance.

Note 3 - Acquisition of Kingstone Insurance Company

On July 1, 2009, Kingstone completed the acquisittd 100% of the issued and outstanding common
stock of KICO, pursuant to the conversion of CMIOnh an advance premium cooperative to a stock
property and casualty insurance company. The potahase price was $5,996,461.

As of June 30, 2009, Kingstone held two surpluesasued by CMIC in the aggregate principal amount
of $3,750,000. Previously accrued and unpaid istesa the notes as of June 30, 2009 was approXiynate
$2,246,000. Pursuant to the plan of conversiomctffe July 1, 2009, Kingstone acquired a 100% tgqui
interest in KICO in consideration of the exchandehe principal amount of surplus notes of CMIC. In
addition, Kingstone forgave all accrued and unpaigrest on the surplus notes as of the date of
conversion. The transaction was considered a bmmachase, resulting in a gain on acquisition.

The Company began consolidating KICO'’s financiatesnents as of the closing date in accordance with

GAAP. The purchase consideration has been allocteithe assets acquired and liabilities assumed,
including separately identified intangible assbt&sed on their fair values as of the close of tugigition.
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Note 4 - Investments

Available for Sale Securities

The amortized cost and fair value of investment@vailable for sale fixed-maturity securities, etps and
short term investments as of June 30, 2010 andrbleee31, 2009 are summarized as follows:

June 30, 2010

Cost or Gross Gross Unrealized Losses Unrealized

Amortized Unrealized Less than 12 More than 12 Fair Gais/

Category Cost (a Gains Months Months Value (Losses)
(unaudited)

Fixed-Maturity Securities:
U.S. Treasury securities and
obligations of U.S. government
corporations and agencies (b) $ 2,474,497% 85,905 $ (15,635) $ - $ 2544767 $ 70,270
Political subdivisions of States,
Territories and Possessions 6,901,104 103,377 (10,918) - 6,993,563 92,459
Corporate and other bonds
Industrial and miscellaneous 4,919,368 128,013 (7,805) - 5,039,576 120,208
Total fixed-maturity securities 14,294,969 317,295 (34,358) - 14,577,906 282,937
Equity Securities:
Preferred stocks 840,283 37,143 (9,161) - 868,265 27,982
Common stocks 1,474,193 82,073 (28,944) - 1,527,322 53,129
Total equity securities 2,314,476 119,216 (38,105) - 2,395,587 81,111
Short term investments - - - - - -
Total $ 16,609,445 $ 436,511 $ (72,463) $ - $ 16,973,493 % 364,048
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December 31, 2009

Cost or Gross Gross Unrealized Losses Unrealized

Amortized Unrealized Less than 12 More than 12 Fair Gais/
Category Cost (a] Gains Months Months Value (Losses)
Fixed-Maturity Securities:
U.S. Treasury securities and
obligations of U.S. government
corporations and agencies (b) $ 3,549,616% 38,790 $ (23,929) $ - $ 3564477 $ 14,861
Political subdivisions of States,
Territories and Possessions 5,751,979 82,480 (12,356) - 5,822,103 70,124
Corporate and other bonds
Industrial and miscellaneous 3,375,272 54,384 (25,156) - 3,404,500 29,228
Total fixed-maturity securities 12,676,867 175,654 (61,441) - 12,791,080 114,213
Equity Securities:
Preferred stocks 716,903 33,661 (5,564) - 745,000 28,097
Common stocks 1,256,835 191,075 (5,984) - 1,441,926 185,091
Total equity securities 1,973,738 224,736 (11,548) - 2,186,926 213,188
Short term investments 225,336 - - - 225,336 -
Total $14,875941 $ 400,390 $ (72,989) $ - $ 15,203,342 $ 327,401

(a) The cost or amortized cost of securities aeglin the KICO acquisition are equal to their fatue as
of the July 1, 2009 acquisition date.

(b) Includes U. S. Treasury securities with failues at June 30, 2010 and December 31, 2009 of, $530
and $608,327, respectively, held in trust purstatihe New York State Insurance Department’'s mimmu

funds requirement.

A summary of the amortized cost and fair valuehef Company’s available for sale investments indixe
maturity securities by contractual maturity asufie 30, 2010 and December 31, 2009 is shown below:

June 30, 2010

December 31, 2009

Amortized Amortized
Remaining Time to Maturity Cost Fair Value Cost Fair Value
(unaudited)
Less than one year $ 621,757 $ 606,626 $ 1,190,319 $ 1,176,050
One to five years 5,793,942 5,896,883 5,202,936 5,260,443
Five to ten years 5,898,877 6,078,432 4,945,787 4,986,236
More than 10 years 1,980,393 1,995,965 1,337,825 1,368,351

Total

$ 14,294,969 $ 14,577,906 $ 12,676,867 $ 12,791,080

The actual maturities may differ from contractualtorities because certain borrowers have the taball
or prepay obligations with or without penalties.

Held to Maturity Securities

The amortized cost and fair value of investmentseald to maturity fixed-maturity securities as ahé 30,
2010 are summarized as follows:
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June 30, 2010

Cost or Gross Gross Unrealized Losses Unrealized
Amortized Unrealized Less than 12 More than 12 Fair Gais/
Category Cost (a Gains Months Months Value (Losses)
U.S. Treasury securities $ 106,205 $ 10,608 $ - $ - $ 116,813 $ 10,608

There were no held to maturity securities as ofdbdwer 31, 2009.

A summary of the amortized cost and fair valueh&f Company’s held to maturity investments in fixed-
maturity securities by contractual maturity as e 30, 2010 is shown below:

June 30, 2010 December 31, 2009
Amortized Amortized
Remaining Time to Maturity Cost Fair Value Cost Fair Value
(unaudited)
Less than one year $ - $ - % - 3 -
One to five years - - - -
Five to ten years - - - -
More than 10 years 106,205 116,813 - -
Total $ 106,205 $ 116,813 $ - $ -

Investment Income

Major categories of the Company’s net investmecdine are summarized as follows:

Three months ended Six months ended
June 30, June 30,
201¢ 200¢ 201¢ 200¢
(unaudited) (unaudited)

Income
Fixed-maturity securities $ 125,616 $ - % 254,723 $ -
Equity securities 32,225 - 59,526 -
Cash and cash equivalents 2,967 - 4,817 -
Other 6 - 21 -
Total 160,814 - 319,087 -
Expenses
Investment expenses 11,891 - 37,884 -
Net investment income $ 148,923 $ - $ 281,203 $ -

Proceeds from the sale and maturity of fixed-matusecurities were $1,566,632 and $-0- for the six
months ended June 30, 2010 and 2009, respectively.

Proceeds from the sale of equity securities wefB 3.7 and $-0- for the six months ended June GD) 2
and 2009, respectively.

The Company’s gross realized gains and lossesvastiments are summarized as follows:
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Three months ended Six months ended

June 30, June 30,
201C 200¢ 201C 200¢
(unaudited) (unaudited)
Fixed-maturity securities
Gross realized gains $ 95,997 $ - % 95,997 $
Gross realized losses (18,562) - (18,562)
77,435 - 77,435
Equity securities
Gross realized gains 37,854 - 84,252
Gross realized losses (5,200) - (16,938)
32,654 - 67,314
Net realized gains $ 110,089 $ - $ 144,749 $

Impairment Review

The Company regularly reviews its fixed-maturitgséties and equity securities portfolios to evadute
necessity of recording impairment losses for othan-temporary impairments (“OTTI") in the fair val

of investments. In evaluating potential impairmengnagement considers, among other criteria: €i) th
current fair value compared to amortized cost @t,cas appropriate; (ii) the length of time theusiyg's

fair value has been below amortized cost or caistspecific credit issues related to the issuacts as
changes in credit rating, reduction or eliminatioh dividends or non-payment of scheduled interest
payments; (iv) management’s intent and ability étain the investment for a period of time suffitiém
allow for any anticipated recovery in value to ¢@std (v) current economic conditions.

OTTI losses are recorded in the consolidated stetéwf operations as net realized losses on invegsn
and result in a permanent reduction of the cosishafsthe underlying investment. The determinatodn
OTTI is a subjective process and different judgreesndd assumptions could affect the timing of loss
realization. The Company determined there was n@1@dr its portfolio of fixed maturity investments,
equity securities and short term investments ferdix months ended June 30, 2010. Significanbfact
influencing the Company’s determination that urigeal losses were temporary included the magnitdide o
the unrealized losses in relation to each secsritgst, the nature of the investment and managénent
intent and ability to retain the investment forexipd of time sufficient to allow for anticipatedaovery of
fair value to the Company’s cost basis.

The Company held securities with unrealized losspsesenting declines that were considered temyporar
at June 30, 2010 as follows:
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June 30, 2010

Less than 12 months 12 months or more Total
No. of
Fair Unrealized Positions Fair Unrealized Fair Unrealized
Category Value Losse! Held Value Losse! Value Losse!
(unaudited)
Fixed-Maturity Securities:
U.S. Treasury securities
and obligations of U.S.
government corporations
and agencies $ 455,231 $ (15,635) 1 3 - $ - $ 455231 $ (15,635)
Political subdivisions of
States, Territories and
Possessions 1,807,922 (10,918) 6 - - 1,807,922 (10,918)
Corporate and other
bonds industrial and
miscellaneous 1,426,766 (7,805) 5 - - 1,426,766 (7,805)
Total fixed-maturity
securities 3,689,919 (34,358) 12 - - 3,689,919 (34,358)
Equity Securities:
Preferred stocks $ 44,484 $ (9,161) 7 % - $ - $ 44,484 $ (9,161)
Common stocks 1,388,128 (28,944) 1 - - 1,388,128 (28,944)
Total equity securities 1,432,612 (38,105) 8 - - 1,432,612 (38,105)
Total $ 5,122,531 $ (72,463) 20 $ - $ - $ 5122531 $ (72,463)

Note 5 - Fair Value Measurements

The Company follows GAAP guidance regarding faiueaneasurements. The valuation technique used to
fair value the financial instruments is the markeproach which uses prices and other relevantrirdton
generated by market transactions involving idehbc@omparable assets.

This guidance establishes a three-level hierarbhy trioritizes the inputs to valuation techniquesd to
measure fair value. The fair value hierarchy giveshighest priority to quoted prices in active keds for
identical assets or liabilities (Level 1) and tbevést priority to unobservable inputs (Level 3)thé inputs
used to measure the assets or liabilities fall iwithifferent levels of the hierarchy, the classtion is
based on the lowest level input that is significemthe fair value measurement of the asset orlityab
Classification of assets and liabilities within thierarchy considers the markets in which the asaed
liabilities are traded, including during period rofarket disruption, and the reliability and trangpey of

the assumptions used to determine fair value. Tibeaifthy requires the use of observable market data
when available. The levels of the hierarchy and¢hiavestments included in each are as follows:

Level 1—Inputs to the valuation methodology are quoteccqwi(unadjusted) for identical assets or
liabilities traded in active markets. Included #rese investments traded on an active exchange,asuthe
NASDAQ Global Select Market, U.S. Treasury secesitand obligations of U.S. government agencies,
together with municipal bonds, corporate debt sgearthat are generally investment grade.

