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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 resdlke 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, 2010 under “Factors That May AffectiFeiResults and Financial Condition”.

Any one or more of these uncertainties, risks ateroinfluences 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




KINGSTONE COMPANIES, INC. AND SUBSIDIARIES
Condensed Consolidated Balance She

March 31, December 31,

2011 2010*
(unaudited)
Assets
Fixed-maturity securities, held to maturity, at atized cost (fair value of $583,792 at
March 31, 2011 and $606,398 at December 31, 2010) $ 606,222 $ 605,424
Fixed-maturity securities, available for sale,ait falue (amortized cost of $17,914,086
at March 31, 2011 and $16,277,052 at December(®iQ)2 18,030,072 16,339,101
Equity securities, available-for-sale, at fair \algost of $2,485,876
at March 31, 2011 and $2,825,015 at December 310)20 2,621,809 2,983,035
Total investments 21,258,103 19,927,560
Cash and cash equivalents 393,968 326,620
Premiums receivable, net of provision for uncoll@detamounts 5,764,173 5,001,886
Receivables - reinsurance contracts 1,920,313 1,174,729
Reinsurance receivables, net of provision for uectible amounts 21,847,356 20,720,194
Notes receivable-sale of business 624,581 705,019
Deferred acquisition costs 3,879,553 3,619,001
Intangible assets, net 4,017,457 4,136,386
Property and equipment, net of accumulated deprecia 1,549,590 1,585,029
Other assets 1,723,695 1,486,249
Total assets $ 62,978,78 $ 58,682,67
Liabilities
Loss and loss adjustment expenses $ 19,213,617 $ 17,711,907
Unearned premiums 18,512,071 17,277,332
Advance premiums 609,881 410,574
Reinsurance balances payable 2,424,691 1,106,897
Deferred ceding commission revenue 3,324,448 3,219,513
Notes payable and capital lease obligations (iredyzhyable to
related parties of $785,000) 1,454,479 1,460,997
Accounts payable, accrued expenses and otheiitiedbil 2,268,419 2,553,031
Deferred income taxes 2,039,179 1,998,557
Total liabilities 49,846,785 45,738,808

Commitments and Contingencies

Stockholders' Equity
Common stock, $.01 par value; authorized 10,000sb@0es; issued 4,643,122 shares;
outstanding 3,838,386 shares 46,432 46,432
Preferred stock, $.01 par value; authorized 1,@Ddhares;
-0- shares issued and outstanding

13,674,407

13,633,913

Capital in excess of par
Accumulated other comprehensive income 166,268 145,247
Retained earnings 408,155 281,531
14,295,262 14,107,123
Treasury stock, at cost, 804,736 shares (1,163,258) (1,163,258)
Total stockholders' equity 13,132,004 12,943,865
Total liabilities and stockholders' equity $ 62,978,78 $ 58,682,67

* derived from audited financial information

See accompanying notes to condensed consolidasettial statements.
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KINGSTONE COMPANIES, INC. AND SUBSIDIARIES

Condensed Consolidated Statements of Operations a@bmprehensive Income (Unaudited)

Three months ended March 31, 2011 2010
Revenues
Net premiums earned $ 3,367,699 $ 2,217,947
Ceding commission revenue 2,312,575 2,211,137
Net investment income 177,670 132,280
Net realized gain on investments 70,471 34,660
Other income 247,472 221,104
Total revenues 6,175,887 4,817,128
Expenses
Loss and loss adjustment expenses 2,550,764 1,434,618
Commission expense 1,371,749 1,136,619
Other underwriting expenses 1,576,819 1,103,920
Other operating expenses 303,963 539,619
Depreciation and amortization 158,460 156,687
Interest expense 45,765 45,202
Interest expense - mandatorily redeemable prefestaak - 37,353
Total expenses 6,007,520 4,454,018
Income from continuing operations before taxes 168,367 363,110
Income tax expense 41,743 144 564
Income from continuing operations 126,624 218,546
Income from discontinued operations, net of taxes - 13,848
Net income 126,624 232,394

Gross unrealized investment holding gains

arising during period 31,850 39,879
Income tax expense related to items of
other comprehensive income (10,829) (13,559)
Comprehensive incom $ 147,64! $ 258,71«

Basic and diluted earnings per common share:

Income from continuing operations $ 003 $ 0.07

Income from discontinued operations $ - $ 0.01

Income per common shi $ 0.0 $ 0.0¢
Weighted average common shares outstanding

Basic 3,838,38! 2,992,40!

Diluted 3,838,386 2,992,400

See accompanying notes to condensed consolidatettial statements.
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Condensed Consolidated Statement of Stockholdersghity

KINGSTONE COMPANIES, INC. AND SUBSIDIARIES

Three months ended March 31, 2011 (unaudited)

Accumulated

Balance, December 31, 2010
Stock-based payments - -
Net income - -
Net unrealized gains on securities

available for sale, net of income tax - -

Capital Other
Common Stock Preferred Stock in Excess Comprehensive Retained Treasury Stock

Shares Amount  Shares Amount of Par Income Earnings Shares mourt Total
4,643,128 46,432 - $ - $ 13,633,913% 145,247 $ 281,531 804,736 $ (1,163,258)$ 12,943,865
- - 40,494 - - - - 40,494
- - - - 126,624 - - 126,624
- - - 21,021 - - - 21,021
4,643,123 46,432 - $ - $ 13,674,407% 166,268 $ 408,155 804,736 $ (1,163,258)% 13,132,004

Balance, March 31, 2011

See accompanying notes to condensed consolidatettial statements.
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KINGSTONE COMPANIES, INC. AND SUBSIDIARIES

Condensed Consolidated Statements of Cash Flows (&irdited)

Three months ended March 31, 2011 2010
Cash flows provided by (used in) operating activigs:
Net income 126,624 $ 232,394
Adjustments to reconcile net income to net caskigeal by operations:
Gain on sale of investments (70,471) (34,660)
Depreciation and amortization 158,460 156,687
Amortization of bond premium, net 23,482 17,358
Stock-based payments 40,494 200,636
Deferred income taxes 29,793 (13,036)
(Increase) decrease in assets:
Short term investments - (160,056)
Premiums receivable, net (762,287) (360,714)
Receivables - reinsurance contracts (745,584) (397,968)
Reinsurance receivables, net (1,127,162) 603,965
Deferred acquisition costs (260,552) (201,509)
Other assets (240,372) (118,142)
Increase (decrease) in liabilities:
Loss and loss adjustment expenses 1,501,710 23,502
Unearned premiums 1,234,739 887,949
Advance premiums 199,307 16,753
Reinsurance balances payable 1,317,794 (21,138)
Deferred ceding commission revenue 104,935 (456,961)
Accounts payable, accrued expenses and othetitiiedbil (284,612) (608,262)
Net cash provided by (used in) operating activitiEsontinuing operations 1,246,298 (233,202)
Operating activities of discontinued operations - (19,500)
Net cash flows provided by (used in) operating actities 1,246,298 (252,702)
Cash flows used in investing activities:
Purchase - fixed-maturity securities availabledale (1,658,387) (249,390)
Purchase - equity securities (580,638) (233,135)
Sale - equity securities 990,247 410,167
Collections of notes receivable and accrued inter8ale of businesses 80,438 67,769
Other investing activities (4,092) (1,478)
Net cash flows used in investing activities (1,172,432) (6,067)
Cash flows (used in) provided by financing activigs:
Proceeds from long term debt (includes $200,00 frelated parties in 2010) - 400,000
Principal payments on long-term debt (6,518) (5,952)
Net cash flows (used in) provided by financing adtities (6,518) 394,048
Increase in cash and cash equivalents 67,348 135,279
Cash and cash equivalents, beginning of period 326,620 625,320
Cash and cash equivalents, end of peri 393,96( $ 760,59¢
Supplemental disclosures of cash flow information:
Cash paid for income taxes - $ 227,000
Cash paid for interest 91,441 $ 133,118

See accompanying notes to condensed consolidatattial 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

Kingstone Companies, Inc. (referred to herein amgktone" or the “Company”), through its subsidiary
Kingstone Insurance Company (“KICQO”), offers prdageand casualty insurance products to small
businesses and individuals in New York State.

The accompanying unaudited condensed consolidaigadcial 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. Thangpiples for condensed interim financial informatio
do not require the inclusion of all the informatiand footnotes required by generally accepted attouy
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, @6d0
notes thereto included in the Company’s Annual Repa Form 10-K filed on March 31, 2011. The
accompanying condensed consolidated financial mttes 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 recurringusiinents, necessary for a fair statement of the
Company’s financial position and results of openati The results of operations for the three months
ended March 31 2011 may not be indicative of theulte that may be expected for the year ending
December 31, 2011.

