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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

CRM Holdings, Ltd.
Consolidated Balance Sheets

Assets
Investments
Fixed-maturity securities, available-for-sale
(amortized cost $295,101 and $275,480)
Short-term investments
Investment in unconsolidated subsidiary
Total investments
Cash and cash equivalents
Cash and cash equivalents
Restricted cash and cash equivalents
Total cash and cash equivalents
Accrued interest receivable
Premiums receivable, net
Reinsurance recoverable and prepaid reinsurance
Accounts receivable, net
Deferred policy acquisition costs
Current income taxes, net
Other intangible assets, net
Prepaid expenses
Other assets
Total assets

Liabilities and shareholders’ equity

Reserve for losses and loss adjustment expenses
Reinsurance payable

Unearned premiums

Long-term debt

Other liabilities

Total liabilities

Contingencies (Note 11)

Common shares
Authorized 50 billion shares; $0.01 par value;
16.5 million common shares issued and outstanding
0.4 million Class B shares issued and outstanding
Additional paid-in capital
Retained deficit
Accumulated other comprehensive income
Total shareholders’ equity
Total liabilities and shareholders’ equity

See Notes to Consolidated Financial Statements.
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Unaudited
March 31, 2010

December 31,
2009

(Dollars in thousands)

$ 298,14: $ 276,59
4,95: 4,89:

1,08: 1,08:

304,18 282,56

20,30: 44,08

4,02: 5,92:

24,32: 50,00¢

2,58¢ 2,54z

5,39¢ 6,24¢

126,56 123,76°

2,41% 3,17¢

811 75¢

5,217 6,97¢

397 43€

2,362 3,67¢

2,67: 2,78¢

$ 476,92 $ 482,94
$ 320,76. $ 317,49
22,31 20,35’

8,25( 10,59¢

44,08: 44.08:

27,25: 29,67

422,66 422,21

16 16

4 4

71,20¢ 71,05;

(19,099 (11,215

1,97¢ 727

54,26 60,73

$ 476,92 $ 482,94




CRM Holdings, Ltd.
Consolidated Statements of Operations and
Comprehensive Loss Income (Unaudited)

Three months ended March 31,

2010 2009
(Amounts in thousands, except per s
data)
Revenues
Net premiums earned $ 13,63t $ 21,14:
Fee income 27C 1,67¢
Investment income 2,811 3,25(
Total revenues 16,71¢ 26,06¢
Expenses
Losses and loss adjustment
expenses 14,45¢ 17,08t
Policy acquisition costs 3,022 3,90¢
General and administrative
expenses 6,51¢ 15,56¢
Interest expense 1,091 90C
Total expenses 25,081 37,45¢
Loss from continuing operations before income
taxes (8,369 (11,390
Tax benefit from continuing
operations (665) (3,204)
Loss from continuing
operations (7,709 (8,186)
Discontinued operations
Loss from discontinued operations before income
taxes (179 (297)
Tax provision (benefit) from discontinued
operations 2 (94)
Loss on discontinued operations (175) (203)
Net Loss $ (7,87¢) $ (8,38¢)
Loss per share from continuing operations
Basic $ (0.46) $ (0.49)
Diluted $ (0.4¢) $ (0.49
Loss per share from discontinued operations
Basic $ (0.00) $ (0.02)
Diluted $ 0.0)) $ (0.01)
Net loss per shal
Basic $ 0.47) $ (0.50
Diluted $ 0.47) $ (0.50
Weighted average shares outstanding
Basic 16,91« 16,61¢
Diluted 16,91« 16,61¢
Comprehensive Loss
Net loss $ (7,87¢) $ (8,38¢)
Other comprehensive income
Gross unrealized investment holdings gains aridiming the period 2,30 1,40i

Less reclassification adjustment for realized gaiekided in net loss (379 (472)



Income tax provision on other comprehensive income (676€) (380)
Total other comprehensive
income 1,25¢ 55¢
Total comprehensive loss $ (6,627 $ (7,834

See Notes to Consolidated Financial Statements.
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CRM Holdings, Ltd.
Consolidated Statements of Cash Flows (Unaudited)

Three months ended
March 31,
2010 2009
(Dollars in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES

Net loss $ (7,87¢) $ (8,389
Adjustments to reconcile net loss to net cash usegerating activities
Depreciation and amortization 17¢ 20¢
Amortization of unearned compensation, restrictedis 15€ 627
Amortization of premiums and discounts on availdblesale investments 43C 36C
Net realized gains on sale of available-for-salegtments (379 (472
Write off of uncollectible premiums receivable 245 834
Deferred income taxes (67€) (30€)
Changes in:
Accrued interest receivable 47 21¢
Premiums receivable, net 60¢ 4,81:
Reinsurance recoverable and prepaid insurance (2,795 (11,979
Accounts receivable, net 692 (243)
Deferred policy acquisition costs (53 (20)
Current income taxes, net 1,762 (2,999
Prepaid expenses 1,30z (414
Other assets 2 (89
Reserve for losses and loss adjustment expenses 3,26¢ 15,26¢
Reinsurance payable 1,95¢ (5,25%)
Unearned premiums (2,349 (46€)
Other liabilities (3,43)) 3,194
Net cash used in operating activities (7,009 (5,10¢6)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of available-for-sale investments (43,93) (52,729
Proceeds from sales of available-for-sale investsnen 16,89« 40,58¢
Proceeds from maturities of available-for-sale staeents 7,36( 16,64:
Net purchase, sales and maturities for short-texrastments (60) (110
Decrease (increase) in receivable for securitiess so 72 (27)
Increase in payable for investments purchased 1,007 —
Purchases of fixed assets (18) (15)
Disposals of fixed assets 3 19
Net cash (used in) provided by investing activities (18,679) 4,36¢
CASH FLOWS FROM FINANCING ACTIVITIES
Change in restricted cash and cash equivalents 1,90( (12%)
Issuance of common shares — share-based compensatio — 33
Retirement of common shares — share-based compmsnsat (4) 9
Net cash provided by (used in) financing activities 1,89¢ (107)
Net decrease in cash (23,78¢) (839)
Cash and cash equivalents
Beginning 44,08’ 28,04+
Ending $ 20,30 $ 27,20¢

See Notes to Consolidated Financial Statements.
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CRM Holdings, Ltd.

Notes to Consolidated Financial Statements

Note 1. Nature of Business and Significant Accouinig Policies
Organization

CRM Holdings, Ltd. (CRM Holdings or the Companyjgi8ermuda holding company and 100% owner of CRM ®Idings Inc. (CRN
USA Holdings), a United States holding company, amdn Bridges (Bermuda) Ltd. (Twin Bridges), a Berda company. The Company’
legal domicile is Bermuda, the jurisdiction in whiit is incorporated.