Level 2—Inputs to the valuation methodology include quqgtedes for similar assets or liabilities in active
markets, quoted prices for identical or similareas®r liabilities in markets that are not activguts other
than quoted prices that are observable for the as$i@bility and market-corroborated inputs.
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Level 3—Inputs to the valuation methodology are unobsdevédy the asset or liability and are significant
to the fair value measurement. Material assumptamusfactors considered in pricing investment sgear
and other assets may include appraisals, projectesth flows, market clearing activity or liquidity
circumstances in the security or similar securitieet may have occurred since the prior pricingqoker
Included in this valuation methodology are the e=sthte assets owned by the Company that areedtiiiz
its operations.

The availability of observable inputs varies andffected by a wide variety of factors. When thiiation

is based on models or inputs that are less obderastunobservable in the market, the determinadion
fair value requires significantly more judgment.eTHegree of judgment exercised by management in
determining fair value is greatest for investmesgttegorized as Level 3. For investments in thisgty,

the Company considers prices and inputs that arerduas of the measurement date. In periods okehar
dislocation, as characterized by current markeditmms, the observability of prices and inputs nieey
reduced for many instruments. This condition caddse a security to be reclassified between levels.

The Company’s investments are allocated amongngriciput levels at June 30, 2010 and December 31,
2009 as follows:

June 30, 2010
(% in thousands) Level 1 Level 2 Level 3 Total
(unaudited)

Fixed-maturity investments held to maturity
U.S. Treasury securities $ 117 $ - 8 - % 117

Fixed-maturity investments available for sale

U.S. Treasury securities

and obligations of U.S.

government corporations

and agencies 2,545 - - 2,545

Political subdivisions of
States, Territories and

Possessions 6,994 - - 6,994

Corporate and

other bonds 5,040 - - 5,040
Total fixed maturities 14,696 - - 14,696
Equity investments 2,396 - - 2,396
Short term investments - - - -
Total investments $ 17,092 $ - $ - $ 17,092
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December 31, 2009
(% in thousands) Level 1 Level 2 Level 3 Total

Fixed-maturity investments

U.S. Treasury securities

and obligations of U.S.

government corporations

and agencies $ 3564 % - 8 - $ 3564

Political subdivisions of
States, Territories and

Possessions 5,822 - - 5,822

Corporate and

other bonds 3,405 - - 3,405
Total fixed maturities 12,791 - - 12,791
Equity investments 2,187 - - 2,187
Short term investments 225 - - 225

Total investments $ 15203 $ - $ - $ 15,203

Note 6 - Fair Value of Financial Instruments

GAAP requires all entities to disclose the fairualof financial instruments, both assets and lisdsl
recognized and not recognized in the balance sf@etyhich it is practicable to estimate fair valdée
Company uses the following methods and assumpitioastimating its fair value disclosures for finaic
instruments:

Equity and fixed income investmentdrair value disclosures for investments are incluohetNote 4 -
Investments.”

Cash, cash equivalents, and short-term investmeritee carrying values of cash and cash equivalents,
and short-term investments approximate their falu@s because of the short maturity of these invests.

Premiums receivable, reinsurance receivableEhe carrying values reported in the accompanpaignce
sheets for these financial instruments approxinla¢gr fair values due to the short term nature haf t
assets.

Notes receivableThe carrying amount of notes receivable relatethéosale of businesses approximates
fair value because of the recently negotiated esterates based on term of the loan, risk and gtiara

Real Estate Assetsfhe fair value of the land and building includedproperty and equipment, which is
used in the Company’s operations, was based orp@araiaal dated August 31, 2009. The appraisal was
prepared using the sales comparison approach.

Reinsurance balances payabléfhe carrying value reported in the balance slieetthese financial
instruments approximates fair value.

Long-term debt and mandatorily redeemable preferstdck (including related parties)-or fair value of
long-term debt and mandatorily redeemable prefestedk for which there are no quoted market prices,
we estimate that the carrying amount of notes payamd mandatorily redeemable preferred stock
approximates fair value because of the recentlyptiegd interest rates based on term of the lask and
guaranty.
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The estimated fair values of our financial instruseare as follows:

June 30, 2010

December 31, 2009

Carrying Carrying
Value Fair Value Value Fair Value
(unaudited)

Cash, cash equivalents, and short-term investments $ 15199 $ 915119 $ 850,656 $ 850,656
Premiums receivable 5,569,055 5,569,055 4,479,363 4,479,363
Receivables - reinsurance contracts 896,282 896,282 564,408 564,408
Reinsurance receivables 20,568,206 20,568,206 20,849,621 20,849,621
Notes receivable-sale of business 905,700 905,700 1,119,365 1,119,365
Real estate, net of

accumulated depreciation 1,454,184 1,510,000 1,547,629 1,510,000
Reinsurance balances payable 2,432,368 2,432,368 1,918,169 1,918,169
Notes payable (including related parties) 1,473,597 1,473,597 1,085,637 1,085,637
Mandatorily redeemable preferred stock (includielgted parties) - - 1,299,231 1,299,231

Note 7 — Property and Casualty Activity

Loss and Loss Adjustment Expenses

The following table provides a reconciliation oétheginning and ending balances for unpaid lossés a
LAE for the six months ended June 30, 2010 (unadgtit

Balance at January 1, 2010 $ 16,513,318
Less reinsurance recoverables (10,512,203)
6,001,115
Incurred related to:
Current year 2,949,701
Prior years (339,365)
Total incurred 2,610,336
Paid related to:
Current year 1,304,916
Prior years 1,265,139
Total paid 2,570,055
Net balance at end of period 6,041,396
Add reinsurance recoverables 10,281,880
Balance at June 30, 2010 $ 16,323,276

Incurred losses and LAE are net of reinsurancevesoes under reinsurance contracts of $4,006,50.théo
six months ended June 30, 2010.

Loss and loss adjustment expense reserves

The reserving process for loss adjustment expessarves provides for the Company’s best estimate at
particular point in time of the ultimate unpaid ta$ all losses and loss adjustment expenses edurr
including settlement and administration of losse®] is based on facts and circumstances then kaodn
including losses that have been incurred but notogen reported. The process includes using aatuari
methodologies to assist in establishing these astisn judgments relative to estimates of futurémda
severity and frequency, the length of time befossés will develop to their ultimate level and plossible
changes in the law and other external factorsdhatoften beyond the Company’s control. The lotis ra
projection method is used to estimate loss reserVee process produces carried reserves set by
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management based upon the actuaries’ best estandtes the result of numerous best estimates made b
line of business, accident year, and loss and &mjgstment expense. The amount of loss and loss
adjustment expense reserves for reported clainsased primarily upon a case-by-case evaluation of
coverage, liability, injury severity, and any otheformation considered pertinent to estimating the
exposure presented by the claim. The amounts sefdod loss adjustment expense reserves for uneeport
claims are determined using historical informatimnline of insurance as adjusted to current cooiigi
Since this process produces loss reserves set bggeaent based upon the actuaries’ best estirhate, t

is no explicit or implicit provision for uncertaintn the carried loss reserves.

Due to the inherent uncertainty associated withreéeerving process, the ultimate liability may eiff
perhaps substantially, from the original estim&ech estimates are regularly reviewed and updatdd a
any resulting adjustments are included in the cuiryear’s results. Reserves are closely monitornedase
recomputed periodically using the most recent mfation on reported claims and a variety of statidti
techniques. Specifically, on at least a quartedgify the Company reviews, by line of businessstiex
reserves, new claims, changes to existing casevessand paid losses with respect to the currethipaior
years.

Reinsurance

The Company’s reinsurance treaties for both itssétel Lines business, which primarily consists of
homeowners’ policies, and Commercial Lines businetiser than commercial auto were renewed as of
July 1, 2010. The terms of the renewed treatidewiol

Personal Lines

Personal Lines business is reinsured under a 758tagghare treaty which provides coverage up to
$700,000 per occurrence. An excess of loss conpemtides $1,500,000 in coverage excess of the
$700,000 for a total coverage of $2,200,000 peuweace. A total of $41,000,000 of catastrophe caye
has been provided, where the Company retains $800p@r occurrence. Personal Umbrella business
written is reinsured under a 90% quota share trigaijing the Company to a maximum of $100,000 per
risk.

Commercial Lines

Policies written by the Company are reinsured udé&% quota share treaty, which provides coveuage
to $700,000 per occurrence. An excess of losgaciprovides $1,500,000 in coverage excess of the
$700,000 for a total coverage of $2,200,000 peuweace. A total of $7,500,000 of catastrophe cager
has been provided.

Note 8 - Long-Term Debt

Long-term debt and capital lease obligations cormsis

June 30, 201 December 31, 20C
(unaudited)
Less Less
Total Current Long-Term Total Current Long-Term
Debt Maturities Debt Debt Maturities Debt
Capitalized lease $ 23,597 $ 23,597 $ - $ 35,637 % 24,466 $ 11,171
Notes payable 1,450,000 - 1,450,000 1,050,000 - 1,050,000

$ 1,473,597 $ 23,597 $ 1,450,000 $ 1,085,637 $ 24,466 $ 1,061,171
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Notes Payable

As of December 31, 2008, the outstanding prindigdééince of Notes Payable was $1,500,000. On May 12,
2009, three of the holders of the notes exchangealggregate of $519,231 of note principal for Seke
Preferred Stock having an aggregate redemption anemual to such aggregate principal amount ofsote
(see Note 9). Concurrently, the Company paid $49164the three holders, which amount represents all
accrued and unpaid interest and incentive paym#mtsugh the date of exchange. As part of the
transaction, a retirement trust established forlieefit of Jack Seibald, one of the Company’satines

and principal stockholders, exchanged its notdénapproximate principal amount of $288,000 forsba

of Series E Preferred Stock. In addition, a lichiteability company of which Barry Goldstein, the
Company’s Chief Executive Officer (and a directada principal stockholder), is a minority member
exchanged its note in the approximate principal@mof $115,000 for shares of Series E Preferredkst

On May 12, 2009, the Company prepaid $686,539 iimcjgal of the Notes Payable to the remaining five
note holders, together with $81,200, which amoepresents accrued and unpaid interest and incentive
payments on such prepayment.

On June 29, 2009, the Company prepaid the rema#28g,230 in principal of the Notes Payable to such
remaining note holders, together with $19,400, Whacnount represents accrued and unpaid interest and
incentive payments on such prepayment.