Note 2 — Accounting Policies and Basis of Preseni@at

Use of Estimates

The preparation of financial statements in confoymiith GAAP requires management to make estimates
and assumptions that affect the reported amourdss#ts and liabilities and disclosure of contihgessets
and liabilities at the date of the consolidate@fficial statements and the reported amounts of vexseand
expenses during the reporting period. Actual restduld differ from those estimates.

Reclassification

The Company has reclassified certain amounts 1808 statements of consolidated operations arfd cas
flows to conform to the 2011 presentation. Non¢heke reclassifications had an effect on the Cogipan
consolidated net earnings, total stockholders’tgqui cash flows.

Principles of Consolidation

The consolidated financial statements consist afkione and its wholly-owned subsidiaries. Subs&ia
include KICO and its subsidiaries, CMIC Properties, (“CMIC Properties”) and 15 Joys Lane, LLC %1
Joys Lane”), which together own the land and boddifrom which KICO operatesAll material
intercompany transactions have been eliminatedmsalidation.



Accounting Pronouncements

With the exception of the pronouncement discusselbwy there have been no recent accounting
pronouncements or changes in accounting pronoundsrdaring the three months ended March 31, 2011,
as compared to those described in the Company sidrReport on Form 10-K for the fiscal year ended
December 31, 2010, that are of significance, oemm! significance, to the Company.

In October 2010, the FASB issued new guidance caigg the accounting for costs associated with
acquiring or renewing insurance contracts. Thiddgnce generally follows the model of that for loan
origination costs. Under the new guidance, onlyedirincremental costs associated with successful
insurance contract acquisitions or renewals areertdile. The Company adopted this guidance
retrospectively effective January 1, 2011. The &dapof this guidance did not have a material impac

the Company’s results of operations, financial fyasior liquidity.

In May 2011 the FASB issued ASU No. 2011-64jr Value Measurements (Topic 820): Amendments to
Achieve Common Fair Value Measurement and Disceo&equirements in US GAAP and International
Financial Reporting Standards (“IFRS”).This ASU represents the converged guidance oF&®B and

the IASB (the “Boards”) on fair value measurement$ie collective efforts of the Boards and theaffst
reflected in ASU 2011-04, have resulted in commequirements for measuring fair value and for
disclosing information about fair value measurersgnicluding a consistent meaning of the term “fair
value.” The Boards have concluded the common rements will result in greater comparability of fair
value measurements presented and disclosed incfalastatements prepared in accordance with GAAP
and IFRSs. The amendments in this ASU are to pbeapprospectively, and are effective for inteiamd
annual periods beginning after December 15, 2011.

Note 3 - 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 March 31, 2011 anceéeer 31, 2010 are summarized as follows:



March 31, 2011

Cost or Gross Gross Unrealized Losses Unrealized

Amortized Unrealized Less than 12 More than 12 Fair Gais/

Category Cosl Gains Months Months Value (Losses)
(unaudited)
Fixed-Maturity Securities:
U.S. Treasury securities and
obligations of U.S. government
corporations and agencies $ 1,000,597% 34,668 $ -8 - $ 1035265 $ 34,668
Political subdivisions of States,
Territories and Possessions 7,264,437 73,805 (46,262) (32,472) 7,259,508 (4,929)
Corporate and other bonds
Industrial and miscellaneous 9,649,052 200,179 (113,932) - 9,735,299 86,247
Total fixed-maturity securities 17,914,086 308,652 (160,194) (32,472) 18,030,072 115,986
Equity Securities:
Preferred stocks 742,215 30,514 (4,223) - 768,506 26,291
Common stocks 1,743,661 132,004 (22,362) - 1,853,303 109,642
Total equity securities 2,485,876 162,518 (26,585) - 2,621,809 135,933
Total $20,399,962 $ 471,170 $ (186,779) $ (32,472) $ 20,651,881 $ 251,919
December 31, 2010
Cost or Gross Gross Unrealized Losses Unrealized

Amortized Unrealized Less than 12 More than 12 Fair Gais/
Category Cosl Gains Months Months Value (Losses)
Fixed-Maturity Securities:
U.S. Treasury securities and
obligations of U.S. government
corporations and agencies $ 1,000,572% 42,085 $ - % - $ 1,042,657 % 42,085
Political subdivisions of States,
Territories and Possessions 7,278,663 79,791 (86,234) (12,995) 7,259,225 (19,438)
Corporate and other bonds
Industrial and miscellaneous 7,997,817 176,999 (137,597) - 8,037,219 39,402
Total fixed-maturity securities 16,277,052 298,875 (223,831) (12,995) 16,339,101 62,049
Equity Securities:
Preferred stocks 824,569 29,934 (6,333) - 848,170 23,601
Common stocks 2,000,446 188,783 (54,364) - 2,134,865 134,419
Total equity securities 2,825,015 218,717 (60,697) - 2,983,035 158,020
Total $ 19,102,067 $ 517,592 $ (284,528) $ (12,995) $ 19,322,136 $ 220,069

A summary of the amortized cost and fair valuehef Company’s available for sale investments indixe
maturity securities by contractual maturity as adrivh 31, 2011 and December 31, 2010 is shown below:



March 31, 2011 December 31, 2010

Amortized Amortized
Remaining Time to Maturity Cost Fair Value Cost Fair Value
(unaudited)
Less than one year $ 572,785 $ 558,284 $ 263,098 $ 253,385
One to five years 6,332,452 6,451,604 6,868,952 6,997,694
Five to ten years 9,003,965 9,019,288 7,132,079 7,118,405
More than 10 years 2,004,884 2,000,896 2,012,923 1,969,617
Total $ 17,914,086 $ 18,030,072 $ 16,277,052 $ 16,339,101

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

Held to Maturity Securities

The amortized cost and fair value of investmentseild to maturity fixed-maturity securities as oaidh
31, 2011 and December 31, 2010 are summarizedlaw$o

March 31, 2011

Cost or Gross Gross Unrealized Losses Unrealized
Amortized Unrealized Less than 12 More than 12 Fair Gais/
Category Cost Gains Months Months Value (Losses)
(unaudited)
U.S. Treasury securities $ 606,222 $ - % (22,430) $ - $ 583,792 $ (22,430)

December 31, 2010

Cost or Gross Gross Unrealized Losses Unrealized
Amortized Unrealized Less than 12 More than 12 Fair Gais/
Category Cost Gains Months Months Value (Losses)
U.S. Treasury securities $ 605,424 $ 974 $ - % - $ 606,398 $ 974

All held to maturity securities are held in trustrguant to the New York State Insurance Departraent’
minimum funds requirement.

Contractual maturities of all held to maturity setes are greater than ten years.

Investment Income

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

March 31,
2011 2010

(unaudited)
Income
Fixed-maturity securities $ 182,137 $ 129,107
Equity securities 36,824 27,301
Cash and cash equivalents 1,987 1,850
Other 10 15
Total 220,958 158,273
Expenses
Investment expenses 43,288 25,993
Net investment income $ 177,670 $ 132,280

There were no proceeds from the sale and maturifixed-maturity securities for the three monthsled
March 31, 2011 and 2010.

Proceeds from the sale of equity securities weB9 &7 and $410,167 for the three months endedMarc
31, 2011 and 2010, respectively.