CRM USA Holdings has two principal subsidiaries,n@eensation Risk Managers of California, LLC (CRM }CAnd Embarcade
Insurance Holdings, Inc. (Embarcadero). Embarcatiasoone principal operating subsidiary, Majestgurance Company (Majestic), and
one dormant subsidiary, Great Western Insurancéc®ss; Inc. (Great Western).

CRM USA Holdings has two other subsidiaries, Conspgion Risk Managers, LLC (CRM) and Eimar, LLC (& neither of which hi
active business operations. The results of CRMEinthr are reported as discontinued operations tefeeSeptember 8, 2008, as more f
described in Note 2.

The Company is a specialty provider of workers’ pemsation insurance products. The Company offerkers’ compensation
insurance coverage, reinsurance and fee-based eraragservices for self-insured entities. Workemhpensation insurance coverage is
offered to employers in California, New York, Neersey, Arizona, Nevada, and other states. Reinsaria underwritten from Bermuda, and
fee-based management services are currently pitidene self-insured entity in California.

Basis of Accounting and Principles of Consolidatic

The interim consolidated financial statements idelliin this report have been prepared in accordaitbeaccounting principles genere
accepted in the United States (GAAP) for interimaficial information and with the instructions tac@dties and Exchange Commission (S
Form 10-Q and Article 10 of SEC RegulatiorKSThe principles for condensed interim financiabrmation do not require the inclusion of
the information and footnotes required by GAAP éomplete financial statements. These statementsigito@ read in conjunction with t
consolidated financial statements and notes thénetaded in the Company’s Annual Report on FormKlfbr the year ended December
20009.

The accompanying consolidated balance sheet anilsre31, 2009 has been derived from the auditethfiial statements included in
Company’s annual report on Form KOfor the year ended December 31, 2009. The accoyipg consolidated financial statements at M
31, 2010 and for the three months ended March @10 2and 2009 have not been audited by an indepénelgintered public accounting firm
accordance with the standards of the Public Compssopunting Oversight Board (United States), buthie opinion of management, si
financial statements include all adjustments, g only of normal recurring adjustments, necasfear a fair statement of the Compasy’
financial position and results of operations. Thasufts of operations and cash flows for the threathrs ended March 31, 2010 may no
indicative of the results that may be expectedHeryear ending December 31, 2010.

The interim consolidated financial statements ideldthe accounts of the Company and its whollyred subsidiaries. The results of
feebased operations of CRM and Eimar are presentetisesntinued operations in the consolidated statésnef operations. All significa
inter-company transactions and balances have bigein&ted upon consolidation.

Use of Estimates

The preparation of financial statements in conftymiith GAAP requires management to adopt accogngialicies and make estima
and assumptions that affect certain reported ansoamd disclosures. These estimates are inheraintijga to change, and actual results
ultimately differ materially from those estimates.

Reclassification

Certain prior period amounts have been reclassifiemnform to the basis of presentation used 020




CRM Holdings, Ltd.

Notes to Consolidated Financial Statements - (Comtiled)

Segment Reportin

The Company previously reported its results in foperating segments: primary insurance (Majestajsurance (Twin Bridges), fee-
based management services (CRM CA), and corponat®ther (CRM Holdings, CRM USA Holdings and Emizatero). Effective January
2010, the Company has reflected changes in segrepotting and no longer reports multiple segmeiitee change from reporting fc
reportable segments to a single segment refleet€tdmpany’s current business activities and orggioizal changes.

The changes in segment reporting include the Cogipgirimary insurance and reinsurance segments, ¥Mapesd Twin Bridges, beir
aggregated into a single “risk-bearingggment in accordance with the framework estallidlyesegment reporting guidance. Twin Bridge
reinsuring only risk underwritten at Majestic, batbe independent agents/brokers to underwrite bssjrand both Majestic and Twin Bridc
as insurance companies, share a similar regulawovironment. Further, the operations of the Comjzafeebased segment, CRM CA, hi
continued to decline, and at March 31, 2010, CRMW&s actively managing one saisured group and providing administrative servitm
two inactive selfinsured groups. Accordingly, the revenue, resuftomerations and total assets of CRM CA fall beldwe quantitativ
threshold required for it to be a reportable segmeastly, CRM Holdings, CRM USA Holdings and Embadero have no revenues and art
viewed as a discrete operation for decisioaking purposes. Therefore, the Company has detednihat the corporate segment is n
reportable segment. The prior period presentedban restated to conform to the current periodepretion.

Adoption of New Accounting Standarc

In January 2010, the FASB issued new guidancegiovflue measurements and disclosures. The n&amee, which is now part of AS
820, Fair Value Measurements and Disclosuresfiglaréxisting disclosure requirements regardingléivel of disaggregation and inputs
valuation techniques and provides new disclosugairements regarding disclosures about, among ¢itiiregs, transfers in and out of leve
and 2 of the fair value hierarchy and details @f #ctivity in level 3 of the fair value hierarchfhe new guidance is effective for fiscal ye
beginning after December 15, 2009 for the levelandl 2 disclosures and for fiscal years beginnirtgradecember 15, 2010 for leve
disclosures. The levels 1 and 2 disclosure requarggnwere applied prospectively to the Compatigir value disclosure effective with the f
quarter of 2010 and the level 3 disclosure wilbipplied prospectively to the Company’s fair valigctbsure subsequent to the effective date.

In June 2009, the FASB issued new guidance on aticmufor the transfers of financial assets. Tl muidance, which is now part
ASC 860, Transfers and Servicing, eliminates thecept of a qualifying specigiurpose entity (QSPE), clarifies and amends theadgmitior
criteria for a transfer to be accounted for as la,samends and clarifies the unit of account el@itor sale accounting and requires th
transferor initially measure at fair value and igiae all assets obtained and liabilities incurasda result of a transfer of an entire finar
asset or group of financial assets accounted fa sale. Additionally, on and after the effectoate, existing QSPEs must be evaluate
consolidation by reporting entities in accordandthwhe applicable consolidation guidance. The midance requires enhanced disclos
about, among other things, a transfesadntinuing involvement with transfers of finan@asets accounted for as sales, the risks inhireind
transferred financial assets that have been retaare the nature and financial effect of reswitsi on the transfer@’assets that continue tc
reported in the statement of financial positioheTCompany adopted the new guidance effective 312010 and the adoption had no ef
on the Company’s financial condition and resultepérations.

In June 2009, the FASB issued revised guidancé@mccounting for variable interest entities. Téssed guidance, which is now par
ASC 810, Consolidations, amends the consolidatitesrapplicable to a variable interest entity (VIE)nder the revised guidance, a comy
would consolidate a VIE as the primary beneficiatyen a company has both of the following charasties: (a) the power to direct 1
activities of a VIE that most significantly impattte entitys economic performance and (b) the obligation teoeh losses of the entity tl
could potentially be significant to the VIE or ttight to receive benefits from the entity that abpbtentially be significant to the VIE. Ongo
reassessment of whether a company is the primargfiseary of a VIE is required. The new guidancplaees the quantitativieased approa
previously required for determining which compaifyany, has a controlling financial interest in 46V The Company adopted the revi
guidance on January 1, 2010 and the adoption dilane a significant effect on the Company’s firiahcondition and results of operations.