From June 2009 through December 2009, the Compampwed $1,050,000 (including $585,000 from
related parties as discussed below) and issuedigsong notes in such aggregate principal amour@ (th
“2009 Notes”). The 2009 Notes provide for interasthe rate of 12.625% per annum through July 10,
2011, at which time the entire principal balancdus. The 2009 Notes are prepayable without prenoum
penalty; provided, however, that, under any cirdamses, the holders of the 2009 Notes are entited
receive an aggregate of six months interest fra@mndbue date of the 2009 Notes with respect tautheunt
prepaid.

From January 2010 through March 26, 2010, the Comrrowed an additional $400,000 under the
terms provided for in the 2009 Notes, of which $200 was borrowed from related parties as discussed
below.

Interest expense on the 2009 Notes for the six hsomihd three months ended June 30, 2010 was
approximately $87,000 and $46,000, respectivelierést expense on the 2009 Notes for the six months
and three months ended June 30, 2009 was appr@tyn$dt,000 and $-0-, respectively.

Aggregate related party borrowings of $785,000aar&llows:

The IRA of Barry Goldstein purchased a 2009 Notthanprincipal amount of $150,000. A limited liatyil
company owned by Mr. Goldstein, along with Sam Yeaind Steven Shapiro (who are both directors of
KICO), purchased a 2009 Note in the principal amair$120,000. Jay Haft, a director of the Company,
purchased a 2009 Note in the principal amount 6f@%. A member of the family of Michael Feinsod, a
director of the Company, purchased a 2009 Notéhénprincipal amount of $100,000. Mr. Yedid and
members of his family purchased 2009 Notes in tiggegate principal amount of $295,000. A member of
the family of Floyd Tupper, a director of KICO, phased a 2009 Note in the principal amount of $¥X@,0
Interest expense on related party borrowings fersik months and three months ended June 30, 2840 w
approximately $47,000 and $24,000, respectively.
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Long-term debt matures as follows:

Years ended December 31,

(unaudited)
2010 (six months) $ 23,597
2011 1,450,000
S 1,473,507

Note 9 - Exchange and Issuance of Stock

Exchange and Issuance of Preferred Stock

Effective April 16, 2008, AIA Acquisition Corp. (“BA”), the holder of the Company’s Series B Prefdrre
Stock exchanged such shares for an equal numistiaoés of Series C Preferred Stock, the terms ahwh
were substantially identical to those of the shafeSeries B Preferred Stock, except that the detdate

for mandatory redemption was April 30, 2009 and $leeies C Preferred Stock provided for dividends at
the rate of 10% per annum.

Effective August 23, 2008, AIA exchanged the Se@eBreferred Stock for an equal number of shares of
Series D Preferred Stock, the terms of which walestntially identical to those of the shares aie®eC
Preferred Stock, except that the outside date tordatory redemption was July 31, 2009.

Effective May 12, 2009, AIA exchanged the Serie®@ferred Stock for an equal number of shares of
Series E Preferred Stock. The terms of the Sé&ti¢xeferred Stock vary from those of the Series D
Preferred Stock as follows: (i) the Series E PrefiStock is mandatorily redeemable on July 31120%
compared to July 31, 2009 for the Series D Prede®t®ck), (ii) the Series E Preferred Stock prositte
dividends at the rate of 11.5% per annum (as coedpsy 10% per annum for the Series D Preferred
Stock), (iii) the Series E Preferred Stock is catike into Common Stock at a price of $2.00 parsh(as
compared to $2.50 per share for the Series D Reef&tock), (iv) the Company’s obligation to redete
Series E Preferred Stock is not accelerated bgsedl aisale of substantially all of its assets otage of its
subsidiaries (as compared to the Series D Pref&tack which provided for such acceleration) andife
Company’s obligation to redeem the Series E Predei$tock is not secured by the pledge of the
outstanding stock of its subsidiary, AIA-DCAP Co(ps compared to the Series D Preferred Stock which
provided for such pledge). The current aggregademption amount for the Series E Preferred Stetdk h
by AIA is $780,000, plus accumulated and unpaidddinds. Members of Mr. Goldstein’s family, Sam
Yedid and Steven Shapiro are among the stockhottfeAdA. Interest expense on related party preférre
stock for the six months and three months ended 30n 2010 was approximately $68,000 and $34,000,
respectively. Interest expense on related partiepred stock for the six months and three monttdedn
June 30, 2009 was approximately $51,000 and $31r@8pectively.

On May 12, 2009, three holders of the Company’selld®ayable exchanged $519,231 of the principal
balance of such notes for shares of Series E Peef&tock having an aggregate redemption amount of
$519,231 (see Note 8).

Upon issuance, the Preferred Stock was reporteal lagility, in accordance with GAAP guidance for
accounting for certain financial instruments witiacacteristics of both liabilities and equity. FRbe six
months ended June 30, 2010 and 2009, the prefdivesiends have been classified as interest expehse
$74,706 and $52,452, respectively. For the threaths ended June 30, 2010 and 2009, the preferred
dividends have been classified as interest expei$®7,353 and $32,952, respectively.

Exchange and Issuance of Common Stock
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Effective June 30, 2010, all 1,299 shares of Séfi€seferred Stock were exchanged for 787,409 sludre
Common Stock (the Exchange). The conversion mic®2.00 per share of Common Stock, pursuant to
the terms of the Preferred Stock, was decreas#il.6b per share, which approximates the fair vafube
Company’s Common Stock issued in the Exchange.

The Exchange was treated as an extinguishmentbdf d&ince the fair value of the Common Stock idsue
in the aggregate approximated the Preferred Stamks/ing value, no gain or loss was reported as th
transaction. Among the holders of the Series Edpmed Stock, related parties were as follows: (A A
Partners, LLC (“AlA”) which exchanged 780 sharesSdries E Preferred Stock for 472,727 shares of
Common Stock, (ii) a retirement trust for the bénafJack Seibald, a director and principal stamkler of

the Company, which exchanged approximately 288eshaf Series E Preferred Stock for 174,824 shares
of Common Stock and (iii) Kidstone LLC (“Kidstonetyhich exchanged approximately 115 shares of
Series E Preferred Stock for 69,929 shares of Camfstock.

Steven Shapiro, a director of KICO, a wholly-owrsedbsidiary of the Company, members of the family of
Barry B. Goldstein, the Company’s Chief Executiviiic@r and a principal stockholder and a directbr o
the Company, and members of the family of Sam Y,eaidirector of KICO, are members of AlA. AlA
directed that the shares issuable to it upon tlohange be issued to its members. Mr. Shapiro and M
Goldstein’s wife received 55,593 and 130,472 shaespectively, of the shares issued. In addithn,
Shapiro, Mr. Goldstein and a member of Mr. Yedithsiily are the members of Kidstone. Kidstone
directed that the shares issuable to it upon tlohange be issued to its members. Mr. Shapiro and M
Goldstein received 23,310 and 23,309 shares, regplgc of the shares issued.

Note 10 — Equity Stock Compensation

Other Equity Compensation

Other equity compensation consists of: (a) 50,0@0es granted to the Company’s Chief Executiveceffi
pursuant to an amended employment agreement dasechM4, 2010, and (b) 7,878 shares granted to
directors during the second quarter of 2010. Threv&due of stock grants is as follows:

Grant Shares Fair Value
Chief Executive Officer 50,000$ 112,000
Directors 7,878 21,129

57,878 $ 133,129

Stock Options

In December 2005, the Company’s shareholderseadtthie adoption of the 2005 Equity ParticipatioanP!
(the “2005 Plan™), which provides for the issuaméencentive stock options, non-statutory stockiamd

and restricted stock. Under the 2005 Plan, a maxirou300,000 shares of Common Stock were permitted
to be issued pursuant to options granted and eesdrstock issued. In March 2010, the Board oé@uors

of the Company increased the number of shares ofn@mn Stock authorized to be issued pursuant to the
2005 Plan to 550,000, subject to stockholder amroMn June 2010, the stockholders approved the
increase to 550,000 shares. Incentive stock aptipanted under the 2005 Plan expire no later than
years from date of grant (except no later than jigars for a grant to a 10% stockholder). The Badrd
Directors or the Stock Option Committee will deteérenthe expiration date with respect to non-stajuto
options, and the vesting provisions for restrigeatk, granted under the 2005 Plan.

The results of operations for the six months andetrmonths ended June 30, 2010 include share-based
compensation expense related to stock optiondgrigtapproximately $138,000 and $49,000, respegtivel
The results of operations for the six months andetrmonths ended June 30, 2009 include share-based
compensation expense related to stock optionsirigtalpproximately $14,000 and $7,000, respectively.
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Such amounts have been included in the Condensetoldated Statements of Operations and
Comprehensive Income (Loss) within general and atitnative expenses.

Stock option compensation expense in 2010 and 2008e estimated fair value of options granted
amortized on a straight-line basis over the retpiservice period for the entire portion of the edlvd he
weighted average estimated fair value of stockomgtigranted during the six months ended June 3@ 20
was $2.04 per share. The fair value of optionshatgrant date was estimated using the Black-Scholes
pricing model. No stock options were granted dutimg six months ended June 30, 2009. The following
assumptions were used for grants during the sixtinsoended June 30, 2010:

Dividend Yield 0.00%
Volatility 101.25%
Risk-Free Interest Rate 2.62%
Expected Life 5 years

A summary of option activity under the 2005 Plawl éime Company’s 1998 Stock Option Plan as of June
30, 2010, and changes during the six months thdackrs as follows:

Weighted
Weighted Average
Average Remaining Aggregate
Number of Exercise Price Contractual Intrinsic
Stock Options Shares per Share Term Value
Outstanding at January 1, 2010 225,000 $ 2.24 3.17 $ 67,550
Granted 188,865 $ 2.50 $ 73,657
Exercised - $ - $ -
Forfeited - $ $ -
Outstanding at June 30, 2010 413,865 $ 2.36 3.62 $ 223,207
Vested and Exercisable at June 30, 2010 173,466 $ 2.31 2.78 $ 105,152

The aggregate intrinsic value of options outstagdind options exercisable at June 30, 2010 is ledéxl

as the difference between the exercise price of uhgerlying options and the market price of the
Company’s common shares for the shares that hadiseerices that were lower than the $2.89 closing
price of the Company’s common shares on June 300).20No options were exercised in the six months
ended June 30, 2010 and 20089.

As of June 30, 2010, the fair value of unamortizedhpensation cost related to unvested stock option
awards was approximately $244,000. Unamortized emrsgtion cost as of June 30, 2010 is expected to be
recognized over a remaining weighted-average \ggtmniod of 2.43 years.