The Company’s gross realized gains and lossesvastiments are summarized as follows:

Three months ended

March 31,
2011 201C
(unaudited)
Equity securities
Gross realized gains $ 117,333 $ 46,398
Gross realized losses (46,862) (11,738)
Net realized gains $ 70,471 $ 34,660

Impairment Review

The Company regularly reviews its fixed-maturitgséties and equity securities portfolios to evaduthe
necessity of recording impairment losses for othan-temporary declines (“OTTI") in the fair valoé
investments. In evaluating potential impairment,nagement considers, among other criteria: (i) the
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 issuechs as
changes in credit rating, reduction or eliminatioh dividends or non-payment of scheduled interest
payments; (iv) management’s intent and abilitydtain 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 condensed consetiddatement of operations and comprehensive iacom
as net realized losses on investments and resalparmanent reduction of the cost basis of thelyidg
investment. The determination of OTTI is a subjexiprocess and different judgments and assumptions
could affect the timing of loss realization. There 50 securities at March 31, 2011 that accounthi®
gross unrealized loss. The Company determinechthreg of the unrealized losses were deemed to bé OTT
for its portfolio of fixed maturity investments amdjuity securities for the three months ended M&th
2011 and 2010. Significant factors influencing @@empany’s determination that unrealized lossesewer
temporary included the magnitude of the unrealipsdes in relation to each security’s cost, theineabf

the investment and management’s intent and aliditgtain the investment for a period of time st

to allow for anticipated recovery of fair valuettee Company’s cost basis.
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The Company held securities with unrealized losspsesenting declines that were considered temyporar

at March 31, 2011 as follows:

March 31, 2011

Less than 12 months 12 months or more Total
No. of No. of
Fair Unrealized Positions Fair Unrealized Positions Fair Unrealized
Category Value Losse: Held Value Losse: Held Value Losse:
(unaudited)
Fixed-Maturity Securities:
Political subdivisions of
States, Territories and
Possessions $ 1,638,318 % (46,262) 7 $ 1,338,826 $ (32,472) 4 2,977,144 $ (78,734)
Corporate and other
bonds industrial and
miscellaneous 4,307,000 (113,932) 22 4,307,000 (113,932)
Total fixed-maturity
securities $ 5945318 $ (160,194) 29 $1,338,826 $ (32,472) 4 7,284,144 $ (192,666)
Equity Securities:
Preferred stocks $ 316,000 $ (4,223) 8 $ $ 316,000 $ (4,223)
Common stocks 488,948 (22,362) 9 488,948 (22,362)
Total equity securities $ 804,948 $  (26,585) 17 $ - $ 804,948 $  (26,585)
Total $ 6,750,266 $ (186,779) 46 $ 1,338,826 $ (32,472) 4 8,089,092 $ (219,251)

Note 4 - Fair Value Measurements

The Company follows GAAP guidance regarding faiueaneasurements. The valuation technique used to
fair value the financial instruments is the markgproach 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 techniquesed 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)thHé 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 —Inputs to the valuation methodology are quoteccqwi(unadjusted) for identical assets or
liabilities traded in active markets. Included #rese investments traded on an active exchangke,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.

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, projecésth flows, market clearing activity or liquidity
circumstances in the security or similar securitleet may have occurred since the prior pricingqoker
Included in this valuation methodology are the esthte assets owned by the Company that areedtiliz
its operations.

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

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

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

The Company’s investments are allocated amongngriiciput levels at March 31, 2011 and December 31,
2010 as follows:

March 31, 2011
(% in thousands) Level 1 Level 2 Level 3 Total
(unaudited)

Fixed-maturity investments available for sale

U.S. Treasury securities

and obligations of U.S.

government corporations

and agencies $ 1,035 $ - $ - $ 1035

Political subdivisions of
States, Territories and
Possessions 5,352 1,908 - 7,260

Corporate and other
bonds industrial and

miscellaneous 9,501 234 - 9,735
Total fixed maturities 15,888 2,142 - 18,030
Equity investments 2,622 - - 2,622
Total investments $ 18510 $ 2,142 % - $ 20,652
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December 31, 2010
(% 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 $ 1,043 $ - 0% - $ 1,043

Political subdivisions of
States, Territories and
Possessions 5,351 1,908 - 7,259

Corporate and other
bonds industrial and

miscellaneous 8,037 - - 8,037
Total fixed maturities 14,431 1,908 - 16,339
Equity investments 2,983 - - 2,983
Total investments $ 17414 $ 1908 $ - $ 19,322

Note 5 - Fair Value of Financial Instruments

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

Equity and fixed income investments: Fair value disclosures for investments are incluohetNote 3 -
Investments.”

Cash and cash equivalents: The carrying values of cash and cash equivalemsapmate their fair values
because of the short maturity of these instruments.

Premiums receivable, reinsurance receivables. The carrying values reported in the accompanying
condensed consolidated balance sheets for themecial instruments approximate their fair values tu
the short term nature of the assets.

Notes receivable: The carrying amount of notes receivable relatethéosale of businesses approximates
fair value because of the recently negotiated @stierates based on term of the loan, risk and gtiara

Real Estate: The fair value of the land and building includedproperty and equipment, which is used in
the Company’s operations, approximates the carrymge. The fair value was based on an appraisal
prepared using the sales comparison approach.

Reinsurance balances payable: The carrying value reported in the condensedamzed balance sheets
for these financial instruments approximates failue.

Notes payable (including related parties): The Company estimates that the carrying amountodésn

payable approximates fair value because of thentgceegotiated interest rates based on term ofaae,
risk and guaranty.
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The estimated fair values of the Company’s findnastruments are as follows:

March 31, 2011 December 31, 2010
Carrying Carrying
Value Fair Value Value Fair Value
(unaudited)

Fixed-maturity investments held to maturity $ 606,222% 583,792 $ 605424 $ 606,398
Cash and cash equivalents 393,968 393,968 326,620 326,620
Premiums receivable 5,764,173 5,764,173 5,001,886 5,001,886
Receivables - reinsurance contracts 1,920,313 1,920,313 1,174,729 1,174,729
Reinsurance receivables 21,847,356 21,847,356 20,720,194 20,720,194
Notes receivable-sale of business 624,581 624,581 705,019 705,019
Real estate, net of

accumulated depreciation 1,423,302 1,510,000 1,437,787 1,510,000
Reinsurance balances payable 2,424,691 2,424,691 1,106,897 1,106,897
Notes payable (including related parties) 1,454,479 1,454,479 1,460,997 1,460,997

Note 6 - Notes Receivable-Sale of Businesses

Retail Business

New York StoresOn April 17, 2009, the Company’s wholly-owned ddizies that owned and operated
16 Retail Business locations in New York State saidstantially all of their assets, including tHsaok of
business (the “New York Assets”). The purchaseepfizr the New York Assets was approximately
$2,337,000, of which approximately $1,786,000 wagl @t closing. Promissory notes in the aggregate
approximate original principal amount of $551,000e(“New York Notes”) were also delivered at the
closing. As of March 31, 2011, the New York Notesre payable in monthly installments of varying
payments that average approximately $28,000 eateba April 30, 2011 and July 31, 2011, and
provided for interest at the rate of 12.625% peruam. On April 1, 2011 the purchaser of the New York
Assets paid in advance the balance of the New Xaties in the amount of $138,762.

Pennsylvania Stores:Effective June 30, 2009, the Company sold alth& outstanding stock of the
subsidiary that operated the three remaining Pdvenrsy stores (the “Pennsylvania Stock”). The pase
price for the Pennsylvania Stock was approxima®&®@7,000 which was paid by delivery of two
promissory notes, one in the approximate princ@mabunt of $238,000 and payable with interest atdbe
of 9.375% per annum in 120 equal monthly installteeand the other in the approximate principal amou
of $159,000 and payable with interest at the r&&26 per annum in 60 monthly installments commegcin
August 10, 2011 (with interest only being payabiemto such date).

Franchise Business

Effective May 1, 2009, the Company sold all of théstanding stock of the subsidiaries that opertited
DCAP franchise business (collectively, the “Frasehftock”). The purchase price for the FranchisekS
was $200,000 which was paid by delivery of a preaig note in such principal amount (the “Franchise
Note”). As of March 31, 2011, the terms of therfefsise Note called for installments of $50,000 cayM
15, 2009, $50,000 on May 1, 2010 and $100,000 pbgsued interest on May 1, 2011 and provides for
interest at the rate of 5.25% per annum. On MagQIL1, the Franchise Note was amended. Under the
amended Franchise Note, the payment due on Ma@1ll @as reduced to a principal payment only of
$75,000. The remaining balance of $25,000 plusugctinterest is due on May 1, 2012. A principathef
buyer is the son-in-law of Morton L. Certilman, aofethe Company’s principal shareholders at thetim
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Notes receivable arising from the sale of businesseof March 31, 2011 and December 31, 2010 dsnsis
of:

March 31, 2011 December 31, 2010
Total Current Total Current
Note Maturities  Long-Term Note Maturities  Long-Term
(unaudited)

Sale of NY stores $ 129,036 $ 129,036 $ - $ 211,536% 211,536 $ -
Sale of Pennsylvania stores 371,052 36,172 334,880 375,211 28,730 346,481
Sale of Franchise business 100,000 75,000 25,000 100,000 100,000 -

600,088 240,208 359,880 686,747 340,266 346,481
Accrued interest 24,493 24,493 18,272 18,272 -

Total $ 624581 $ 264,701 $ 359,880 $ 705,019 $ 358,538 $ 346,481

Note 7 — Property and Casualty Activity

Earned Premiums

Premiums written, ceded and earned are as follows:

Direct Assumed Ceded Net

Three months ended March 31, 2011 (unaudited)

Premiums written $ 9,533,146 $ 234 $ (5,496,365) $ 4,037,015
Change in unearned premiums (1,236,876) 2,138 565,422 (669,316)
Premiums earned $ 8,296,270 $ 2,372 $ (4,930,943) $ 3,367,699

Three months ended March 31, 2010 (unaudited)

Premiums written $ 7,660,983 $ 1,361 $ (4,283,853) $ 3,378,491
Change in unearned premiums (889,358) 1,409 (272,595) (1,160,544)
Premiums earned $ 6,771,625 $ 2,770 $ (4,556,448) $ 2,217,947

Premium receipts in advance of the policy effectiaée are recorded as advance premiums. The badénce
advance premiums was approximately $610,000 and.,$@Q as of March 31, 2011 (unaudited) and
December 31, 2010, respectively.