CRM Holdings, Ltd.
Notes to Consolidated Financial Statements - (Comtiled)
Note 2. Discontinued Operations

On September 8, 2008, the Company ceased operaticd®BM and Eimar. Accordingly, the results of cgteyns of CRM and Eimar &
reported as loss from discontinued operationsérctinsolidated statements of operations and atedea from continuing operations.

Results for discontinued operations were as follows

Three months ended March 31,
2010 2009
(Dollars in thousands)

Revenues $ 3 % 3
Expenses 17€ 30C
Loss from discontinued operations before incomegax $ (173 $ (297)

Medical bill review services for Majestic and cémtaelfinsured groups managed by CRM CA were performethbyCompany until tt
medical bill review function was transitioned tahérd party medical bill review provider. This tgition was completed in the third quarte
2009.

For both of the three months ended March 31, 20D2009, expenses primarily consisted of legal mkfecosts related to the penc
regulatory proceedings and litigation describeNate 11.

Note 3. Employee Severance

During the first quarter of 2010, the Company deditb reduce its workforce by 15%, or 29 employ#esmajority of which were locat
in Poughkeepsie, New York. This reduction, whichsveffective April 2, 2010, reflects the decreasg@remium levels experienced by
Company’s insurance subsidiaries and is designdekter align the Comparg/'workforce to current business levels, properlyhage th
Company’s expenses, and support the Company’s dsssstrategy going forward.

A pretax charge of $0.4 million relating to the costselverance and related costs was recorded in garetaldministrative expenses
the quarter ended March 31, 2010. No amounts pa&ickin the first quarter of 2010 and the severaumual is included in other liabilities
the March 31, 2010 consolidated balance sheet.r&ese is to be paid in the second and third quade2010.

Note 4. Earnings per Share

Basic earnings per share is calculated using thightedl average number of common and Class B slmarssanding and excludes
dilutive effects of warrants, options and convéetibecurities. As of March 31, 2010 and 2009, theeee 376 thousand and 222 thous
restricted shares outstanding, respectively, ansvawants, options or convertible securities ouiditag during the periods ended March

2010 and 2009.

The following tables show the computation of therany’s earnings per share:




CRM Holdings, Ltd.

Notes to Consolidated Financial Statements - (Comtiled)

Three months ended
March 31,

2010 2009

(Amounts in thousands, except per
share amounts)

Net loss from continuing operations (Numeré Basic and diluted

earnings per share from continuing operations) $ (7,709 $ (8,18¢)
Net loss from discontinued operatic
(Numerator — Basic and diluted earnings per shara fliscontinued

operations) (175) (203
Net loss allocated to common sha
(Numerator — Basic and diluted earnings per share) $ (7,878 $ (8,389

Weighted-average basic shares outstanding
(Denominator — basic earnings per share) 16,91« 16,61¢
Dilutive effect of unvested shares — —

Weighted-average diluted shares outstanding (D ematoi —

diluted earnings per share) 16,91« 16,61¢
Basic loss per share from continuing operations $ (0.46) $ (0.49)
Diluted loss per share from continuing operations $ (0.4¢) $ (0.49)
Basic loss per share from discontinued operations $ (0.0 $ (0.03)
Diluted loss per share from discontinued operations $ (0.01) $ (0.01)
Basic loss per share $ 0.47) $ (0.50)
Diluted loss per share $ 047 $ (0.50

Diluted earnings per share is calculated assumimgersion of dilutive convertible securities and #xercise of all dilutive stock optic
and warrants using the treasury stock method. three months ended March 31, 2010 and 2009th®i&and and 222 thousand restri
shares, respectively, were excluded from the coatjourt of diluted earnings per share because tlffeicts were anti-dilutive.

Note 5. Investments

The amortized cost, gross unrealized gains, grosealized losses and fair value of the Companyailable-forsale investments ¢
shown in the tables below:

Gross Gross
Unrealized Unrealized
As of March 31, 2010 Amortized Cost Gains Losses Fair Value

(Dollars in thousands)

U.S. Treasury securities $ 52,68 $ 664 $ — % 53,34¢
Government sponsored agency securities 19,81 592 — 20,40:
Obligations of states and political subdivisions 77,22¢ 387 75¢ 76,85’
Corporate and other obligations 74,56¢ 2,18¢ 12¢ 76,62
Asset-backed obligations 8,28¢ 8C — 8,36+
Mortgage-backed obligations 62,53 58 40 62,55(
Total investment securities, available-for-sale $ 295,10. $ 3,96¢ $ 92: $ 298,14




CRM Holdings, Ltd.

Notes to Consolidated Financial Statements - (Comtiied)

Gross Gross
Unrealized Unrealized
As of December 31, 2009 Amortized Cost Gains Losses Fair Value

(Dollars in thousands)

U.S. Treasury securities $ 54,30 $ 66C $ — % 54,96
Government sponsored agency securities 17,06¢ 63€ — 17,70
Obligations of states and political subdivisions 64,68¢ 382 1,53¢ 63,53¢
Corporate and other obligations 81,45¢ 1,862 41¢ 82,89¢
Asset-backed obligations 9,38t 20 20 9,38t
Mortgage-backed obligations 48,58 — 472 48,11(
Total investment securities, available-for-sale $ 275,48( $ 356 $ 2447 $ 276,59:

The amortized cost and estimated fair value ofCbmpany’s available-fosale investments at March 31, 2010 by contractuslrity art
set forth below. Actual maturities may differ frasontractual maturities because certain borroweve hiae right to call or prepay obligatic
with or without call or prepayment penalties.

March 31, 2010

Amortized Cost Fair Value
(Dollars in thousand}p
Due in one year or less $ 28,22F $ 28,521
Due after one year through five years 86,89t 89,43:
Due after five years through ten years 61,62 62,26¢
Due after ten years 47 544 47,00¢
224,28! 227,23(
Mortgage and asset-backed 70,81¢ 70,91«
Total investment securities, available-for-sale $ 295,10: $ 298,14«

The following table sets forth the gross unrealifeshes included in accumulated other compreheresaes as of March 31, 2010
December 31, 2009 related to available-for-saledixaturity securities. The table segregates invesigntirat have been in a continu
unrealized loss position for less than 12 montomfthose that have been in a continuous unrealimsdposition for twelve months or longer.




CRM Holdings, Ltd.