Note 11 — Income Taxes

The Company files a consolidated U.S. Federal Ircohax return that includes all wholly-owned
subsidiaries. KICO and its subsidiaries are codatéid as of July 1, 2009. State tax returns agd fin a
consolidated or separate basis depending on aplgdidaws. The Company’s effective tax rate from
continuing operations for the six months and thremths ended June 30, 2010 was 43.5% and 45.6%,
respectively. The Company’s effective tax rate froomtinuing operations for the six months and three
months ended June 30, 2009 was 48.1% and 63.1pgctesely.
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At December 31, 2009, the Company had the follomiegoperating loss carryforwards for tax purposes:

Type of NOL Amount Expiration
Federal and State $ 1,879,290 December 31, 2028
Federal and State 1,086,031 December 31, 2029
Total Federal and State $ 2,965,321
Additional NOL for State only $ 1,131,568 December 31, 2027
Amount subject to Annual Limitation, Federal oniy) ( $ 150,000 December 31,2019

(A) NOL is subject to Internal Revenue Code Sec888&, which places a limitation on the utilizatioh
the federal net operating loss to approximately, 1@ per year (“Annual Limitation”) as a result f
greater than 50% ownership change of the Compad@®®. The losses subject to the Annual Limitation
will be available for future years, expiring thrédu@ecember 31, 2019.

For the year ended December 31, 2009, the gaincquisation of KICO was treated as a permanent
difference for income tax purposes. For the six themand three months ended June 30, 2010 and BB09 t
tax effects from discontinued operations were r@edrin continuing operations.

Deferred tax assets and liabilities are determungdg the enacted tax rates applicable to the g¢ehe
temporary differences are expected to be recovéyecbrdingly, the current period income tax proorsi

can be affected by the enactment of new tax rdtes. net deferred income taxes on the balance sheet
reflect temporary differences between the carryamgounts of the assets and liabilities for financial
reporting purposes and income tax purposes, tacteff at a various rates depending on whether the
temporary differences are subject to Federal ta®émste taxes, or both. Significant components ef th
Company’s deferred tax assets and liabilities arfiows:

June 30, December 31,
201C 200¢
(unaudited)
Deferred tax asset:
Net operating loss carryovers $ 1,190,965 $ 952,297
Claims reserve discount 156,989 152,951
Unearned premium 518,394 337,422
Loss and loss adjustment expenses 39,100 78,200
Deferred ceding commission revenue 1,048,366 1,121,403
Stock compensation expense 53,000 -
Loss from uninsured bank deposits - 83,691
Other 37,687 137,300
Total deferred tax assets 3,044,501 2,863,264
Deferred tax liability:
Investment in KICO 1,169,000 1,169,000
Deferred acquisition costs 1,171,511 992,115
Intangibles 1,487,243 1,568,114
Depreciation and amortization 212,559 192,838
Net unrealized appreciation of securities - avéddbr sale 112,915 114,453
Net unrealized appreciation of securities - heldhadurity 3,607 -
Total deferred tax liabilities 4,156,835 4,036,520
Net deferred income tax liability $ (1,112,334) $ (1,173,256)

In assessing the valuation of deferred tax asdesCompany considers whether it is more likelynthat
that some portion or all of the deferred tax assétsnot be realized. The ultimate realizationddferred
tax assets is dependent upon the generation ofeftié&xable income during the periods in which those
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temporary differences become deductible. No valnatllowance against deferred tax assets has been
established as the Company believes it is mordyltken not the deferred tax assets will be redlizased
on the historical taxable income of KICO.

Effective January 1, 2009, the Company adopted GAAaiance for the “Accounting for Uncertainty in
Income Taxes” and had no material unrecognizeddaefit and no adjustments to liabilities or opers
were required. Additionally, Accounting for Uncery in Income Taxes, provides guidance on the
recognition of interest and penalties related ttoime taxes. There were no interest or penaltiesectito
income taxes that have been accrued or recogngzetiand for the six months ended June 30, 20Xhyf
had been recognized these would be reported ilmadax expense.

Note 12 - Net Income (Loss) Per Common Share

Basic net earnings per common share is computedliaging income (loss) available to common
shareholders by the weighted-average number of @amshares outstanding. Diluted earnings per share
reflect, in periods in which they have a dilutiiéeet, the impact of common shares issuable up@ncese

of stock options and conversion of mandatorily esdable preferred shares. The computation of diluted
earnings per share excludes those options and noaihglaedeemable preferred shares with an exercise
price in excess of the average market price oQibimpany’s common shares during the periods presgente

For the six months and three months ended Jun@@I0) there were 153,468 vested options with an
exercise price in excess of the average markee¢ @iiche Company’s common shares during the period.
For the six months and three months ended Jun2(3@, the inclusion of 39,178 net common shares and
38,459 net common shares, respectively, assumaslsted upon the exercise of such options in the
computation of diluted earnings per share wouldeha@en anti-dilutive for both periods, and as altes
the weighted average number of common shares ustx icalculation of basic and diluted earnings per
common share have not been adjusted for the efbéstsch options.

For the six months and three months ended Jun@@m, the Company recorded a loss available to

common shareholders and, as a result, the weigivedage number of common shares used in the
calculation of basic and diluted loss per commoarshs the same, and have not been adjusted for the
effects of 814,615 potential common shares fromxeresed stock options and the conversion of

convertible preferred shares, which were anti-gitufor such period.

Note 13 - Commitments and Contingencies

Litigation

From time to time, the Company is involved in vasolegal proceedings in the ordinary course of
business. For example, to the extent a claim asbday a third party in a law suit against one & th
Company’s insureds covered by a particular polibg, Company may have a duty to defend the insured
party against the claim. These claims may relateoidily injury, property damage or other compensabl
injuries as set forth in the policy. Such procegdiare considered in estimating the liability fosd and
LAE expenses. The Company is not subject to angrofiending legal proceedings that management
believes are likely to have a material adverseceffe the financial statements.

Note 14 - Discontinued Operations

Retail Business

In December 2008, due to declining revenues anfikptbe Company decided to restructure its netwadrk
retail offices (the “Retail Business”). The planrektructuring called for the closing of seven lté teast
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profitable locations during the month of Decemb@®0& and the entry into negotiations to sell the
remaining 19 locations in the Retail Business.

On April 17, 2009, the Company’s wholly-owned sudlimiies that owned and operated its 16 remaining
Retail Business locations in New York State soldssantially all of their assets, including the baoafk
business (the “New York Assets”). The purchaseepifor the New York Assets was approximately
$2,337,000, of which approximately $1,786,000 wail @t closing. Promissory notes in the aggregate
approximate original principal amount of $551,000e(“New York Notes”) were also delivered at the
closing. The New York Notes are payable in instalits of approximately $73,000 on March 31, 2010,
monthly installments of $50,000 each between ARBil 2010 and November 30, 2010 and a payment of
approximately $105,000 on November 30, 2010, angige for interest at the rate of 12.625% per annum
As additional consideration, the Company shall hétled to receive through September 30, 2010 an
additional amount equal to 60% of the net commissiderived from the book of business of six NewkYor
retail locations that were closed in 2008.

Effective June 30, 2009, the Company sold all ef dtstanding stock of the subsidiary that operdated
three remaining Pennsylvania stores (the “Pennmidv&tock”). The purchase price for the Pennsybvan
Stock was approximately $397,000 which was paiddbijvery of two promissory notes, one in the
approximate principal amount of $238,000 and payatith interest at the rate of 9.375% per annum in
120 equal monthly installments, and the other ia #pproximate principal amount of $159,000 and
payable with interest at the rate of 6% per annui®0 monthly installments commencing August 10,1201
(with interest only being payable prior to suchejat

As a result of the restructuring in December 2008,sale of the New York Assets on April 17, 2008 a

the sale of the Pennsylvania Stock effective June2809, the operating results of the Retail Bussne
operations for the six months and three months eeddme 30, 2010 and 2009 have been presented as
discontinued operations. Net assets and liatslitiebe disposed of or liquidated, at their bodki@ahave
been separately classified in the accompanyingibalaheets at June 30, 2010 and December 31, 2009.

Franchise Business

Effective May 1, 2009, the Company sold all of thestanding stock of the subsidiaries that operased
DCAP franchise business (collectively, the “Frasehstock”). The purchase price for the FranchiselSt
was $200,000 which was paid by delivery of a pramig note in such principal amount (the “Franchise
Note”). The Franchise Note is payable in instatitseof $50,000 on May 15, 2009, $50,000 on May 1,
2010, and $100,000 on May 1, 2011 and provideinterest at the rate of 5.25% per annum. A priaicip
of the buyer is the son-in-law of Morton L. Certdm one of the Company'’s principal shareholders.

As a result of the sale of the Franchise Stockoferating results of the franchise business op&sfor

the six months and three months ended June 30, 20d02009 have been presented as discontinued
operations. Net assets and liabilities to be dispdoof or liquidated, at their book value, havenbee
separately classified in the accompanying balaheets at June 30, 2010 and December 31, 2009.

Consolidated Discontinued Operations

Summarized financial information of consolidatedodintinued operations for the six months and three
months ended June 30, 2010 and 2009 follows:
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For the Three Months Ended For the Six Months Ended

June 30, June 30,
2010 2009 2010 2009
(unaudited) (unaudited)
Total revenue $ - $ 305915 $ - $ 1,242,628
Operating Expenses:
General and administrative expenses - 463,566 - 1,358,701
Depreciation and amortization - 13,607 - 61,542
Interest expense - 1,161 - 10,483
Impairment of intangibles - 49,470 - 49,470
Total operating expenses - 527,804 - 1,480,196
Loss from operations - (221,889) - (237,568)
Loss on sale of business - (22,704) - (22,704)
Additional consideration on sale of businesses 10,000 - 23,848 -
Income (loss) before income taxes 10,000 (244,593) 23,848 (260,272)
Benefit from income taxes - (76,499) - (76,499)
Income (loss) from discontinued operations,
net of benefit from income tax $ 10,00 $ (168,094 $ 23,846 $ (183,773

The components of assets and liabilities of codatdid discontinued operations as of June 30, 20d0 a
December 31, 2009 are as follows:

June 30, December 31,
2010 2009
(unaudited)
Total assets $ - $ -
Accounts payable and accrued expenses $ - $ 26,000
Total liabilities $ - $ 26,00(
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS.

Overview

On July 1, 2009, we completed the acquisition dd%0of the issued and outstanding common
stock of Kingstone Insurance Company (“KICO”) (ferly known as Commercial Mutual Insurance
Company (“CMIC”")) pursuant to the conversion of G3Mrom an advance premium cooperative to a stock
property and casualty insurance company (see Note 8he Consolidated Financial Statements -
“Acquisition of Kingstone Insurance Company”). Ruast to the plan of conversion, we acquired a 100%
equity interest in KICO, in consideration for theckange of $3,750,000 principal amount of surploes
of CMIC. In addition, we forgave all accrued andpaiu interest of approximately $2,246,000 on the
surplus notes as of the date of conversion.