Loss and Loss Adjustment Expenses

The following table provides a reconciliation oétheginning and ending balances for unpaid lossés a
loss adjustment expenses (“LAE"):
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Three months ended

March 31,
2011 201C

(unaudited)
Balance at beginning of period $ 17,711,908 16,513,318
Less reinsurance recoverables (10,431,415)10,512,203)
Net balance, beginning of period 7,280,492 6,001,115
Incurred related to:
Current year 2,617,490 1,133,892
Prior years (66,726) 300,726
Total incurred 2,550,764 1,434,618
Paid related to:
Current year 502,497 407,338
Prior years 936,756 848,472
Total paid 1,439,253 1,255,810
Net balance at end of period 8,392,003 6,179,923
Add reinsurance recoverables 10,821,614 10,356,897
Balance at end of period $ 19,213,61% 16,536,820

Incurred losses and LAE are net of reinsurancevesoss under reinsurance contracts of $1,688,281 an
$2,640,562 for the three months ended March 311 20@ 2010.

Prior year incurred loss and LAE development isebdaspon numerous estimates by line of business and
accident year. The Company’s management continuallgnitors claims activity to assess the
appropriateness of carried case and IBNR resegingag consideration to Company and industry trends

Loss and loss adjustment expense reserves

The reserving process for loss adjustment expersarves provides for the Company’s best estimate at
particular point in time of the ultimate unpaid ta$ all losses and loss adjustment expenses iedurr
including settlement and administration of losse®] is based on facts and circumstances then kaadn
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 futurenda
severity and frequency, the length of time befossés will develop to their ultimate level and plossible
changes in the law and other external factors dhatoften beyond the Company’s control. The lofis ra
projection method is used to estimate loss reserVbe process produces carried reserves set by
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 claintsased 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 sfdod loss adjustment expense reserves for uneeport
claims are determined using historical informatimnline of insurance as adjusted to current cooiagi
Since this process produces loss reserves set bggement 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 withrdserving process, the ultimate liability may eliff
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 monitornetdase
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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 businessstiexj
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 Company’s reinsurance program is structureghtble it to reflect significant reductions in prems
written and earned and also provides income asudtraéf ceding commissions earned pursuant to tioeaq
share reinsurance contracts. This structure halsleshghe Company to significantly grow its premium
volume while maintaining regulatory capital and estHinancial ratios generally within or below the
expected ranges used for regulatory oversight magoThe Company’s participation in reinsurance
arrangements does not relieve the Company froobiigations to policyholders.

Ceding Commission Revenue

The Company earns ceding commissions under itsaggltdre reinsurance agreements based on a sliding
scale of commission rates and ultimate treaty s ratios on the policies reinsured under eadhede
agreements. The sliding scale includes minimum raagimum commission rates in relation to specified
ultimate loss ratios. The commission rate and rgediommissions earned increase when the estimated
ultimate loss ratio decreases and, converselycdhamission rate and ceding commissions earned asere
when the estimated ultimate loss ratio increases.

As of March 31, 2011 and 2010 the Company’s esghattimate loss ratios attributable to these cmt$r
are lower than the contractual ultimate loss ratibsvhich the minimum amount of ceding commissions
can be earned. Accordingly, the Company has redardding commissions earned that are greater bean t
minimum commissions.

Ceding commission revenue consists of the following

Three months ended

March 31,
2011 201C
(unaudited)
Ceded commission on reinsurance treaties $ 1,588,306 1,809,593
Contingent commission ceded 724,269 401,544

$ 2,312,575 $ 2,211,137

Note 8 — Notes Payable and Capital Lease Obligatisen

Notes payable and capital lease obligations coo&ist
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March 31, 201: December 31, 201

Less Less
Total Current Long-Term Total Current Long-Term
Debt Maturities Debt Debt Maturities Debt
(unaudited)
Capital lease obligation $ 4479 $ 4,479 $ - % 10,997 $ 10,997 $
Notes payable 1,450,000 1,450,000 - 1,450,000 1,450,000
$ 1,454,479 $ 1,454,479 $ - $ 1,460,997% 1,460,997 $

Notes Payable

From June 2009 through January 2010, the Compampwed $1,450,000 (including $785,000 from
related parties as discussed below) and issuedigsong notes in such aggregate principal amourg (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 prenaium
penalty; provided, however, that, under any cirdamses, the holders of the 2009 Notes are entited
receive an aggregate of six months interest frarigbue date of the 2009 Notes with respect tatheunt
prepaid.

Interest expense on the 2009 Notes for the threathmoended March 31, 2011 and 2010 was
approximately $46,000 and $42,000, respectively.

Aggregate related party borrowings of $785,000 atd¥l 31, 2011 and December 31, 2010 are as follows:

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 tggegate 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 ferttitee months ended March 31, 2011 and 2010 was
approximately $25,000 and $23,000, respectively.

Note 9 — Preferred Stock

Upon issuance, the Company’s Preferred Stock, whiachexchanged for common stock effective June 30,
2010, was reported as a liability, in accordancéh VBAAP guidance for accounting for certain finaci
instruments with characteristics of both liabiktiand equity. For the three months ended Marcl2G1]

and 2010, the preferred dividends have been dedsif interest expense of $-0- and $37,353 (imujud
$32,637 to related parties), respectively.

Note 10 — Equity Stock Compensation

Other Equity Compensation

The results of operations for the three months @rMarch 31, 2011 and 2010 include other share-based
stock compensation expense totaling approximatély &hd $112,000, respectively. For the three nmsnth

ended March 31, 2010, other equity compensatiorsistsnof 50,000 shares granted to the Company’s
chief executive officer pursuant to an amended egmént agreement dated March 24, 2010. The fair
value of the stock grant is $112,000. Such amowst een included in the Condensed Consolidated
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Statement of Operations and Comprehensive Incortiervather operating expenses.

Stock Options

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

and restricted stock. Under the 2005 Plan, a maxirai300,000 shares of Common Stock were permitted
to be issued pursuant to options granted and ce=drstock issued. In March 2010, the Board of @oes

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 amggrovn June 2010, the stockholders approved the
increase to 550,000 shares. Incentive stock optgranted 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 deterenthe expiration date with respect to non-stauto
options, and the vesting provisions for restrittmtk, granted under the 2005 Plan.

The results of operations for the three months @édarch 31, 2011 and 2010 include share-based stock
option compensation expense totaling approxima$l9,000 and $89,000, respectively. Share-based
compensation expense related to stock optionstisfrestimated forfeitures of 21% and 23% for theeé
months ended March 31, 2011 and 2010, respectiv@liygh amounts have been included in the Condensed
Consolidated Statement of Operations and Comprefehlcome within other operating expenses.

Stock option compensation expense in 2011 and 201Be estimated fair value of options granted
amortized on a straight-line basis over the retpisgervice period for the entire portion of the edvaThe
weighted average estimated fair value of stockomgtigranted during the three months ended March 31,
2010 was $2.04. The fair value of options at ttengdate was estimated using the Black-Scholdasropt
pricing method. No stock options were granted riurtihe three months ended March 31, 2011. The
following weighted average assumptions were usedyfants during the three months ended March 31
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 Company’'989Stock Option Plan (terminated in November
2008) and the 2005 Plan as of March 31, 2011, dwachges during the three months then ended is as
follows:
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Weighted

Weighted Average
Average Remaining Aggregate
Number o Exercise Pric  Contractual Intrinsic
Stock Option Share per Share Term Value
Outstanding at January 1, 2011 393,865 $ 2.32 3.2¢ $ 463,46!
Granted $ - - -
Forfeitec $ - -
QOutstanding at March 31, 2011 393,865 $ 2.32 3.0¢ $ 301,98(
Vested and Exercisable at March 31, Z 251,932 $ 2.25 2.62 $ 211,34(

The aggregate intrinsic value of options outstagdand options exercisable at March 31, 2011 is
calculated as the difference between the exercise pf the underlying options and the market patéhe
Company’s Common Stock for the options that hadase prices that were lower than the $3.09 closing
price of the Company’'s Common Stock on March 31,120No stock options were exercised in the three
months ended March 31, 2011 and 2010.