Notes to Consolidated Financial Statements - (Comtiied)

Less than 12 Months 12 Months or Longer Total
No. of No. of
Unrealized Positions Unrealized Positions Unrealized
As of March 31, 2010 Fair Value Loss Held Fair Value Loss Held Fair Value Loss
(Dollars in Thousands)

Obligations of states and

political subdivisions $ 48,97 $ 75E 25 $ — $ — — $ 4897t $ 75E
Corporate and other

obligations 11,14¢ 12¢ 5 — — — 11,14¢ 12¢
Mortgage-backed

obligations 33,30¢ 38 18 1,53¢ 2 1 34,84 40
Total available-for-sale $ 9342 $ 921 48 $ 153¢ $ 2 1 $ 9496¢ $ 928

Less than 12 Months 12 Months or Longer Total
No. of No. of
Unrealized Positions Unrealized Positions Unrealized
As of December 31, 2009 Fair Value Loss Held Fair Value Loss Held Fair Value Loss
(Dollars in Thousands)

Obligations of states and

political subdivisions $ 51,367 $  1,53¢ 32 % — $ — — $ 51367 $ 1,53¢
Corporate and other

obligations 24,27 32¢ 11 1,60¢ 93 2 25,88: 41¢
Asset-backed obligations — — — 5,24k 20 2 5,24¢ 20
Mortgage-backed

obligations 48,11( 472 32 — — — 48,11( 472
Total available-for-sale  $ 123,75. $  2,33¢ 75 $ 6,85 $ 112 4 $ 130,60 $ 2,44i




CRM Holdings, Ltd.

Notes to Consolidated Financial Statements - (Comtiled)

The Company regularly evaluates its fixed incomesugéies to determine whether impairment represettigr-thantemporary declines
the fair value of the investments. Criteria coaséti during this process includes but is not lichite

« the current fair value as compared to the cost@becurity;
« degree and duration of the security’s fair valumgdelow cost;

« the Companys intent not to sell, or more likely than not bguieed to sell the security for a sufficient timerjpd for it to recove
its value;

- financial condition and nederm prospects of the issuer of the security, iiclg any specific events that may affect its opena
or earnings;

» credit quality and any downgrades of the secunty bating agency; and
« nonpayment of scheduled interest payments.

Part of the evaluation of whether particular sd@sgiare other-thatemporarily impaired involves assessing whetheiGbmpany has ba
the intent and ability to continue to hold secestin an unrealized loss position until recoveiignBicant changes in these factors could re
in a charge to net earnings for impairment loskapairment losses result in a reduction of the ulydey investments cost basis. Impairme
losses are included in realized losses and arenpa@oent of investment income in the consolidatatestents of operations.

The Company determined that the decline in faiu@alf its remaining available-for-sale investmdstemporary based on the Company’
analysis of the securities, considering timinguiity, financial condition of the issuers, acteatdit losses to date, severity and duration ¢
impairment and the Comparsyintent not to sell, or more likely than not bguieed to sell, the securities for a sufficientipdrof time fo
anticipated recovery.

Investment income is recognized when earned. Heoptirposes of determining realized gains and $oske cost of securities sold is be
on specific identification as of the trade date.

The sources of investment income were as follows:

Three months ended March 31,
2010 2009
(Dollars in thousands)

Interest income on cash and cash equivalents $ 11 $ 98
Interest income on fixed-maturity securities 2,64¢ 2,891
Interest income on other investments 23 23
Realized gains on investments 412 491
Realized losses on investments (39 (19)
Investment income before investment expenses 3,05¢ 3,49(
Investment expenses (245) (240)
Total investment income $ 2811 $ 3,25(

The Company had available-for-sale and skemt investments with a fair value of $205.9 milliand $182.5 million, at March 31, 2(
and December 31, 2009, respectively, on deposit watrious regulatory agencies as required by latMMArch 31, 2010 and December
2009, investments with a fair value of $0 and $®i8lion have been pledged as security under laifecredit facilities to secure reser
assumed under third party ceded quota share agneeme
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CRM Holdings, Ltd.

Notes to Consolidated Financial Statements - (Comtiled)

Note 6. Fair Value of Financial Instruments

Under the framework established in the fair valoeoainting guidance, fair value is defined as theepthat would be received to sell
asset or paid to transfer a liability (i.e. theitgxice”) in an orderly transaction between manetticipants at the measurement date.

The fair value guidance establishes a tHesel hierarchy for fair value measurements thaticjuishes between market particiy
assumptions developed based on market data obtiaoradsources independent of the reporting entitypgervable inputs”and the reportir
entity’s own assumptions about market participant assongptdeveloped based on the best information availab the circumstanc
(“unobservable inputs”and requires that the most observable inputs be whken available. The hierarchy is broken down thi@e level
based on the reliability of inputs as follows:

« Level 1 -Valuation based on unadjusted quoted prices ivectiarkets for identical assets or liabilities ttret Company has t
ability to access. Since valuations are based otedguprices that are readily and regularly avaddblan active market, valuati
of these products does not entail a significantrele@f judgment. Financial assets utilizing Levehguts include U.S. Treast
securities.

« Level 2 -Valuation based on quoted prices for similar assetg@bilities in active markets; quoted prices fdentical or simila
assets or liabilities in inactive markets; or véioias based on models where the significant inpués observable (e.g. inter
rates, yield curves, prepayment speeds, etc.) mibeacorroborated by observable market data. Fiahassets utilizing Level
inputs include: U.S. government and agency seesrithont).S. government obligations; corporate and municijands; an
mortgage-backed securities.

« Level 3 -Valuations based on inputs that are unobservallesigmificant to the overall fair value measurem@ife unobservak
inputs reflect the Company’own assumptions about assumptions that marketipants might use. The Company has no Le
financial assets.

The Company outsources its investment accountingces to a third party. The third party uses nadity recognized pricing services
estimate fair value measurements for its availétnesale investment portfolio. These pricing servigesude FT Interactive Data, Hub Date
J. Kenny, Standard & Poors, Reuters and the Bloognbaancial Market Services. The pricing serviass market quotations for securi
that have quoted prices in active markets. Wherteglprices are unavailable, other significant oleele inputs are used, such as pri
models or other financial analytical methods. Ttdade the techniques or models used by the prisemgices, the Company compares the
value estimates to its perception of the currenketaand challenges any prices deemed not to regeptative of fair value.