Effective July 1, 2009, we now offer property arawalty insurance products to small businesses
and individuals in New York State through our sdimiy, KICO. The effect of the KICO acquisition is
only included in our results of operations and démhs for the period from July 1, 2009 through €180,
2010. Accordingly, discussions pertaining to KIC@ anly include the six months ended June 30, 2010

Until December 2008, our continuing operations jaiiiy consisted of the ownership and operation
of 19 insurance brokerage and agency storefromtfyding 12 Barry Scott locations in New York State
three Atlantic Insurance locations in Pennsylvaara] four Accurate Agency locations in New Yorkt8ta
In December 2008, due to declining revenues anfitprave made a decision to restructure our netvadrk
retail offices (the “Retail Business”). The planrektructuring called for the closing of seven of teast
profitable locations during December 2008 and tie sf the remaining 19 Retail Business locatio@s
April 17, 2009, we sold substantially all of thesets, including the book of business, of the 16aiamg
Retail Business locations that we owned in New YS8tkte (the “New York Sale”). Effective June 30,
2009, we sold all of the outstanding stock of tlssdiary that operated our three remaining Retall
Business locations in Pennsylvania (the “Pennsydv&ale”). As a result of the restructuring in Beber
2008, the New York Sale on April 17, 2009 and tearsylvania Sale effective June 30, 2009, our Retai
Business has been presented as discontinued aperatd prior periods have been restated.

Through April 30, 2009, we received fees from 3hbhised locations in connection with their use
of the DCAP name. Effective May 1, 2009, we soldodlthe outstanding stock of the subsidiaries that
operated our DCAP franchise business. As a re$tifite sale, our franchise business has been piessas
discontinued operations and prior periods have bestated.

In our Retail Business discontinued operationsjibarance storefronts served as insurance agents
or brokers and placed various types of insurancbetralf of customers. Our Retail Business focused
automobile, motorcycle and homeowner’s insurancg am customer base was primarily individuals
rather than businesses.

The stores also offered automobile club servicesdadside assistance and some of our franchise
locations offered income tax preparation services.

The stores from our Retail Business discontinuegtaimpns received commissions from insurance
companies for their services. Prior to July 1, 200either we nor the stores served as an insurance
company and therefore we did not assume undergnitgsks; however, as discussed above, effective Jul
1, 2009, we acquired a 100% equity interest in KICO
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Critical Accounting Policies

Our consolidated financial statements include tt@ants of Kingstone Companies, Inc. and all
majority-owned and controlled subsidiaries. Theppration of financial statements in conformity with
accounting principles generally accepted in thetéthStates requires our management to make essimate
and assumptions in certain circumstances that taietounts reported in our consolidated financial
statements and related notes. In preparing thesmndial statements, our management has utilized
information available including our past histomydustry standards and the current economic envieatm
among other factors, in forming its estimates andgments of certain amounts included in the
consolidated financial statements, giving due aersition to materiality. It is possible that théimate
outcome as anticipated by our management in fommnglaits estimates inherent in these financial
statements might not materialize. However, appboadf the critical accounting policies below inves
the exercise of judgment and use of assumptiorte &sture uncertainties and, as a result, actusllte
could differ from these estimates. In addition,estbompanies may utilize different estimates, whithy
impact comparability of our results of operationghtose of companies in similar businesses.

We believe that the most critical accounting pekcrelate to the reporting of reserves for loss and
LAE, including losses that have occurred but haveheen reported prior to the reporting date, art®oun
recoverable from third party reinsurers, deferradicy acquisition costs, deferred income taxes, the
impairment of investment securities, intangibleetéss@nd the valuation of stock based compensédfiea.
Note 2 to the Consolidated Financial Statementéccbunting Policies and Basis of Presentation” for
information related to updated accounting policies.

Consolidated Results of Operations

We completed the acquisition of KICO on July 1, 208ccordingly, our consolidated revenues
and expenses reflect significant changes as atrefsthiis acquisition particularly through the atitoh of
our insurance underwriting business that now inetuall of the operations of KICO.

We have changed the presentation of our businssé#tseby reclassifying our previously reported
continuing operations based on reporting standardssurance underwriters. The prior period disol@s
have been restated to conform to the current ptasem. Other income primarily consists of premium
finance fee income on loans financed by a thirdypfinance company. General corporate overhead not
incurred by our underwriting business is allocdtedther operating expenses.

Due to the acquisition of KICO and the commencenaérur insurance underwriting business on
July 1, 2009, and the discontinuance of all busirgserations previously in place before the actiorsi
date, the comparability of information between ¢erarand years is less meaningful.

In December 2008, due to declining revenues anfithrove made a decision to restructure our
network of retail offices (the “Retail BusinessThe plan of restructuring called for the closingsefren of
our least profitable locations during December 2@08l the sale of the remaining 19 Retail Business
locations. On April 17, 2009, we sold substantialllyof the assets, including the book of businesshe
16 remaining Retail Business locations that we ahineNew York State (the “New York Sale”). Effeativ
June 30, 2009, we sold all of the outstanding staickhe subsidiary that operated our three remginin
Retail Business locations in Pennsylvania (the fiRglvania Sale”). As a result of the restructuring
December 2008, the New York Sale on April 17, 2608 the Pennsylvania Sale effective June 30, 2009,
our Retail Business has been presented as disuedtoperations.

Effective May 1, 2009, we sold all of the outstargistock of the subsidiaries that operated our
DCAP franchise business. As a result of the salefranchise business has been presented as dsgeoht
operations.
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After taking into effect the sale of our businesasgliscussed above, our continuing operations for
the six months and three months ended June 30, @fisted of premium finance fee income on loans
financed by a third party finance company, corporaverhead, interest expense on notes payable and
mandatorily redeemable preferred stock, and intémesme on notes receivable.

Separate discussions follow for results of contiguwperations and discontinued operations.

Six Months Ended June 30, 2010 Compared Six MonHErsded June 30, 2009

Six months ended June 30,

(% in thousands 201( 200¢ Change Percent
Revenues
Net premiums earned $ 4,840 - $ 4840 (A
Ceding commission revenue 4,182 - 4,182 (A)
Net investment income 281 - 281 (A)
Net realized gain on investments 145 - 145 (A)
Other income 449 357 92 258 %
Total revenues 9,897 357 9,540 2,672.3 %
Expenses
Loss and loss adjustment expenses 2,610 - 2,610 (A)
Commission expense 2,360 - 2,360 (A)
Other underwriting expenses 2,532 - 2,532 (A)
Other operating expenses 917 667 250 375 %
Depreciation and amortization 308 9 299 3,322.2 %
Interest expense 92 133 (42) (30.8) %
Interest expense - mandatorily
redeemable preferred stock 75 52 23 442 %
Total expenses 8,894 861 8,033 933.0 %
Income (loss) from operations 1,003 (504) 1,507 299.0 %
Interest income-CMIC note receivable - 68 (68) (100.0) %
Income (loss) from continuing operations
before taxes 1,003 (436) 1,439 330.0 %
Provision for (benefit from) income tax 436 (210) 646 307.6 %
Income (loss) from continuing operations 567 (226) 793 350.9 %
Income (loss) from discontinued
operations, net of taxes 24 (184) 208 113.0 %
Net income (loss $ 591 $ (410)$ 1,001 2441 %

Percent of total revenues:

Net premiums earned 48.9% 0.0%
Ceding commission revenue 42.3% 0.0%
Net investment income 2.8% 0.0%
Net realized gains on investments 1.5% 0.0%
Other income 4.5% 100.0%

100.0% 100.0%

(A) Not applicable due to the acquisition of KIC@ duly 1, 2009

Continuing Operations

During the six months ended June 30, 2010 (“201@Yenues from continuing operations were
$9,897,000, as compared to $357,000 for the sixtinsoended June 30, 2009 (“2009”"). The increase in
total revenues was due to the increases in allceswf revenue stemming from the acquisition of &IC
that occurred on July 1, 2009.
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The positive cash flow from operations was the ltesfuthe KICO acquisition. The tax equivalent
investment yield, excluding cash, was 5.80% at J8De2010. Realized capital gains from securities
acquired in the KICO acquisition had a cost bagisakto their fair market value as of the acquositdate
on July 1, 2009.

Total expenses in 2010 were $8,894,000, as compar&861,000 in 2009. The increase in total
expenses was due to the increases in all categreegenses stemming from the acquisition of Kih&x
occurred on July 1, 2009.

Interest income from CMIC notes receivable in 20dds $-0-, as compared to $68,000 in 2009.
The decrease in 2010 was due to the forgivenesiseafiotes receivable in exchange for our 100% gquit
interest of KICO on July 1, 2009.

The provision for income taxes (including stateegxwas $436,000 in 2010, as compared to a tax
benefit of $210,000 in 2009. The increase in 20E3 wWue to the change from a loss from continuing
operations before taxes in 2009 to income from inamig operations before taxes in 2010. The tax
provision/benefit on income from continuing opesas in both periods include the tax provision/bignef
resulting from discontinued operations.

Discontinued Operations

The following table summarizes the changes in #sults of our discontinued operations (in
thousands) for the periods indicated:

Six months ended June 30,
in thousands ¢ ange erceni
$inth d 201C 200¢ Change P

Total revenue $ - $ 1,242 $(1,242) (100)%

Operating Expenses:

General and administrative expenses -1,359 (1,359) (100)%
Depreciation and amortization - 62 (62) (100)%
Interest expense - 10 (10) (100)%
Impairment of intangibles - 49 (49) (100)%
Total operating expenses - 1,480 (1,480) (100)%
Loss from operations - (238) 238 100 %
Loss on sale of business (22) 22 100 %
Additional consideration on sale of business 24 - 24 nla
Income (loss) before benefit from income taxes 24 (260) 284 109 %
Benefit from income taxes - (76) 76 n/a
Income (loss) from discontinued operati $ 24 $ (184 $ 20€ 11 %

The decrease in revenue and expenses in our disgedtin 2010 as compared to 2009 was
attributable to: (i) the cessation of operation®um Retail Business of the 16 remaining storeatkxt in
New York as a result of the sale of their asset&\pnl 17, 2009, and the sale of our Pennsylvatises
on June 30, 2009, and (ii) in our discontinued Ehése Business, the sale on May 1, 2009 of alhef t
outstanding stock of the subsidiaries that operatedCAP franchise business.