As of March 31, 2011 the fair value of unamortizaanpensation cost related to unvested stock option
awards was approximately $121,000. Unamortized emsgition cost as of March 31, 2011 is expected to
be recognized over a remaining weighted-averagingeseriod of 1.58 years.

Note 11 — Income Taxes

The Company files a consolidated U.S. Federal Ircohax return that includes all wholly-owned
subsidiaries. State tax returns are filed on a @areted or separate basis depending on applidabis.

The Company’s effective tax rate from continuingeigtions for the three months ended March 31, 2011
and 2010 was 24.8% and 39.8%, respectively.

At December 31, 2010, the Company had the followiegoperating loss carryforwards for tax purposes:

Type of NOL Amount Expiration
Federal only $ 37,270 December 31, 2030
State only $ 2,742,552 December 31, 2030
Amount subject to Annual Limitation, Federal oni) ( $ 110,000 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, 10 per year (“Annual Limitation”) as a result @f
greater than 50% ownership change of the Compaid@d®. The losses subject to the Annual Limitation
will be available for future years, expiring thr¢tuBecember 31, 2019.

Deferred tax assets and liabilities are determurgdg the enacted tax rates applicable to the gehe
temporary differences are expected to be recovérecbrdingly, the current period income tax proworsi

can be affected by the enactment of new tax rdtles.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, tecteff at a various rates depending on whether the
temporary differences are subject to Federal ta$¢aste taxes, or both. As of March 31, 2011 and
December 31, 2010 the Company’s net deferred addity was $2,039,179 and $1,998,557, respectively
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In assessing the valuation of deferred tax asdetsSCompany considers whether it is more likelynthat

that some portion or all of the deferred tax assétsnot be realized. The ultimate realizationdsdferred

tax assets is dependent upon the generation ofefeiéxable income during the periods in which those
temporary differences become deductible. No valmatllowance against deferred tax assets has been
established as the Company believes it is moréyltken not the deferred tax assets will be redlizased

on the historical taxable income of KICO.

Under GAAP guidance for the “Accounting for Uncantg in Income Taxes”, the Company had no
material unrecognized tax benefit and no adjustmetot liabilities or operations were required.
Additionally, Accounting for Uncertainty in Inconleaxes, provides guidance on the recognition oféasie
and penalties related to income taxes. There weliatarest or penalties related to income taxeshhae
been accrued or recognized as of and for the thaerehs ended March 31, 2011 and 2010. If any had be
recognized these would be reported in income taeese.

Note 12 - Net Income (Loss) Per Common Share

For the three months ended March 31, 2011 and @%@ were 251,932 and 153,468 vested options with
an exercise price below the average market priceeofCompany’s Common Stock during the period. For
the three months ended March 31, 2011 and 201ih¢hesion of 87,633 shares of net Common Stock and
39,921 shares of net Common Stock, respectivebyrased to issued upon the exercise of such options i
the computation of diluted earnings per share wdwdde been anti-dilutive for both periods, and as a
result, the weighted average number of shares ofirtmn Stock used in the calculation of basic and
diluted earnings per share of Common Stock havéeen adjusted for the effects of such options.

For the three months ended March 31, 2010 mandatedeemable Preferred Stock had a conversion
price in below the average market price of the Camy{s Common Stock during the period and the
inclusion of 649,615 assumed converted shares afntmn Stock in the computation of diluted earnings
per share would have been anti-dilutive, and a&salt, the weighted average number of shares ofn@mm
Stock used in the calculation of basic and dilachings per common share have not been adjustéukefo
effects of such mandatorily redeemable Preferredkst

Note 13 - Commitments and Contingencies

Legal Proceedings

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

On April 17, 2009, the Company’s wholly-owned sdlimiies that owned and operated its former network
of retail brokerage outlets in New York State sesldstantially all of their assets, including thekaof

business (the “New York Assets”). As additional sideration, the Company was entitled to receive
through September 30, 2010 an additional amourdleéqu60% of the net commissions derived from the
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book of business of six New York retail locatiofstt were closed in 2008. Income from discontinued
operations for the three months ended March 311 20t 2010 includes approximately $-0- and $14,000
of income from additional consideration from théesaf the New York Assets.

ITEM 2. MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS.

Overview

We offer property and casualty insurance productall businesses and individuals in New York
State through our subsidiary, Kingstone Insuranom@any (“KICO”).

We derive substantially all of our revenue from KICwhich includes revenues from earned
premiums, ceding commissions from quota share weamge, investment income and net realized and
unrealized gains and losses on investment seauritiarned premiums represent premiums receivea fro
insureds, which are recognized as revenue ovguehied of time that insurance coverage is proviged,
ratably over the life of the policy). A significaperiod of time normally elapses between the recaip
insurance premiums and the payment of insurandésslauring this time, KICO invests the premiums,
earns investment income and generates net realmeldunrealized investment gains and losses on
investments.

Our expenses include the insurance underwritingeres@s of KICO and other operating expenses.
Insurance companies incur a significant amounheirttotal expenses from policyholder losses, wlaiah
commonly referred to as claims. In settling policlder losses, various loss adjustment expensesg*)L.A
are incurred such as insurance adjusters’ feeslibgakion expenses. In addition, insurance comesani
incur policy acquisition expenses, such as comomnsspaid to producers and premium taxes, and other
expenses related to the underwriting process, dimodutheir employees’ compensation and benefits.

Other operating expenses include the corporate nsgseof our holding company, Kingstone
Companies, Inc. These expenses include executiypdogment costs, legal, auditing and consulting fees
occupancy costs related to our corporate office aieér costs directly associated with being a jgubli
company.

We utilize the following key measures in analyzitigge results of our insurance underwriting
business:

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

Net underwriting expense ratio. The net expense ratio is a measure of an inseraompany’s
operational efficiency in administering its busiseExpressed 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 combined 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.

Critical Accounting Policies

Our condensed consolidated financial statementsdaedhe accounts of Kingstone Companies, Inc.
and all majority-owned and controlled subsidiarielse preparation of financial statements in conftym
with accounting principles generally accepted ie thnited States requires our management to make
estimates and assumptions in certain circumstatitas affect amounts reported in our consolidated
financial statements and related notes. In pregahase financial statements, our management laedt
information available including our past histomydustry standards and the current economic envieatm
among other factors, in forming its estimates aodgments of certain amounts included in the
consolidated financial statements, giving due aersition to materiality. It is possible that théimbte
outcome as anticipated by our management in foinglaits estimates inherent in these financial
statements might not materialize. However, appboadf the critical accounting policies below invet
the exercise of judgment and use of assumptiorite &gture uncertainties and, as a result, actusllte
could differ from these estimates. In addition,estbompanies may utilize different estimates, whitdy
impact comparability of our results of operationgiose 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 hasebeen reported prior to the reporting date, arteoun
recoverable from third party reinsurers, deferradicy acquisition costs, deferred income taxes, the
impairment of investment securities, intangibleetgssnd the valuation of stock based compens&tiea.
Note 2 to the Consolidated Financial Statementéccbunting Policies and Basis of Presentation” for
information related to updated accounting policies.