The following table presents the level within tlaér fvalue hierarchy at which the Compas§inancial assets are measured on a reci
basis at March 31, 2010:

Total Level 1 Level 2 Level 3
(Dollars in thousands)

U.S. Treasury securities $ 53,34¢ $ 53,34¢ $ — $ —
Government sponsored agency securities 20,40« — 20,40/ —
Obligations of states and political subdivisions 76,857 — 76,85 =
Corporate and other obligations 76,62: — 76,62: —
Asset-backed obligations 8,364 — 8,36¢ —
Mortgage-backed obligations 62,55( — 62,55( —
Total investment securities, available-for-sale $ 298,14: $ 53,34¢ $ 244 79%¢ $ —
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Fair Value Information about Financial InstrumentsNot Measured at Fair Value

Fair value guidance requires disclosure of faiugdhformation about other financial instrumentsvidich it is practicable to estimate s
fair value and excludes certain insurance relateantial assets and liabilities. Estimates of fie value of these financial instruments
March 31, 2010 are as follows:

Short-term investments, investment in unconsolitiatébsidiary and cash and cash equivalent§he carrying values reported in
accompanying consolidated balance sheets for firesgcial instruments approximate their fair value.

Premiums and accounts receivable and reinsurangalpa — The carrying values reported in the accompanyingscltidated balan:
sheets for these financial instruments approxirtete fair value.

Long-term debt The carrying value and fair value of the Companghgterm debt at March 31, 2010 were $44.1 million $3d.€
million, respectively. The fair value was estiethtbased on the average accepted price of suckessfler offersfor recent simile
transactions of financial services companies.

Note 7. Reserve for Losses and Loss Adjustment Eaapses (LAE)
Activity in the reserve for losses and loss adj@sttrexpenses is as follows:

Three months ended March 31,
2010 2009
(Dollars in thousands)

Gross liability beginning of period $ 317,49 $ 245,61¢
Less reinsurance recoverable (111,58) (55,507)
Net liability at beginning of perio 205,91¢ 190,11¢

Incurred losses and LAE relating to:
Current year 12,99( 15,90¢
Prior years 1,46¢ 1,17
Total incurred losses and LAE 14,45¢ 17,08t

Paid losses and LAE relating to:

Current year (1,347 (1,902
Prior years (15,77¢) (12,007
Total paid losses and LAE (17,117 (13,909

Net liability at end of perio 203,25’ 193,29:
Plus reinsurance recoverable 117,50¢ 67,59(
Gross liability at end of period $ 320,760 $ 260,88

As a result of changes in estimates of insured teviarprior years, the Company had unfavorable ibgvaeent of $1.5 million for the thr
months ended March 31, 2010, as compared to $1lidmaf unfavorable development for the three nisnénded March 31, 2009.

Our 2010 result was comprised of $2.0 million ofaworable development in our primary insurance tess offset partially by $C
million of favorable development in our excess nasice business. The adverse loss reserve devetbpmaes primarily from New Yorl
California and New Jersey accident year 2009 and Merk accident year 2008 where actual incurred paid losses have developed hig
than our actuarial projections at December 31, 200% favorable development in our excess busiwasspredominantly in California, wht
losses above the salfsured retention have not emerged as expectetialpaoffset by unfavorable development on excpsbcies issued i
New York.
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In the first quarter of 2009, we experienced $1liian of net unfavorable development in our primansurance business predomina
from policies underwritten in New Jersey where reated average cost per claim increased. This Wastdy $0.6 million of favorab
development on excess policies where favorable teserve development for excess policies undeemriin California was offset |
unfavorable development for excess policies undéemrin New York.

Note 8. Insurance Activity
The Company'’s financial statements reflect theat$fef direct insurance and assumed and cedediraimse activity as follows:

Three months ended March 31,
2010 2009
(Dollars in thousands)

Written premiums

Note 9.

Direct $ 28,54¢ $ 39,957
Assumed 112 51
Ceded (14,899 (17,225
Net written premium: 13,76: $ 22,78!
Earned premiums
Direct 28,61 $ 37,70(
Assumed 112 51
Ceded (15,08¢) (16,609
Net earned premiun 13,63¢ $ 21,14:
Losses and loss adjustment expenses
Direct 26,95. $ 33,19¢
Assumed 144 38
Ceded (12,637 (16,157)
Net losses and loss adjustment expe 14,45¢ $ 17,08t

Income Taxes

The income tax provision differs from the amouningaited by applying the U.S. Federal income tax o&t85% to loss before taxes ¢
result of the following:

Three months ended
March 31,
2010 2009
(Dollars in thousands)

Theoretical Federal income tax from continuing agiens at

statutory rate of 35% $ (2,929 $ (3,98¢)
Valuation allowance 1,98¢ —
Tax-free Bermuda-domiciled loss 164 581
Tax-exempt investment income (36) (277)
Share-based compensation 11¢€ 36¢€
Other 34 104
Income tax benefit from continuing operations $ (665) $ (3,209
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In the fourth quarter of 2009, the Company evaldiate net deferred tax assets for recoverability aonsidered the relative impact
negative and positive evidence, including histdrigefitability and projections of future taxablacome within the foreseeable future
recorded a full net deferred tax valuation alloweat December 31, 2009. The Company continuesriolede that estimated future taxe
income and certain tax planning strategies no Ibngestituted sufficient positive evidence to camd that it is more likely than not that its
deferred tax assets would be realizable in thestwable future. Consequently, the Company cordinoecarry a norash full valuatio
allowance on its net deferred tax asset of $18lkomiat March 31, 2010.

Note 10. Variable Interest Entity

The Company is a sponsor that has a variable siténeCRM USA Holdings Trust | (“Trust”)The Trust was established for the :
purpose of issuing capital and common securit@®s.November 14, 2006, the trust issued $35.0 milbb Trust capital securities and $
million of Trust common securities and invested piheceeds in junior subordinated debt obligatiddar{ior Debt”)issued by the Company
the aggregate principal amounts of $36.1 millidine Junior Debt is the sole asset of the Truse ddpital and common securities of the T
representing the undivided beneficial ownershipriests in the assets of the Trust, have no stasédrity and must be redeemed upon mat
of the Junior Debt securities. The Trust is to mglarterly distributions on the capital and commsenourities at a fixed annual rate of 8.¢
until December 15, 2011 and after such date atealfspread of 3.65% aboven®nth London Interbank Offer Rate per annum. Témmor
securities are held by the Company and represedl1df the issued and outstanding common secunfigbe Trust. They are reflected
investment in unconsolidated subsidiary in the Canyfs consolidated balance sheets.

The terms of the Junior Debt allow the Companyedfedpayment of interest for up to twenty conse®utuarterly periods. Beginning
December 15, 2009, the Company elected to defeedtslarly scheduled quarterly interest paymentgdunior Debt, but continues to acc
expense for interest owed at a compounded rateordingly, the Trust is also deferring quarterhgtdbutions on its capital and comn
securities. Accrued interest payable on the Jubiebt of $1.7 million and $0.8 million is included other liabilities in the consolidat
balance sheets at March 31, 2010 and Decembef89, Bespectively.

The Company evaluated whether the Trust shouldbheddidated under the framework established irctresolidation guidance. Since
Company does not absorb significant losses fromTtiust, the Company is not the primary beneficiafythe Trust and as a result, does
consolidate the Trust.