Net income

Net income was $591,000 for 2010, compared to dosstof $410,000 in 2009. The increase in net
income was due to the inclusion of KICO’s operasi@ifective July 1, 2009, and the cessation of our
discontinued operations.
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Three Months Ended June 30, 2010 Compared Three MwsnEnded June 30, 2009

Three months ended June 30,

($ in thousands 201(C 200¢ Change Percent
Revenues
Net premiums earned $ 2,62% - $ 2622 (A
Ceding commission revenue 1,971 - 1971 (A
Net investment income 149 - 149 (A)
Net realized gain on investments 110 - 110 (A)
Other income 228 245 17) (6.9) %
Total revenues 5,080 245 4835 19735 %
Expenses
Loss and loss adjustment expenses 1,176 - 1,176 (A
Commission expense 1,223 - 1,223 (A
Other underwriting expenses 1,428 - 1,428 (A
Other operating expenses 377 385 (8) (2.1) %
Depreciation and amortization 151 5 146 2,920.0 %
Interest expense 47 53 (6) (11.3) %
Interest expense - mandatorily
redeemable preferred stock 38 32 6 18.8 %
Total expenses 4440 475 3,965 834.7 %

Income (loss) from operations 640 (230) 870 3783 %
Interest income-CMIC note receivable - 37 (37)  (100.0) %
Income (loss) from continuing operations

before taxes 640  (193) 833 4316 %
Provision for (benefit from) income tax 292 (122) 414 3393 %
Income (loss) from continuing operations 348 (71) 419 590.1 %
Income (loss) from discontinued
operations, net of taxes 10 (168) 178 106.0 %
Net income (loss $ 358 $ (239) $ 597 249.8 %

Percent of total revenues:

Net premiums earned 51.6% 0.0%
Ceding commission revenue 38.8% 0.0%
Net investment income 2.9% 0.0%
Net realized gains on investments 2.2% 0.0%
Other income 4.5% 100.0%

100.0% 100.0%

(A) Not applicable due to the acquisition of KIC@ duly 1, 2009
Continuing Operations

During the three months ended June 30, 2010 (“QD'30revenues from continuing operations
were $5,081,000, as compared to $245,000 for treetmonths ended June 30, 2009 (“Q2 2009"). The
increase in total revenues was due to the increassksources of revenue stemming from the adtjois
of KICO that occurred on July 1, 2009.

The positive cash flow from operations was the ltesuthe KICO acquisition. Realized capital
gains from securities acquired in the KICO acgigrithiad a cost basis equal to their fair marketeas of
the acquisition date on July 1, 2009.
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Total expenses in Q2 2010 were $4,440,000, as amupa $475,000 in Q2 2009. The increase in
total expenses was due to the increases in aljoaés of expenses stemming from the acquisition of
KICO that occurred on July 1, 2009.

Interest income from CMIC notes receivable in Q2@Was $-0-, as compared to $37,000 in Q2
2009. The decrease in 2010 was due to the forgbgeokthe notes receivable in exchange for our 100%
equity interest of KICO on July 1, 2009.

The provision for income taxes (including stateexwas $292,000 in Q2 2010, as compared to a
tax benefit of $122,000 in Q2 2009. The increas®t 2010 was due to the change from a loss from
continuing operations before taxes in Q2 2009 tmwmme from continuing operations before taxes in0201
The tax provision/benefit on income from continuingerations in both periods include the tax
provision/benefit resulting from discontinued op&nas.

Discontinued Operations

The following table summarizes the changes in #&ults of our discontinued operations (in
thousands) for the periods indicated:

Three months ended June 30,
(% in thousands 201( 200¢ Change Perceni

Total revenue $ - $ 305 % (305) (100)%

Operating Expenses:

General and administrative expenses - 463 (463) (100)%
Depreciation and amortization - 14 (14) (100)%
Interest expense - 1 (1) (100)%
Impairment of intangibles - 49 (49) (100)%
Total operating expenses - 527 (527) (100)%
Loss from operations - (222) 222 100 %
Loss on sale of business - (22) 22 100 %
Additional consideration on sale of business 10 - 10 nla
Income (loss) before benefit from income taxes 10 (244) 254 104 %
Benefit from income taxes - (76) 76 100 %
Income (loss) from discontinued operati $ 1C $ (168 $ 17€ 10€ %

The decrease in revenue and expenses in our disgedtin Q2 2010 as compared to Q2 2009 was
attributable to: (i) the cessation of operation®um Retail Business of the 16 remaining storeatkxt in
New York as a result of the sale of their asset&\pnl 17, 2009, and the sale of our Pennsylvatiaes
on June 30, 2009, and (ii) in our discontinued Ehése Business, the sale on May 1, 2009 of alhef t
outstanding stock of the subsidiaries that operateddCAP franchise business.

Net income

Net income was $358,000 for Q2 2010, compared twetaloss of $239,000 in Q2 2009. The
increase in net income was due to the inclusioKIGfO’s operations effective July 1, 2009, and the
cessation of our discontinued operations.

Insurance Underwriting Business on a Standalone Bas

Our insurance underwriting business reported otaadslone basis for the three months and six
months ended June 30, 2010 is as follows:
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Revenues
Net premiums earned
Ceding commission revenue
Net investment income
Net realized gain on investments
Other income
Total revenues

Expenses
Loss and loss adjustment expenses
Commission expense
Other underwriting expenses
Depreciation and amortization
Total expenses

Income from operations
Income tax expense
Net income

An analysis of our direct, assumed and ceded egoneaiums, loss

ratios is shown below:

Three Months
ended
June 30, 2010

Six Months
ended
June 30, 2010

$ 2,622,114 $ 4,840,061
1,971,144 4,182,281
148,923 281,203
110,089 144,749
87,091 162,168
4,939,361 9,610,462
1,175,718 2,610,336
1,223,484 2,360,103
1,428,142 2,532,062
150,972 306,601
3,978,316 7,809,102
961,045 1,801,360
334,796 610,610

$ 626,24! $ 1,190,75

and loss adjust expenses, and loss

Direct Assumed Ceded Net
Six months ended June 30, 2010:
Written premiums $ 16,593,343% 3,136 $ (9,513,527)$ 7,082,952
Unearned premiums (2,530,237) 2,072 285,274  (2,242,891)
Earned premiums $ 14,063,1065 5,208 $ (9,228,253)$ 4,840,061
Loss and loss adjustment expenses $ 6,612,184 4,718 $ (4,006,516)$ 2,610,336
Loss ratio 47.0% 90.6% 43.4% 53.9%
Three months ended June 30, 2010:
Written premiums $ 8,932,360% 1,775 $ (5,229,674)$ 3,704,461
Unearned premiums (1,640,879) 663 557,869 (1,082,347)
Earned premiums $ 7,291,481% 2,438 $ (4,671,805)$ 2,622,114

Loss and loss adjustment expenses $

2,538,084 3,588 $

(1,365,954)$ 1,175,718

Loss ratio

Key Measures

34.8% 147.2%

29.2% 44.8%

Net loss ratio The net loss ratio is a measure of the undengriprofitability of an insurance
company’s business. Expressed as a percentages tthie ratio of net losses and LAE incurred to net

premiums earned.

Net underwriting expense ratioThe net expense ratio is a measure of an inseraompany’s
operational efficiency in administering its busisieExpressed as a percentage, this is the rativeafum
of acquisition costs and other underwriting expsriess ceding commission revenue less other income

net premiums earned.
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Net combined ratio The net combined ratio is a measure of an insgrastompany’s overall
underwriting profit. This is the sum of the netdand net underwriting expense ratios. If the petlined
ratio is at or above 100 percent, an insurance eompannot be profitable without investment incoarej
may not be profitable if investment income is irigignt.

Net premiums earned less expenses included in comdi ratio (underwriting
income) Underwriting income is a measure of an insuracaepany’s overall operating profitability
before items such as investment income, intergstrese and income taxes.

The key measures for our insurance underwritingniess for the six months ended June 30, 2010
are as follows:

Net premiums earned $4,840,061
Ceding commission revenue 4,182,281
Other income 162,168
Loss and loss adjustment expenses 2,610,336

Acquistion costs and other underwriting expenses:

Commission expense 2,360,103

Other underwriting expenses 2,532,062
Total acquistion costs and other underwriting esgsn 4,892,165
Underwriting incom $1,682,00!

Key Measures:

Net loss ratio 53.9%
Net underwriting expense ratio 11.3%
Net combined ratio 65.2%

Reconciliation of net underwriting expense ratio:

Acquisition costs and other underwriting expenses $ 892,165
Less: Ceding commission revenue (4,182,281)
Less: Other income (162,168)

_$ 547710
Net earned premiu $4,840,06:

Investments
Portfolio Summary

The following table presents a breakdown of the rdized cost, aggregate fair value and unrealized
gains and losses by investment type as of Jun2AM, and December 31, 2009:
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Available for Sale Securities

June 30, 2010

Cost or Gross Gross Unrealized Losses % of
Amortized Unrealized Less than 12 More than 12 Fair Fair
Category Cost Gains Months Months Value Value
U.S. Treasury securities and
obligations of U.S. government
corporations and agencies $ 2,474,4973% 85,905 $ (15,635) $ - $ 2544,767 15.0%
Political subdivisions of States,
Territories and Possessions 6,901,104 103,377 (10,918) - 6,993,563 41.2%
Corporate and other bonds
Industrial and miscellaneous 4,919,368 128,013 (7,805) - 5,039,576 29.7%
Total fixed-maturity securities 14,294,969 317,295 (34,358) - 14,577,906 85.9%
Equity Securities 2,314,476 119,216 (38,105) - 2,395,587 14.1%
Short term investments - - - - - 0.0%
Total $ 16,609,445 $ 436,511 $ (72,463) $ - $ 16,973,493 100.0%
December 31, 2009
Cost or Gross Gross Unrealized Losses % of
Amortized Unrealized Less than 12 More than 12 Fair Fair
Category Cost Gains Months Months Value Value
U.S. Treasury securities and
obligations of U.S. government
corporations and agencies $ 3,549,616% 38,790 $ (23,929) $ - $ 3,564,477 23.4%
Political subdivisions of States,
Territories and Possessions 5,751,979 82,480 (12,356) - 5,822,103 38.3%
Corporate and other bonds
Industrial and miscellaneous 3,375,272 54,384 (25,156) - 3,404,500 22.4%
Total fixed-maturity securities 12,676,867 175,654 (61,441) - 12,791,080 84.1%
Equity Securities 1,973,738 224,736 (11,548) - 2,186,926 14.4%
Short term investments 225,336 - - - 225,336 1.5%
Total $ 14875941 $ 400,390 $ (72,989) $ - $ 15,203,342 100.0%
Held to Maturity Securities
June 30, 2010
Cost or Gross Gross Unrealized Losses % of
Amortized Unrealized Less than 12 More than 12 Fair Fair
Category Cost Gains Months Months Value Value
U.S. Treasury securities $ 106,205 $ 10,608 $ - $ - $ 116,813 100.0%
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Credit Rating of Fixed-Maturity Securities

The table below summarizes the credit quality af foted-maturity securities available for sale as
of June 30, 2010 and December 31, 2009 as rat&damglard and Poor’s.