Consolidated Results of Operations
Three Months Ended March 31, 2011 Compared to Three Months Ended March 31, 2010

The following table summarizes the changes in &seilts of our operations (in thousands) for the
periods indicated:
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Three months ended March 31,

(% in thousands 2011 201C Change Percent
Revenues
Gross written premium $ 9533 $ 7661 $ 1,872 24.4 %
Net written premium 4,037 3,378 659 195 %
Change in net unearned premiums (669) (1,160) 491 (42.3) %
Net premiums earned 3,368 2,218 1,150 51.8 %
Ceding commission revenue 2,313 2,211 102 46 %
Net investment income 178 132 46 34.8 %
Net realized gain on investments 70 35 35 100.0 %
Other income 247 221 26 11.8 %
Total revenues 6,176 4,817 1,359 28.2 %
Expenses
Loss and loss adjustment expenses
Gross loss and loss adjustment expenses 4,239 4,074 165 40 %
Less: ceded loss and loss adjustment expenses 11,688(2,641) 952 (36.1) %
Net loss and loss adjustment expenses 2,551 1,434 1,117 779 %
Commission expense 1,372 1,137 235 20.7 %
Other underwriting expenses 1,577 1,104 473 42.8 %
Other operating expenses 304 540 (236) (43.7) %
Depreciation and amortization 158 157 1 0.6 %
Interest expense 46 45 1 22 %
Interest expense - mandatorily
redeemable preferred stock - 37 (37) (100.0) %
Total expenses 6,008 4,454 1,554 349 %
Income from continuing operations before taxes 168 363 (195) (53.7) %
Provision for income tax 42 145 (103) (71.0) %
Income from continuing operations 126 218 (92) (42.2) %
Income from discontinued operations, net of taxes - 14 (14) 100.0 %
Net income $ 126 $ 232 $ (106) (45.7) %
Percent of total revenues:
Net premiums earned 54.5% 46.0%
Ceding commission revenue 37.5% 45.9%
Net investment income 2.9% 2.8%
Net realized gains on investments 1.1% 0.7%
Other income 4.0% 4.6%
100.0% 100.0%
Ceded premiums as a percent of gross premiums:
Written 57.7% 55.9%
Earned 59.4% 67.3%
Ceded loss and loss adjustment expenses as a petcen
of gross loss and loss and loss adjustment expenses 39.8% 64.8%
Net loss ratio 75.7% 64.6%

Gross premiums written during the three months éndarch 31, 2011 (“2011") were $9,533,000
compared to $7,661,000 during the three months ceriMdarch 31, 2010 (“2010”). The increase of
$1,872,000 or 24.4% was primarily due to an inaeiaspolicies in-force during 2011 as compared to
2010. Policies in-force increased by 18.7% as ofdd&1, 2011 compared to March 31, 2010. In addlitio
the increase in written premiums is due to growthour commercial lines business, which has higher
premiums associated with it.
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Net written premium increased $659,000, or 19.586$4,037,000 in 2011 from $3,378,000 in
2010. The increase in net written premiums resuitesh an increase of gross written premiums in 2011
compared to gross written premium in 2010. Nettemifpremiums grew at a lower rate than gross writte
premiums (19.5 % compared to 24.4%) due to a gréatecase in premiums written in lines of business
that are subject to quota share treaties compardids of business that are not subject to qubtaes
treaties.

Net premiums earned increased $1,150,000, or 51t&%3,368,000 in 2011 from $2,218,000 in
2010. As premiums written earn ratably primarilyepa twelve month period, the increase was a re$ult
higher net written premium for the twelve monthsl@h March 31, 2011 compared to the twelve months
ended March 31, 2010.

Ceding commission revenue was $2,313,000 in 20fripaced to $2,211,000 in 2010. The increase
of $102,000 or 4.6% was due to the increase iratheunt of premiums ceded and more favorable ceding
commission rates. Ceding commission revenue alseased as a result of decreases in ceded logs rati
on prior year’s quota share treaties.

Net investment income was $178,000 in 2011 congp&we$132,000 in 2010. The increase of
$46,000 or 34.8% was due to an increase in avamagsted assets in 2011 as compared to 2010. The
increase in cash and invested assets resulted rgyinfiem increased operating cash flows. The tax
equivalent investment vyield, excluding cash, wa81% and 5.57% at March 31, 2011 and 2010,
respectively.

Net loss and loss adjustment expenses were $2(B5in02011 compared to $1,434,000 in 2010.
The net loss ratio was 75.7% in 2011 compared 16%4n 2010. The increase of 11.1 percentage points
our net loss ratio for 2011 as compared to 20J@imarily due to an increase in losses in our consrak
auto line of business, which is not subject to atgishare treaty in 2011. Ceded losses as a pageeat
total losses decreased to 39.8% in 2011 from 64n82010.

Commission expense was $1,372,000 in 2011 or 14#goss premiums written. Commission
expense was $1,137,000 in 2010 or 14.8% of grammipms written. The increase of $235,000 or 20.7%
is due to the 24.4% increase in gross premiumsearih 2011 as compared to 2010.

Other underwriting expenses were $1,577,000 in 26drhpared to $1,104,000 in 2010. The
$473,000 increase in other underwriting expenses pvanarily due to expenses directly related to the
increase in gross premiums written and additionapleyment costs due to the hiring of additionaffsta
needed to service our growth in written premiumise Gross underwriting expense ratio was 16.5% in
2011 as compared to 14.4% in 2010. The net undemgexpense ratio was 46.8% in 2011 as compared to
49.8% in 2010.

Other operating expenses, related to the corpesqtenses of our holding company, were $304,000
in 2011 compared to $540,000 in 2010. The $236dMMease in 2010 was primarily due to decreases in
professional fees and executive employment costs.r&éduction of professional fees in 2011 was due t
the elimination of the additional costs incurre®Bil0 stemming from the acquisition of KICO on Jijy
2009. The reduction of executive employment casiduie to bonus compensation to our Chief Executive
Officer in 2010, which was incurred pursuant to amended employment agreement dated March 24,
2010.

Interest expense on mandatorily redeemable prefatarck was $-0- in 2011 compared to $37,000
in 2010. The reduction was due to the exchangalladf the outstanding preferred stock into common
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stock on June 30, 2010, which resulted in the elton of additional related interest expense athaif
date.

Income tax expense in 2011 was $42,000, which tegsith an effective tax rate of 24.8%. Income
tax expense in 2010 was $145,000, which resulteghieffective tax rate of 39.8%. The decrease in ou
effective rate resulted primarily from an increasé¢he percentage of tax exempt permanent diffeagnc
book income in 2011 compared to 2010.

Net income was $126,000 in 2011 compared to $282i90@2010. The decrease in net income of
$106,000 was due to the circumstances that causedntrease in both our net loss ratio and net
underwriting ratios, offset by increases in bothpremiums earned and ceding commission revenaeaan
decrease in operating expenses, as described above.

Insurance Underwriting Business on a Standalone Béas

Our insurance underwriting business reported otaadalone basis for the three months ended

March 31, 2011 and 2010 is as follows:

Three months ended

March 31,
2011 2010
Revenues
Net premiums earned 3,367,699 $ 2,217,947
Ceding commission revenue 2,312,575 2,211,137
Net investment income 177,670 132,280
Net realized gain on investments 70,471 34,660
Other income 97,930 75,077
Total revenues 6,026,345 4,671,101
Expenses
Loss and loss adjustment expenses 2,550,764 1,434,618
Commission expense 1,371,749 1,136,619
Other underwriting expenses 1,576,819 1,103,920
Depreciation and amortization 155,915 155,629
Total expenses 5,655,247 3,830,786
Income from operations 371,098 840,315
Income tax expense 119,379 275,814
Net income 251,71 $ 564,50:

An analysis of our direct, assumed and ceded egmmnmdiums, loss and loss adjust expenses, and loss

ratios is shown below:
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Direct Assumed Ceded Net

Three months ended March 31, 2011:

Written premiums $ 9,533,146% 234 $ (5,496,365 4,037,015
Unearned premiums (1,236,876) 2,138 565,422 (669,316)
Earned premiums $  8,296,27(h 2,372 $ (4,930,943)$ 3,367,699
Loss and loss adjustment expenses $ 4,237,389 1,626 $ (1,688,251)$ 2,550,764
Loss ratio 51.1% 68.5% 34.2% 75.7%

Three months ended March 31, 2010:
Written premiums 7,660,983% 1,361 $ (4,283,853)$ 3,378,491
Unearned premiums (889,358) 1,409 (272,595) (1,160,544)

*»

Earned premiums $ 6,771,625 2,770 $ (4,556,448)$% 2,217,947
Loss and loss adjustment expenses $ 4,074,660 1,130 $ (2,640,562)3 1,434,618
Loss ratio 60.2% 40.8% 58.0% 64.7%

Key Measures

The key measures for our insurance underwritingniess for the three months ended March 31,
2011 and 2010 are as follows:

Three months ended

March 31,
2011 2010

Net premiums earned $ 3,367,699 $ 2,217,947
Ceding commission revenue 2,312,575 2,211,137
Other income 97,930 75,077
Loss and loss adjustment expenses 2,550,764 1,434,618
Acquistion costs and other underwriting expenses:

Commission expense 1,371,749 1,136,619

Other underwriting expenses 1,576,819 1,103,920
Total acquistion costs and other underwriting esgsn 2,948,568 2,240,539
Underwriting incom $ 278,87. $ 829,00:
Key Measures:

Net loss ratio 75.7% 64.7%

Net underwriting expense ratio 16.0% -2.1%

Net combined ratio 91.7% 62.6%

Reconciliation of net underwriting expense ratio:

Acquisition costs and other underwriting expenses $ 942568 $ 2,240,539

Less: Ceding commission revenue (2,312,575) (2,211,137)

Less: Other income (97,930) (75,077)

$ 538,06 $ (45,675

Net earned premiu $ 3,367,69 $ 2,217,94
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Investments
Portfolio Summary

The following table presents a breakdown of the rbimexd cost, aggregate fair value and unrealized
gains and losses by investment type as of MarcR@11 and December 31, 2010:

Available for Sale Securities

March 31, 2011

Cost or Gross Gross Unrealized Losses Aggregate % of
Amortized Unrealized Less than 12 More than 12 Fair Fair
Category Cost Gains Months Months Value Value
(unaudited)
U.S. Treasury securities and
obligations of U.S. government
corporations and agencies $ 1,000,597% 34,668 $ - 3% - $ 1,035,265 5.0%
Political subdivisions of States,
Territories and Possessions 7,264,437 73,805 (46,262) (32,472) 7,259,508 35.2%
Corporate and other bonds
Industrial and miscellaneous 9,649,052 200,179 (113,932) - 9,735,299 47.1%
Total fixed-maturity securities 17,914,086 308,652 (160,194) (32,472) 18,030,072 87.3%
Equity Securities 2,485,876 162,518 (26,585) - 2,621,809 12.7%
Total $ 20,399,962 $ 471,170 $ (186,779) $ (32,472) $ 20,651,881 100.0%

December 31, 2010

Cost or Gross Gross Unrealized Losses Aggregate % 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 $ 1,000,572% 42,085 $ - $ - $ 1,042,657 5.4%
Political subdivisions of States,
Territories and Possessions 7,278,663 79,791 (86,234) (12,995) 7,259,225  37.6%
Corporate and other bonds
Industrial and miscellaneous 7,997,817 176,999 (137,597) - 8,037,219 41.6%
Total fixed-maturity securities 16,277,052 298,875 (223,831) (12,995) 16,339,101 84.6%
Equity Securities 2,825,015 218,717 (60,697) - 2,983,035 15.4%
Total $ 19,102,067 $ 517,592 $ (284,528) $ (12,995) $ 19,322,136 100.0%
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Held to Maturity Securities

March 31, 2011

Cost or Gross Gross Unrealized Losses % of
Amortized Unrealized Less than 12 More than 12 Fair Fair
Category Cost Gains Months Months Value Value
(unaudited)
U.S. Treasury securities $ 606,222 $ - % (22,430) $ - $ 583,792 100.0%

December 31, 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 $ 605,424 $ 974 $ - $ - % 606,398 100.0%

Credit Rating of Fixed-Maturity Securities

The table below summarizes the credit quality af foted-maturity securities available for sale as
of March 31, 2011 and December 31, 2010 as rateftdnydard and Poor’s.

March 31, 2011 December 31, 2010
Percentage of Percentage of
Fair Market Fair Market Fair Market Fair Market
Value Value Value Value
(unaudited)

Rating
U.S. Treasury securities $ 1,035,265 57% $ 1,042,657 6.4%
AAA 4,233,318 23.6% 4,229,483 25.9%
AA 3,847,658 21.3% 3,698,610 22.6%
A 5,283,590 29.3% 4,770,488 29.2%
BBB 3,630,241 20.1% 2,597,863 15.9%
Total $ 18,030,072 100.0% $ 16,339,101 100.0%

The table below summarizes the average duratiotyfiiy of fixed-maturity security available for
sale as well as detailing the average yield asafcM 31, 2011 and December 31, 2010:
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March 31, 2011

December 31, 2010

Weighted Weighted
Average Average
Average Duration in Average Duration in
Category Yield % Years Yield % Years
(unaudited)
U.S. Treasury securities and
obligations of U.S. government
corporations and agencies 2.68% 13.8 3.27% 141
Political subdivisions of States,
Territories and Possessions 4.24% 6.7 4.24% 6.9
Corporate and other bonds
Industrial and miscellaneous 5.10% 7.4 5.20% 7.6

Fair Value Consideration

As disclosed in Note 5 to the Condensed Conse@ldl&inancial Statements, with respect to “Fair
Value Measurements,” we define fair value under ®Aguidance as the price that would be received to
sell an asset or paid to transfer a liability in@derly transaction between market participants “gxit
price”). This GAAP guidance establishes a fair eahierarchy that distinguishes between inputs based
market data from independent sources (“observaigets”) and a reporting entity’s internal assumpmio
based upon the best information available when reatemarket data is limited or unavailable
(“unobservable inputs”). The fair value hierarciiyGAAP prioritizes fair value measurements intcethr
levels based on the nature of the inputs. Quotiegpin active markets for identical assets haeehtghest
priority (“Level 1”), followed by observable inputgher than quoted prices including prices for Embut
not identical assets or liabilities (“Level 2"), cdirunobservable inputs, including the reporting tgisi
estimates of the assumption that market particgpauntuld use, having the lowest priority (“Level 3As
of March 31, 2011 and December 31, 2010, 100% @finkiestment portfolio recorded at fair value was
priced based upon quoted market prices.

As more fully described in Note 3 to our ConsolathtFinancial Statements, “Investments—
Impairment Review,” we completed a detailed revavall our securities in a continuous loss positaen
of March 31, 2011 and December 31, 2010, and cdedlduhat the unrealized losses in these asseeslass
are the result of a decrease in value due to teahspread widening and broader market sentimatiter
than fundamental collateral deterioration, andtangporary 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 unrealinsd |
position as of March 31, 2011 and December 31, 2010
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March 31, 2011

Less than 12 months 12 months or more Total
No. of No. of Aggregate
Fair Unrealized Positions Fair Unrealized Positions Fair Unrealized
Category Value Losse! Held Value Losse! Held Value Losse!
(unaudited)
Fixed-Maturity Securities:
Political subdivisions of
States, Territories and
Possessions $ 1,638,318 % (46,262) 7 $ 1,338,826 $ (32,472) 4 $ 2977,144 % (78,734)
Corporate and other
bonds industrial and
miscellaneous 4,307,000 (113,932) 22 - - - 4,307,000 (113,932)
Total fixed-maturity
securities $ 5,945,318 $ (160,194) 29 $ 1,338,826 $ (32,472) 4 $ 7,284,144 $ (192,666)
Equity Securities:
Preferred stocks $ 316,000 $ (4,223) 8 $ - $ - - $ 316,000 $ (4,223)
Common stocks 488,948 (22,362) 9 - - - 488,948 (22,362)
Total equity securities $ 804,948 $ (26,585) 17  $ - $ - - $ 804,948 $ (26,585)
Total $ 6,750,266 $ (186,779) 46 $ 1,338,826 $ (32,472) 4 $ 8,089,092 $ (219,251)
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December 31, 2010

Less than 12 months 12 months or more Total
No. of No. of Aggregate
Fair Unrealized Positions Fair Unrealized Positions Fair Unrealized
Category Value Losse! Held Value Losse! Held Value Losse!
Fixed-Maturity Securities:
Political subdivisions of
States, Territories and
Possessions $ 2,870,728 $ (86,234) 11 $ 1,119,244 $ (12,995) 4 $ 3,989,972 % (99,229)
Corporate and other
bonds industrial and
miscellaneous 4,113,912 (137,597) 20 - - - 4,113,912 (137,597)
Total fixed-maturity
securities $ 6,984,640 $ (223,831) 31 $1,119,244 $ (12,995) 4 $ 8,103,884 $ (236,826)
Equity Securities:
Preferred stocks $ 363,670 $ (6,333) 9 $ - $ - - $ 363670 $ (6,333)
Common stocks 690,634 (54,364) 16 - - - 690,634 (54,364)
Total equity securities $ 1,054,304 $ (60,697) 25 % - $ - - $ 1,054,304 $ (60,697)
Total $ 8,038,944 $ (284,528) 56 $ 1,119,244 $ (12,995) 4 $ 9,158,188 $ (297,523)
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There are 50 securities at March 31, 2011 thatwaddor the gross unrealized loss, none of which
is deemed by us to be other than temporarily inggiaiThere were 60 securities at December 31, 2¢O t
account for the gross unrealized loss, none of whvere deemed by us to be other than temporarily
impaired. Significant factors influencing our detémation that unrealized losses were temporaryuohed
the magnitude of the unrealized losses in reldioaach security’s cost, the nature of the investraad
management’s intent not to sell these securitias iabeing not more likely than not that we will be
required to sell these investments before antiegbatcovery of fair value to our cost basis.