In addition, the Company and CRM USA Holdings hguaranteed the repayment of the capital secudfiéise Trust. This guarantee v
remain in place until the full redemption of thepital securities and does not represent a variaézest as the Company is guaranteeir
own performance. Therefore, the Company is noptireary beneficiary and does not consolidate thesil

Finally, the Company is involved in the normal csipf business with VIEs primarily as a passive#or in government sponsored er
mortgage-backed securities. The Company is noptineary beneficiary of these VIEs. The Compangiaximum exposure to loss with res)
to these investments is limited to the investmanitying values included in the Company’s consoéddtalance sheet.

Note 11. Contingencies
Regulatory Proceedings
NY Attorney General Investigation

In March 2008, CRM was advised that the NY Attoriiggneral had commenced an investigation of CRMratlissued a subpoena
documents related to CRBladministration of the Healthcare Industry TrdsNew York (HITNY). Subsequent NY Attorney Geneiadjuiries
and requests for documents indicated a focus odmepanys initial public offering in December 2005, andAogust 2009, the Company v
advised that the NY Attorney General would seekirremy of six current or former directors and offis of the Company and CR
Thereafter, in December 2009, the Company recevidbtice of Imminent Enforcement Actioffiftom the NY Attorney General. According
the Notice, the NY Attorney General stated thaniends to file civil claims against the Compangstain of our subsidiaries, and cer
directors and officers to seek redress of allegedlawful practices, unless an acceptable settl€iceembe reached. The NY Attorney Gen
has alleged that the Company and the other namedtgp@&ngaged in fraudulent practices in connectigth CRM’s administration ar
marketing of workers’ compensation group self-imswe trusts in New York and in connection with ©@mpanys initial public offering
completed in December 2005. These practices aggeallto have violated New YosKExecutive Law and Martin Act. The NY Attorr
General intends to seek injunctive relief, resiitut damages, penalties, and costs.
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The Company has cooperated fully with the NY AteyrGenerak investigation. To our knowledge, the NY Attorn@gneral has n
commenced a lawsuit against the Company, its siabigd or any of the Comparsy/current or former directors or officers. The Camy
cannot currently predict when the NY Attorney Gethevill conclude its investigation, commence a laitiswhat, if any, action may be tal
by the NY Attorney General, or the effect any saction may have on our business reputation, restitperations, financial condition or ci
flows.

New York State Department Insurance Inquiry

In June 2008, Majestic received a “Call for Spe&aport and Documents Pursuant to Section 308eofrtburance Lawfrom the Nev
York State Insurance Department. Among other itetims,New York State Insurance Department requeastfedmation related to Majestie’
loss reserving practices and Majestic’s providingurance to former members of the $effured groups previously managed by CRM
insureds of Majestic. In September 2009, Majesticeived a further request from the New York Stateutance Department reques
information related to CRM'’s acquisition of Majestand additional information related to Majestitssuance of workerstompensatic
policies in New York, including policies issuedfrevious members of the séffsured groups managed by CRM. Majestic is coojeydtlly
with the New York State Insurance Department. To@ompanys knowledge, the New York State Insurance Departinas not initiated at
proceedings against Majestic. The Company cannogitly predict when the New York State Insuran@p@&tment will conclude its revie
what, if any, actions may be taken by the New Y8thte Insurance Department, or the effect any sation may have on the Company’
results of operations, reputation, financial caiodit or cash flows.

New York State Workers’ Compensation Board InspedBeneral Investigation

On or about January 9, 2009, Majesticinderwriting department received a subpoena tf@mNew York State Workers Compensa
Board Office of the Fraud Inspector General. Thbpsena requested production of various documemdgereto the issuance of exc
workers’ compensation and employeligbility policies by Majestic to the Elite Conttaecs Trust of New York. On May 8, 2009, C¥F
Holdings and Twin Bridges received a subpoena ftoenNew York State Worker€€ompensation Board Office of Fraud Inspector Gdr
The subpoena requested documents related to guate agreements and a novation agreement amongBndges, NY Marine and Gene
and Majestic. The subpoenas were captioned In ttteof Compensation Risk Managers, LLC and wesigaed Inspector General Case
38839. To our knowledge, the Inspector Generalrfiscommenced any action against CRM or any offfiiates. The Company cant
currently predict when the New York State WorkeZ®mpensation Board Office of Fraud Inspector Gdneilaconclude its review, what,
any, action may be taken by the Office of Fraudpémsor General, or the effect any such action mayehon the Company’busines
reputation, results of operations, financial cooditor cash flows.

Pending Litigation

The Company is involved in several pending litigatmatters as described below. The Company intendigjorously defend each of th
matters and any claims that may be later assefgth of these matters is in a preliminary stagd,the Company cannot estimate what imj
if any, the litigation may have on its businessutafion, results of operations, financial conditamcash flows; however, if any of these ma
is decided adversely to the Company, it may résudtmaterial adverse effect on its business, tesfiloperations, financial conditions and ¢
flows.

Litigation Involving New York Group Self-Insured Tusts

H.C.F.A. Associates Corp. v. Compensation Risk Marsg LLC. On April 9, 2007, H.C.F.A. Associates Corp. afndrélated companie
all of which were members or former members of HYTNued HITNY and CRM in New York State Supreme Eoulster County, allegin
among other things, that HITNY and CRM failed téfifutheir obligations in connection with providinworkers’compensation claims servic
CRM answered the complaint, denying the plaintifféiterial allegations. The court established a disgoschedule on September 22, 2
and discovery is currently proceeding.
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RBG Management Corp. et al. v. Compensation Riskaglers, LLC, et al In November 2008, RBG Management Corp., Red &t¥
Markets, Inc., Doria Enterprises Inc. and Grace'arlkétplace Inc., all of which were former membefsh® Wholesale Retail Workers’
Compensation Trust of New York (“WRWCTNY”sued CRM, WRWCTNY, certain current and former afi and directors of CRM, t
Board of Trustees of WRWCTNY, and S.A.F.E., LLC,ighhis the successor thihrty administrator for WRWCTNY, in the Supreme @
of the State of New York, New York County. The laftssought a declaratory judgment relieving thermlfis from any liabilities owed i
relation to their previous membership in WRWCTNYatamages arising from allegations that the defetsdareached their fiduciary duties
the plaintiffs by failing to maintain adequate ness and failing to properly determine an adeqlgtel of reserves necessary to maintair
solvency of WRWCTNY. In March 2009, CRM and theremt and former officers and directors of CRM narimethe complaint filed a motic
to dismiss or, in the alternative, to consoliddte action in New York State Supreme Court, Dutcl@ssnty, with the declaratory judgm
action described above. The court granted CRM’sandb dismiss in August 2009, and dismissed tlngiffs’ complaint against CRM a
the current or former officers and directors narnmetthe complaint, with leave to the plaintiffs itefan amended complaint within 30 days.