June 30, 2010 December 31, 2009

Percentage of Percentage of
Fair Market Fair Market Fair Market Fair Market
Value Value Value Value
Rating

U.S. Treasury securities $ 2,544,767 17.5% $ 3,564,477 27.9%
AAA 4,119,343 28.3% 3,404,461 26.6%
AA 3,599,801 24.7% 2,564,302 20.0%
A 3,642,647 25.0% 2,808,145 22.0%
BBB 671,348 4.6% 449,695 3.5%
Total $ 14,577,906 100.0% $ 12,791,080 100.0%

The table below summarizes the average duratiotyfsy of fixed-maturity security available for
sale as well as detailing the average yield asiioé B0, 2010 and December 31, 2009:

June 30, 2010

December 31, 2009

Weighted Weighted
Average Average
Average Duration in Average Duration in
Category Yield % Years Yield % Years
U.S. Treasury securities and
obligations of U.S. government
corporations and agencies 2.87% 3.8 3.08% 5.8
Political subdivisions of States,
Territories and Possessions 4.17% 6.7 4.09% 6.0
Corporate and other bonds
Industrial and miscellaneous 5.16% 7.7 5.62% 8.5

The table below summarizes the average duratiortypg of fixed-maturity security held to
maturity as well as detailing the average yieldfa3une 30, 2010 and December 31, 2009:

June 30, 2010

December 31, 2009

Weighted Weighted

Average Average

Average Duration in Average Duration in
Category Yield % Years Yield % Years
U.S. Treasury securities 4.38% 29.9 n/a n/a

Fair Value Consideration

As disclosed in Note 5 to the Condensed Conse@ldi&inancial Statements, with respect to “Fair
Value Measurements,” effective January 1, 2008,adepted new GAAP guidance, which provides a
revised definition of fair value, establishes anfeavork for measuring fair value and expands financi
statements disclosure requirements for fair vallreler this guidance, fair value is defined as theepthat
would be received to sell an asset or paid to ftearss liability in an orderly transaction betweemnket
participants (an “exit price”). The statement ebthles a fair value hierarchy that distinguishesveen
inputs based on market data from independent seufodservable inputs”) and a reporting entity’s
internal assumptions based upon the best informati@ilable when external market data is limited or
unavailable (“unobservable inputs”). The fair vahuerarchy in GAAP prioritizes fair value measurertse
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into three levels based on the nature of the infidi®ted prices in active markets for identicakéssave
the highest priority (“Level 1”), followed by obseable inputs other than quoted prices includinggsifor
similar but not identical assets or liabilities €\¥el 2”), and unobservable inputs, including theoréng
entity’s estimates of the assumption that marketigggants would use, having the lowest priority.gVel
3"). As of June 30, 2010 and December 31, 2009%100the investment portfolio recorded at fair va&alu
was priced based upon quoted market prices.

As more fully described in Note 4 to our Condengednsolidated Financial Statements,
“Investments—Impairment Review,” we completed aadetl review of all our securities in a continuous
loss position, and concluded that the unrealizedds in these asset classes are the result ofeadedn
value due to technical spread widening and broat®ket sentiment, rather than fundamental collatera
deterioration, and are temporary in nature.

The table below summarizes the gross unrealizexb$osf our fixed-maturity securities available
for sale and equity securities by length of time #ecurity has continuously been in an unrealined |
position as of June 30, 2010 and December 31, 2009:

June 30, 2010

Less than 12 months 12 months or more Total
No. of
Fair Unrealized Positions Fair Unrealized Fair Unrealized
Category Value Losse! Held Value Losse! Value Losse!
(unaudited)
Fixed-Maturity Securities:
U.S. Treasury securities
and obligations of U.S.
government corporations
and agencies $ 455,231 $ (15,635) 1 3 - $ - $ 455231 $ (15,635)
Political subdivisions of
States, Territories and
Possessions 1,807,922 (10,918) 6 - - 1,807,922 (10,918)
Corporate and other
bonds industrial and
miscellaneous 1,426,766 (7,805) 5 - - 1,426,766 (7,805)
Total fixed-maturity
securities 3,689,919 (34,358) 12 - - 3,689,919 (34,358)
Equity Securities:
Preferred stocks $ 44,484 $ (9,161) 7 % - $ - $ 44,484 $ (9,161)
Common stocks 1,388,128 (28,944) 1 - - 1,388,128 (28,944)
Total equity securities 1,432,612 (38,105) 8 - - 1,432,612 (38,105)
Total $ 5122531 $ (72,463) 20 $ - $ - $ 5122531 $ (72,463)
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December 31, 2009

Less than 12 months 12 months or more Total
No. of
Fair Unrealized Positions Fair Unrealized Fair Unrealized
Category Value Losse! Held Value Losse! Value Losse!
Fixed-Maturity Securities:
U.S. Treasury securities
and obligations of U.S.
government corporations
and agencies $ 1,715,062 $ (23,929) 6 $ - $ - $ 1,715062 $ (23,929)
Political subdivisions of
States, Territories and
Possessions 1,357,203 (12,356) 5 - - 1,357,203 (12,356)
Corporate and other
bonds industrial and
miscellaneous 1,376,516 (25,156) 7 - - 1,376,516 (25,156)
Total fixed-maturity
securities 4,448,781 (61,441) 18 - - 4,448,781 (61,441)
Equity Securities:
Preferred stocks $ 144,900 $ (5,564) 3 3 - $ - $ 144900 $ (5,564)
Common stocks 94,470 (5,984) 5 - - 94,470 (5,984)
Total equity securities 239,370 (11,548) 8 - - 239,370 (11,548)
Total $ 4,688,151 $ (72,989) 26 % - $ - $ 4,688,151 $ (72,989)

There are 20 securities at June 30, 2010 that atdouthe gross unrealized loss, none of which is
deemed by us to be other than temporarily impaifdabre are 26 securities at December 31, 2009 that
account for the gross unrealized loss, none of wisiddeemed by us to be other than temporarily iraga
Significant factors influencing our determinatiohat unrealized losses were temporary included the
magnitude of the unrealized losses in relation @aohesecurity’s cost, the nature of the investmert a
management’s intent not to sell these securities iabeing not more likely than not that we will be
required to sell these investments before antieghadcovery of fair value to our cost basis.

Liquidity and Capital Resources
Cash Flows

Effective July 1, 2009, the primary sources of céistw is from our insurance underwriting
subsidiary, KICO, which are gross premiums writteggling commissions from our quota share reinsurers
loss payments by our reinsurers, investment incanaeproceeds from the sale or maturity of investsen
Funds are used by KICO for ceded premium paymentgitisurers, which are paid on a net basis after
subtracting losses paid on reinsured claims anmbueance commissions. KICO also uses funds for loss
payments and loss adjustment expenses on our sigtelss, commissions to producers, salaries and othe
underwriting expenses as well as to purchase imeggt and fixed assets.

In connection with the plan of conversion of CMi& have agreed with the Insurance Department
that for a period of two years following the efigetdate of conversion of July 1, 2009, no dividendy
be paid by KICO to us without the approval of theurance Department. As of June 30, 2010, no such
request has been made by us to the Insurance DepdartWe have also agreed with the Insurance
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Department that certain intercompany transacti@iedéen KICO and us must be filed with the Insurance
Department 30 days prior to implementation anddisdpproved by the Insurance Department.

The primary sources of cash flow for our holdingngany operations are in connection with the fee
income we receive from the premium finance loargs@ilection of principal and interest income fraime
notes received by us upon the sale of businesaésvire included in our discontinued operationghéf
aforementioned is insufficient to cover our holdiogmpany cash requirements, we will seek to obtain
additional financing.

We believe that our present cash flows as desciabede will be sufficient on a short-term basis
and over the next 12 months to fund our companyewidrking capital requirements.

Our reconciliation of net income to cash providgdised in) operations is generally influenced by
the collection of premiums in advance of paid Igssthe timing of reinsurance, issuing company
settlements and loss payments.

Cash flow and liquidity are categorized into thsemurces: (1) operating activities; (2) investing
activities; and (3) financing activities, which aigown in the following table:

Six Months Ended June 30, 2010 2009
Cash flows provided by (used in):
Operating activities $ 1622815 $ (783,797)
Investing activities (1,720,976) 1,751,139
Financing activities 387,960 (942,456)
Net increase in cash and cash equivalents 289,799 24,886
Cash and cash equivalents, beginning of period @05,3 142,949
Cash and cash equivalents, end of peri $ 915,11¢ $ 167,83!

The increase in cash flows provided by operatingiéies in 2010 was primarily a result of the
additional operating cash flows provided through dloquisition of KICO on July 1, 2009 and the cessa
of our discontinued operations in 2009.

Net cash flows used in investing activities insexhas a result of the investing cash flows used
through the acquisition of KICO on July 1, 2009 &nel decrease in proceeds from the sale of busia@ss
2010 as compared to 2009.

Net cash provided by financing activities increasexda result of the $1,430,000 decrease in
principal payments of long-term debt in 2010 as parad to 2009. The acquisition of KICO on July 1,
2009 had no effect on our financing activities.

Significant Transactions in 2010
Mandatorily Redeemable Preferred Sock Exchanged for Common Stock

In accordance with GAAP guidance for accounting fmrtain financial instruments with

characteristics of both liabilities and equity, soandatorily redeemable preferred stock has begsortex

as a liability of $1,299,231 on December 31, 2®®ective June 30, 2010, we issued 787,409 shdres o
Common Stock in exchange for 1,299 shares of otstanding mandatorily redeemable Series E Preferred
Stock. The value of the exchanged Series E Pref&teck was approximately $1,299,231. The effectiv
price for the exchange was $1.65 per share of CamBtock, which was approximately equal to the fair
value of the common stock issued. For the six nmomthded June 30, 2010 and 2009, the preferred
dividends have been classified as interest expeh$¥4,706 and $52,452, respectively. For the three
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months ended June 30, 2010 and 2009, the prefdivesiends have been classified as interest expehse
$37,353 and $32,952, respectively.

Notes Payable

From June 2009 through December 2009, we borrowedggregate of $1,050,000 (including
$585,000 payable from related parties) and issuvechigsory notes in such aggregate principal am¢hst
“2009 Notes”). The 2009 Notes provide for interasthe rate of 12.625% per annum and are payable o
July 10, 2011. The 2009 Notes are prepayable hyith®ut premium or penalty; provided, however, that
under any circumstances, the holders of the 200@d\are entitled to receive an aggregate of sixtihson
interest from the issue date of the 2009 Notes va#ipect to the amount prepaid. Between Januar§ 201
and March 26, 2010, we borrowed an additional $2@O (including $200,000 from related parties) oa th
same terms as provided for in the 2009 Notes.

Off-Balance Sheet Arrangements

We have no off-balance sheet arrangements tha&t tiaare reasonably likely to have a current or
future effect on our financial condition, changasfinancial condition, revenues or expenses, resufit
operations, liquidity, capital expenditures or talpiesources that is material to investors.

ltem 3. Quantitative and Qualitative Disclosures Adout Market Risk .

Not applicable

ltem 4T. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and proceduresiédimed in Exchange Act Rule 13a-15(e)) that
are designed to assure that information requiredetalisclosed in our Exchange Act reports is remmrd
processed, summarized and reported within the pereds specified in the SEC’s rules and forms, and
that such information is accumulated and commuedcdab management, including our Chief Executive
Officer and Chief Financial Officer, as appropriate allow timely decisions regarding required
disclosures.