Liquidity and Capital Resources
Cash Flows

The primary sources of cash flow is from our inseeunderwriting subsidiary, KICO, which are
gross premiums written, ceding commissions from quota share reinsurers, loss payments by our
reinsurers, investment income and proceeds fronsdhe or maturity of investments. Funds are used by
KICO for ceded premium payments to reinsurers, tvlie paid on a net basis after subtracting lgsaek
on reinsured claims and reinsurance commission€OKhIso uses funds for loss payments and loss
adjustment expenses on our net business, comnsessmmproducers, salaries and other underwriting
expenses as well as to purchase investments agul dssets.

On July 1, 2009, we completed the acquisition dd%0of the issued and outstanding common
stock of KICO (formerly known as Commercial Mutuaurance Company (“CMIC”)) pursuant to the
conversion of CMIC from an advance premium coopeézato a stock property and casualty insurance
company. Pursuant to the plan of conversion, welieed a 100% equity interest in KICO. In connection
with the plan of conversion of CMIC, we have agreeth the Insurance Department that for a period of
two years following the effective date of conversf July 1, 2009, no dividend may be paid by KI@O
us without the approval of the Insurance Departmastof March 31, 2011, no such request has been
made by us to the Insurance Department. We hawveaglieed with the Insurance Department that certain
intercompany transactions between KICO and us rbestiled with the Insurance Department 30 days
prior to implementation and not disapproved byltiseirance 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 businesa¢svire included in our discontinued operationghéf
aforementioned is insufficient to cover our holdiogmpany cash requirements, we will seek to obtain
additional financing.

Notes payable with an outstanding principal balaote1,450,000 bear interest at the rate of
12.625% and mature on July 10, 2011. Certain ohtiteholders have expressed the desire to amend and
extend the notes at maturity, many having investedhese same terms with similar notes beginning in
2003. As of March 31, 2011 the related party haldepresent $785,000 or 54% of the principal arhoun
Prior to the scheduled maturity date, our BoardDafctors will consider our options, as they have
repeatedly done since the original issuance of (BBJ®0 of similar notes in 2003. We will attempt to
reduce the outstanding principal balance and vifidrdo extend the due date of the remaining ppakfor
an added period of time, which we anticipate tofroen three to five years. Consideration will alse
given to a significant reduction in the interedereeflecting our current financial condition asrgmared to
our financial condition when the notes were issine2D09.
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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 afgown in the following table:

Three Months Ended March 31, 2011 2010
Cash flows provided by (used in):
Operating activities $ 1,246,298 $ (252,702)
Investing activities (1,172,432) (6,067)
Financing activities (6,518) 394,048
Net increase in cash and cash equivaler 67,348 135,279
Cash and cash equivalents, beginning of period 206,6 625,320
Cash and cash equivalents, end of perir $ 393,96¢ $ 760,59!

The increase in cash flows provided by operatingviéies in 2011 was primarily a result of the
fluctuations in the operating activities of KICOeatribed above, as affected by the growth in its
operations.

The increase in cash flows used in investing dEs/is a result of the increase in net investment
of fixed-maturity securities and equity securitiessulting from positive cash flow for operations.

Net cash provided by financing activities decreaa®d result of the $400,000 decrease in proceeds
from long term debt that was received in 2010.

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

Iltem 4. 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.
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As required by Exchange Act Rule 13a-15(b), aghefend of the period covered by this Quarterly
Report, under the supervision and with the pamittgm 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@fdncial Officer concluded that our disclosure colst
and procedures were effective as of March 31, 2011.

Changesin Internal Control over Financial Reporting

There was no change in our internal control owearfcial reporting during our most recently
completed fiscal quarter that has materially aéfdcor is reasonably likely to materially affeaty anternal
control over financial reporting.
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PART II. OTHER INFORMATION

Iltem 1. Legal Proceedings

None
Iltem 1A. Risk Factors
Not applicable

ltem 2. Unreqistered Sales of Equity Securities andse of Proceeds

None

Iltem 3. Defaults Upon Senior Securities

None
ltem 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 Incorporatibon

1 Denotes document filed as an exhibit to our AnrRegport 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 CurReyhort 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 Quigrt@eport on Form 10-QSB for the period ended
September 30, 2004 and incorporated herein byereder
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3(b) Certsijljicate of Amendment of Certificate of Incorption filed July 1,
200

3(c) Certificate of Designation of Series A Preferredc®t
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 Preferredc&t
3(g) Certificate of Designation of Series E Preferreac&t’
3(h) By-laws, as amendé&d

10 Amendment No. 3, dated as of February 28, 2011Ernwployment
Contract between Kingstone Insurance Company amad Do Reierselt

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 AdopteduBaotdo 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 Curfeport 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.

2Denotes document filed as an exhibit to our CurReport on Form 8-K for an event dated February 28,
2011 and incorporated herein by reference.

38



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: May 20, 2011 By: /s/ Barry B. Goldstein
Barry B. Goldstein
President

By: /s/ Victor Brodsky
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 cor@aynuntrue statement of a material fact or omit
to state a material fact necessary to make thersttts made, in light of the circumstances undeciwh
such statements were made, not misleading witrecé$p the period covered by this report;

3. Based on my knowledge, the financial statements,aher financial information included in this
report, fairly present in all material respects financial condition, results of operations andhctisws of
the small business issuer as of, and for, the gepoesented in this report;

4, The small business issuer's other certifying ofscand | are responsible for establishing and
maintaining disclosure controls and proceduredéimed in Exchange Act Rules 13a-15(e) and 15d-15-
(e)) and internal control over financial reporti(as defined in Exchange Act Rules 13a-15(f) and- 15d
15(f)) for the small business issuer and have:

€)) Designed such disclosure controls and proceduresawsed such disclosure controls and
procedures to be designed under our supervisie@ngare that material information relating
to the small business issuer, including its coalstéid subsidiaries, is made known to us by
others within those entities, particularly durirfge tperiod 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 reportingathe preparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

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

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

5. The small business issuer’'s other certifying offigse and | have disclosed, based on our most
recent evaluation of internal control over finahegporting, to the small business issuer’s auditord the
audit committee of the small business issuer’s dadrdirectors (or persons performing the equivalen
functions):



(@) All significant deficiencies and material weaknesge the design or operation of internal
control over financial reporting which are reasdpdlkely 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 involvearmagement or other employees who have
a significant role in the small business issuertsrinal control over financial reporting.

Date: May 20, 2011
/s/ Barry B. Goldstein
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 cor@aynuntrue statement of a material fact or omit
to state a material fact necessary to make thersttts made, in light of the circumstances undeciwh
such statements were made, not misleading witrecé$p the period covered by this report;

3. Based on my knowledge, the financial statements,cher financial information included in this
report, fairly present in all material respects financial condition, results of operations andhctisws of
the small business issuer as of, and for, the gepoesented in this report;

4, The small business issuer's other certifying oficand | are responsible for establishing and
maintaining disclosure controls and proceduredéimed in Exchange Act Rules 13a-15(e) and 15d-15-
(e)) and internal control over financial reporti(as defined in Exchange Act Rules 13a-15(f) and- 15d
15(f)) for the small business issuer and have:

€)) Designed such disclosure controls and proceduresawsed such disclosure controls and
procedures to be designed under our supervisie@ngare that material information relating
to the small business issuer, including its conlstéid subsidiaries, is made known to us by
others within those entities, particularly durirfge tperiod 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 reportingathe preparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

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

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

5. The small business issuer’'s other certifying offigse and | have disclosed, based on our most
recent evaluation of internal control over finahegporting, to the small business issuer’s auditord the
audit committee of the small business issuer’s dadrdirectors (or persons performing the equivalen
functions):



(@) All significant deficiencies and material weaknesge the design or operation of internal
control over financial reporting which are reasdpdlkely 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 involvearmagement or other employees who have
a significant role in the small business issuertsrinal control over financial reporting.

Date: May 20, 2011
/sl Victor Brodsky
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, ancquired by, 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley AcRG®2, that the Quarterly Report of Kingstone
Companies, Inc. (the “Company”) on Form 10-Q far geriod ended March 31, 2011 fully complies with
the requirements of Section 13(a) or 15(d) of teeusities Exchange Act of 1934, as amended, ard tha
information contained in such Quarterly Report amnfr 10-Q fairly presents, in all material respetig,
financial condition and results of operations e @ompany.

Date: May 20, 2011
/s/ Barry B. Goldstein
Barry B. Goldstein
Chief Executive Officer

/s/ Victor Brodsky
Victor Brodsky
Chief Financial Officer