In November 2009, the plaintiffs served an amera®dplaint which sought damages, in an undetermamedunt, from CRM arising fro
allegations that CRM breached its fiduciary dutiesthe plaintiffs. The plaintiffs sought to bringeir claim derivatively on behalf
WRWCTNY. In March 2010, the court granted CRM’stion to dismiss the plaintiffsamended complaint. The court determined the
plaintiffs’ claims were derivative, and as suche flaintiffs lack standing to sue, because the Nerk State WorkersCompensation Boa
had commenced an action against CRM as succegsoeshto the WRWCTNY, as discussed below underhttemding “New York Sta
Workers Compensation Board v. Compensation Riskalfiens, LLC et al”

FS Kids LLC, et al. v. Compensation Risk Manadels; . On November 24, 2008, FS Kids, LLC, Mask Foods,,IValu Home Cente
Inc., KBLM Foods, Inc., KDJB Foods, Inc., Gaige &rS8Grocery, Inc., TJ's Market, Inc., BB&T Supermetk Inc., BNREarson, LLC, an
Gift Express of New York, Inc., all of which wererfner members of WRWCTNY, on their own behalf amdbehalf of all others similar
situated, sued CRM in New York Supreme Court, Exgeinty. On August 26, 2009, the plaintiffs filed amended complaint seeking cl
action certification and alleging that CRM: (1) &cked its contract with WRWCTNY ; (2) breached iisydof good faith and fair dealing ow
to WRWCTNY; (3) breached its fiduciary duties owed WRWCTNY:; (4) was negligent in administering WRWREY; (5) engaged i
deceptive business practices; (6) was unjustlychad; and (7) should indemnify the plaintiffs faryaassessments that they may incur.
plaintiffs are seeking damages arising from thengifés’ joint and several liability for the deficit of WRWIGIY which, as of September !
2007, was estimated at $19 million, and from angaich claims of the plaintiffsinjured employees in an amount presently undetexciir
September 2009, CRM filed a motion to dismiss tlangffs’ amended complaint. CRM’'motion to dismiss was denied by the court on
11, 2010.

Following the court$ decision, in April 2010, CRM submitted an appiima to the New York State Litigation CoordinatiRgnel, seekir
to coordinate pretrial proceedings in the followlagsuits before a single justice of the New Yot&t8 Supreme Court, Albany County: @9
Kids LLC, et al. v. Compensation Risk Managers, [; (2) Armstrong Brands, Inc., et al. v. Compensation Riglhagers, LLC;(3) Arlen
Senior Contracting of Central Islip, LLC, et al. €Compensation Risk Managers, LL@) 70 Sheldon Inc., et al. v. Compensation
Managers, LLC;(5) Healthcare Industry Trust of New York, et al. vn@aensation Risk Managers, LLC, et #6) New York State Worke
Compensation Board v. Compensation Risk ManagdrG, ¢t al.;and (7) any future lawsuits which relate to CRMdministration of grot
self-insured trusts in the State of New York. Imeection with CRM$ application, the Litigation Coordination Paneluisd an order stayi
each of the lawsuits for which coordination wasgupending the Panel’s decision. CRM’s applicat®aurrently pending before the Panel.
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Armstrong Brands, Inc., et al. v. Compensation Risinagers, LLC On March 6, 2009, Armstrong Brands, Inc., Metédding, Inc.
TREK, Inc., Petri Baking Products, Inc., Time Cagbbratories, Inc., Custom Coatings, Inc., GPM Agdes, LLC, d/b/a Forbes Products, |
Industries, Inc., d/b/a Southside Precast Produakeshore Metals, Inc. Durshed, Inc., Tooling Enterprises, Inc. Northeast et
Products, Inc., d/b/a Concrete Building Supply &wperior Steel Studs, Inc., all of which were formgembers of Trade Industry Tr
Workers’ Compensation Trust for Manufacturers (thieade Trust”),on their own behalf and on behalf of all othersikinty situated, sue
CRM in New York State Supreme Court, Erie Counthe Tawsuit seeks class action certification andgals that CRM: (1) breached
contract with the Trade Trust; (2) breached ity/ahitgood faith and fair dealing owed to the Trdaast; (3) breached its fiduciary duties o\
to Trade Trust; (4) was negligent in administerihg Trade Trust; (5) engaged in deceptive busipesstices; (6) was unjustly enriched;
(7) should indemnify the plaintiffs for any assessits that they may incur. The plaintiffs are segldamages (a) arising from the plaintiffs’
joint and several liability for the deficit of therade Trust which, as of December 31, 2006, wamattd at $4.9 million, (b) from any unp
claims of the plaintiffsinjured employees in an amount presently undetexdjiic) from potentially being liable for the cosfsliquidatior
charged or to be charged by the WCB, and (d) frees fpaid by the plaintiffs and the Trade Trust RMCpursuant the service agreen
between CRM and the Trade Trust. On August 17, 2QB8M filed a motion to dismiss the plaintiffs’ cgtaint, and in response to CRM’
motion, on November 10, 2009, the plaintiffs filad amended complaint alleging substantially theesalmims and damages as containe
their original complaint. The lawsuit is currenfifayed pursuant to the Litigation Coordination Pan@rder as discussed above, and CRM
have 20 days to respond to the complaint oncet#heis lifted.

Arlen Senior Contracting of Central Islip, LLC,at v. Compensation Risk Managers, LLOn August 18, 2009, Arlen Senior Contrac
of Central Islip LLC, Anchor Building Maintenanceofp., Conifer Realty, LLC, Constanza Enterprises,,| Court Plaza Senior Apartme
L.P., John Wesley Village Il, Midland Management,@, Niagara River World, Inc., Plattsburgh AirbaBedevelopment Corp., and W
Management Corp., all of which were former memludrthe Real Estate Management Trust of New York (fReal Estate Trust”)on thei
own behalf and on behalf of all others similarljuated, sued CRM in New York State Supreme Couig Eounty. The lawsuit seeks cl
action certification and alleges that CRM: (1) lotezd its contract with the Real Estate Trust; {8pbhed its duty of good faith and fair dea
owed to the Real Estate Trust; (3) breached itscfaty duties owed to the Real Estate Trust; (49 megligent in administering the Real Es
Trust; (5) engaged in deceptive business practi@syas unjustly enriched; and (7) should indemtiife plaintiffs for any assessments
they may incur. The plaintiffs are seeking damaggsarising from the plaintiffsjoint and several liability for the deficit of thReal Estat
Trust which, as of December 31, 2006, was estimatefiL.6 million, (b) from any unpaid claims of th&intiffs’ injured employees in |
amount presently undetermined, (c) from potentibfjng liable for the costs of liquidation chargedo be charged by the WCB, and (d) fi
fees paid by the plaintiffs and the Real EstatesiTiol CRM pursuant the service agreement betweevi @Rl the Real Estate Trust. On Octc
20, 2009, CRM filed a motion to dismiss the pldfaticomplaint. The lawsuit is currently stayed puant to the Litigation Coordination Parel’
Order as discussed above, and the plaintiffs valeh20 days to respond to CRM’s motion once theisthfted.