As required by Exchange Act Rule 13a-15(b), aghefend of the period covered by this Quarterly
Report, under the supervision and with the pamittgn of our principal executive officer and pripai
financial officer, we evaluated the effectivene$®ur disclosure controls and procedures. Basethisn
evaluation, our Chief Executive Officer and Chi@fidncial Officer concluded that our disclosure colst
and procedures were not effective as of June 300,2for the reasons discussed below, to ensure that
information required to be disclosed by us in teearts that we file or submit under the Exchangei#.c
recorded, processed, summarized and reported vilikitime periods specified in the rules and foohs
the SEC.

Internal Control over Financial Reporting
Management’s Report on Internal Control over Finarad Reporting
Changes in Internal Control over Financial Reportg

On July 1, 2009, we completed the acquisition cC®I KICO has not previously been subject to a
review of internal control over financial reportingder the Sarbanes-Oxley Act of 2002. Effectiveelu
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30, 2010, Management extended its evaluation ofeffextiveness of our internal control over finaici
reporting to include KICO. KICO accounts for sulogitally all of our consolidated assets and conséd
net income.

Based on the inclusion of KICO in this evaluatiomnagement has concluded that our internal
control over financial reporting was not effectia® of June 30, 2010. Our principal executive effiand
principal financial officer have concluded that Wwave material weaknesses in our internal contrer ov
financial reporting.

A material weakness is a deficiency, or combinatandeficiencies, in internal control over
financial reporting, such that there is a reasamgbbssibility that a material misstatement of the
Company’s annual or interim financial statement mot be prevented or detected on a timely basis.
Management identified the following material weassias of June 30, 2010.

Financial Reporting

Management identified the following significant m&fncies that when aggregated give rise to a
material weakness in the area of financial repgrtirhese deficiencies are: (a) lack of segregatigties
within all departments, (b) multiple databasesatng the need for an extensive number of journ&ies,

(c) the data captured in these multiple data basegenerated from third party software providaed tlo

not provide a Type Il SAS 70 report on its internahtrol nor has extensive IT application testirgg
performed to validate the reliability of the datmd (d) various manual processes relying on maltipl
spreadsheets which must be used to augment theofaskegration of the databases. Management is
presently addressing these deficiencies.

Information Technology

Management has identified certain control proceslusdated to the managing of operations for
accounting applications. Management is presentlyess$ing this deficiency.
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PART Il. OTHER INFORMATION

Iltem 1. Legal Proceedings

None
Iltem 1A. Risk Factors
Not applicable

ltem 2. Unregistered Sales of Equity Securities andse of Proceeds

None

Iltem 3. Defaults Upon Senior Securities

None
Iltem 4. Reserved

Iltem 5. Other Information .

None

Item 6. Exhibits.
2(a) Asset Purchase Agreement, dated as of March 28, 280and among
NIl BSA LLC, Barry Scott Agency, Inc., DCAP Accuetinc. and
DCAP Group, Inc

2(b) Stock Purchase Agreement, dated as of May 1, 200%nd between
Stuart Greenvald and Abraham Weinzimer and DCARI@rtnc?

2(c) Stock Purchase Agreement, dated as of June 30, 2@b@een Barry
Lefkowitz and Blast Acquisition Corp.

3(a) Restated Certificate of Incorporatfon

3(b) Certificate of Amendment of Certificate of Incorption filed July 1

1 Denotes document filed as an exhibit to our AnrRigbort on Form 10-K for the year ended December
31, 2008 and incorporated herein by reference.

2 Denotes document filed as an exhibit to our CurReyport on Form 8-K for an event dated May 6, 2009
and incorporated herein by reference.

¥ Denotes document filed as an exhibit to our CurReptort on Form 8-K for an event dated June 309200
and incorporated herein by reference.

* Denotes document filed as an exhibit to our Quigrteeport on Form 10-QSB for the period ended
September 30, 2004 and incorporated herein byereder
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2009
3(c) Certificate of Designation of Series A Preferredcgt
3(d) Certificate of Designation of Series B Preferredcgt
3(e) Certificate of Designation of Series C Preferreocgt
3(f) Certificate of Designation of Series D Preferredcgt
3(g) Certificate of Designation of Series E Preferreac&t’
3(h) By-laws, as amendé&d

10 Form of Exchange Agreement, dated as of June2B00, between
Kingstone Companies, Inc. and the holders of Sé&riBseferred Stock.

31(a) Rule 13a-14(a)/15d-14(a) Certification of Princifadecutive Officer as
adopted pursuant to Section 302 of the Sarbanesy@dt of 2002

31(b) Rule 13a-14(a)/15d-14(a) Certification of Princiahancial Officer as
adopted pursuant to Section 302 of the Sarbanesy@dt of 2002

32 Certification of Chief Executive Officer andhif Financial Officer
Pursuant to 18 U.S.C. Section 1350, as AdopteduBotdo Section 906
of the Sarbanes-Oxley Act of 2002

® Denotes document filed as an exhibit to our QuigriReport on Form 10-Q for the period ended Jubie 3
2009 and incorporated herein by reference.

® Denotes document filed as an exhibit to our CurRaport on Form 8-K for an event dated May 28,3200
and incorporated herein by reference.

7 Denotes document filed as an exhibit to our AnnRaport on Form 10-KSB for the year ended
December 31, 2006 and incorporated herein by netere

8 Denotes document filed as an exhibit to our Quigrteeport on Form 10-QSB for the period ended
March 31, 2008 and incorporated herein by reference

9 Denotes document filed as an exhibit to our QuigrtBeport on Form 10-Q for the period ended
September 30, 2008 and incorporated herein byereder

10 Denotes document filed as an exhibit to our Curfeeport on Form 8-K for an event dated May 12,
2009 and incorporated herein by reference.

X Denotes document filed as an exhibit to our CurReptort on Form 8-K for an event dated November 5,
2009 and incorporated herein by reference.
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SIGNATURES

In accordance with the requirements of the Exchakcfe the registrant caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

KINGSTONE COMPANIES, INC.

Dated: August 16, 2010 By:
Barry B. Goldstein
President

By:
Victor Brodsky
Chief Financial Officer




CERTIFICATION

[, Barry Goldstein, certify that:
1. | have reviewed this Form 10-Q of Kingstone Companinc.;

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omit to
state a material fact necessary to make the statsmgade, in light of the circumstances under wisicth
statements were made, not misleading with respdbiet period covered by this report;

3. Based on my knowledge, the financial statementd, aither financial information included in this
report, fairly present in all material respectsfihancial condition, results of operations andhctiews of the
small business issuer as of, and for, the periogisemted in this report;

4, The small business issuer’s other certifying oficand | are responsible for establishing and
maintaining disclosure controls and proceduresiéisied in Exchange Act Rules 13a-15(e) and 15d¢e)pb-
and internal control over financial reporting (afided in Exchange Act Rules 13a-15(f) and 15d3)5¢r

the small business issuer and have:

€)) Designed such disclosure controls and procedunesawsed such disclosure controls and
procedures to be designed under our supervisioansare that material information relating
to the small business issuer, including its coudlstéid subsidiaries, is made known to us by
others within those entities, particularly durinigetperiod in which this report is being
prepared,;

(b) Designed such internal control over financial réipgr, or caused such internal control over
financial reporting to be designed under our sup&m, to provide reasonable assurance
regarding the reliability of financial reporting cGathe preparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

(© Evaluated the effectiveness of the small busingesser’s disclosure controls and procedures
and presented in this report our conclusions atfmueffectiveness of the disclosure controls
and procedures, as of the end of the period coVeyetthis report based on such evaluation;
and

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

5. The small business issuer’s other certifying offiseand | have disclosed, based on our most recent
evaluation of internal control over financial repog, to the small business issuer’'s auditors dredaudit
committee of the small business issuer’s boardrettbrs (or persons performing the equivalent fioms):

(@  All significant deficiencies and material weaknesse the design or operation of internal
control over financial reporting which are reasdpalikely to adversely affect the small
business issuer’s ability to record, process, sunz@and report financial information; and



(b)  Any fraud, whether or not material, that involvearmmagement or other employees who have a
significant role in the small business issuer'giinal control over financial reporting.

Date: August 16, 2010

Barry B. Goldstein
Principal Executive Officer



CERTIFICATION

[, Victor Brodsky, certify that:
1. | have reviewed this Form 10-Q of Kingstone Companinc.;

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omit to
state a material fact necessary to make the statsmgade, in light of the circumstances under wisicth
statements were made, not misleading with respdbiet period covered by this report;

3. Based on my knowledge, the financial statementd, aither financial information included in this
report, fairly present in all material respectsfihancial condition, results of operations andhctiews of the
small business issuer as of, and for, the periogisemted in this report;

4, The small business issuer’'s other certifying oficand | are responsible for establishing and
maintaining disclosure controls and proceduresiéisied in Exchange Act Rules 13a-15(e) and 15d¢e)pb-
and internal control over financial reporting (afided in Exchange Act Rules 13a-15(f) and 15d3)5¢r

the small business issuer and have:

@) Designed such disclosure controls and procedunesawsed such disclosure controls and
procedures to be designed under our supervisioansare that material information relating
to the small business issuer, including its coudstéid subsidiaries, is made known to us by
others within those entities, particularly durinigetperiod in which this report is being
prepared;

(b) Designed such internal control over financial réipgr, or caused such internal control over
financial reporting to be designed under our sup&m, to provide reasonable assurance
regarding the reliability of financial reporting cGathe preparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

(© Evaluated the effectiveness of the small busingesser’s disclosure controls and procedures
and presented in this report our conclusions atimueffectiveness of the disclosure controls
and procedures, as of the end of the period coVeyetthis report based on such evaluation;
and

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

5. The small business issuer’s other certifying offiseand | have disclosed, based on our most recent
evaluation of internal control over financial repiog, to the small business issuer’'s auditors dredaudit
committee of the small business issuer’s boardrettbrs (or persons performing the equivalent fioms):

(@  All significant deficiencies and material weaknesse the design or operation of internal
control over financial reporting which are reasdpalikely to adversely affect the small
business issuer’s ability to record, process, sunz@and report financial information; and



(b)  Any fraud, whether or not material, that involvearmmagement or other employees who have a
significant role in the small business issuer'giinal control over financial reporting.

Date: August 16, 2010

Victor Brodsky
Principal Financial Officer



CERTIFICATION OF CHIEF EXECUTIVE OFFICER
AND CHIEF FINANCIAL OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

The undersigned hereby certify, pursuant to, ancequired by, 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act@02, that the Quarterly Report of Kingstone
Companies, Inc. (the “Company”) on Form 10-Q fa geriod ended June 30, 2010 fully complies with th
requirements of Section 13(a) or 15(d) of the S&esr Exchange Act of 1934, as amended, and that
information contained in such Quarterly Report arnk 10-Q fairly presents, in all material respetie
financial condition and results of operations & @ompany.

Date: August 16, 2010

Barry B. Goldstein
Chief Executive Officer

Victor Brodsky
Chief Financial Officer