70 Sheldon Inc., et al. v. Compensation Risk Marsagé C. On August 20, 2009, 70 Sheldon, Inc., Advance&aion Storage, Inc., £
County Bus, LLC, Alpha Services of Westchester,,IAc T. & A. Trucking Corp., B. Pariso Transpairic., Carmen M. Pariso, Inc., Cove
Wagon Train, Inc., Exclusive Ambulette Service, .Ifécel Transport, Inc., North Shore Ambulance a@xygen Service, Inc., Rivl;
Transportation Corp., Woodland Leasing Co., Inkt.pfawhich were former members of the Transpodatindustry WorkersCompensatic
Trust (the “Transportation Trust’jn their own behalf and on behalf of all othersikinty situated, sued CRM in New York State Supr
Court, Erie County. The lawsuit seeks class aatintification and alleges that CRM: (1) breachscidntract with the Transportation Trust;
breached its duty of good faith and fair dealingedwo the Transportation Trust; (3) breached dsdiary duties owed to the Transporta
Trust; (4) was negligent in administering the Tgaorgation Trust; (5) engaged in deceptive businpeastices; (6) was unjustly enriched;
(7) should indemnify the plaintiffs for any assessits that they may incur. The plaintiffs are segldamages (a) arising from the plaintiffs’
joint and several liability for the deficit of thieransportation Trust which, as of December 31, 20@6 estimated at $6.1 million, (b) from .
unpaid claims of the plaintiffsinjured employees in an amount presently undetexdyiric) from potentially being liable for the cost
liquidation charged or to be charged by the WCR] &) from fees paid by the plaintiffs and the TBportation Trust to CRM pursuant
service agreement between CRM and the Transpartd@tiost. On October 20, 2009, CRM filed a motiordismiss the plaintiffscomplaint
The lawsuit is currently stayed pursuant to théghiion Coordination Panal’Order as discussed above, and the plaintiffshaille 20 days
respond to CRM'’s motion once the stay is lifted.
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Healthcare Industry Trust of New York, et al. vn@ensation Risk Managers, LLC, et.&n November 2, 2009, HITNY and 89 of
former members filed a lawsuit in New York Statepfaume Court, Albany County against CRM, CRM USA diogs, CRM Holding:
Majestic, Embarcadero, Twin Bridges, Eimar, andasercurrent and former directors and officers &\ Holdings. The plaintiffs also nam
HITNY’s former actuaries, auditors, trustees anuklers as defendants in the lawsuit.

Plaintiffs are seeking damages from the defendaitsged failure to carry out their respective caotual, common law and statut
obligations to the plaintiffs to provide thighrty administration and insurance services to HMTNs against CRM, its affiliated entities &
directors and officers, the lawsuit alleges th&): CRM breached its contract with HITNY; (2) CRMebched its duty of good faith and
dealing owed to HITNY; (3) CRM breached its fidugiaduties owed to HITNY; (4) CRM engaged in commianw fraud during it
administration of HITNY; (5) CRM, its affiliated &ties and directors and officers converted theessef HITNY’s members for personal u
(6) CRM, its affiliated entities and directors aofficers were unjustly enriched; (7) CRM negliggnthisrepresented information relative
HITNY; (8) CRM committed fraud in the inducementtlwrespect to plaintiffsdecision to join HITNY; (9) CRM and its directoradhofficer:
engaged in deceptive business practices; (10) CRMffiliated entities and directors and officer® alter egos of each other and shou
liable for the debts, judgments and liabilitieseaich other; and (11) CRM, certain of its affiliagstities, a current director and a former ofi
committed a civil conspiracy in violation of the ékateer Influenced and Corrupt Organizations A8tU1S.C. §1962(c) (“RICO”).

The plaintiffs are seeking damages (a) arising ftbe plaintiffs’ joint and several liability for the deficit of HITK which the plaintiff:
estimate at $91 million, (b) from any unpaid claimfisthe plaintiffs’ injured employees in an amount presently undetexdyirfc) fron
potentially being liable for other costs to be deat by the WCB, and (d) from fees paid by HITNYG&M and its affiliated entities.
addition, the plaintiffs are seeking treble damdgeshe allegedly deceptive business practicesRIGD claims.

On March 12, 2010, the plaintiffs filed an amendethplaint which contains substantially the samegaitions as the original compla
but seeks to add additional claims, includingil{§ imposition of a constructive trust upon ceriassets of CRM, its affiliated entities and
former director and officers; (ii) an accountingdetermine the amount and location of any assepsoperly obtained by CRM, its affiliat
entities and two former directors and officers) {indemnification from CRM for amounts paid by pitffs; and (iv) an injunction pursuant
New York's Debtor and Creditor Law restraining the disposithind appointing a receiver to take charge optieperty of CRM Holdings at
two former directors and officers and the settisgla of certain payments. The plaintiffs have ggdn€RM and its affiliates an unlimit
extension of time to respond to the complaint, Whitay be revoked on 20 days notice. The lawsuitiigently stayed pursuant to the Litigal
Coordination Panel’s Order as discussed above.

New York State Workers Compensation Board v. Cosapien Risk Managers, LLC et alln December 2009, the New York S
Workers’ Compensation Board commenced a lawsuitsoown behalf and in its capacity as successanterest to seven of the eight workers’
compensation self-insured groups in New York presip managed by CRM. The New York State Workersmpensation Board’ lawsuit
brought in Supreme Court of the State of New Yddbany County, alleges that CRM, CRM Holdings,stgsidiaries and certain directors
officers breached fiduciary duties owed to the-sedfired groups, breached contracts between CRMremsklfinsured groups, breached du
of good faith and fair dealing owed to the selfdres] groups, engaged in fraudulent activities imiadstering the selfasured groups, engac
in deceptive business practices and advertisind,veere unjustly enriched. In March 2010, New Yottat8 Workers’Compensation Boa
amended its complaint to include the Elite ContrextTrust of New York, the eighth workers’ compdiwsa selfinsured group previous
administered by CRM, as a plaintiff. The amendethglaint alleges that the New York Workers’ Com it Board and the seifisurec
groups have suffered damages in an amount thaitisurrently ascertainable, but which is believedexceed $472 million. In March 20,
CRM and affiliated defendants stipulated to acsspvice of the amended complaint, and in connedtierewith, the parties simultaneot
entered into a four month standstill agreement,ctvléxtended the defendantshe to respond until August 2010. The lawsuit isrently
stayed pursuant to the Litigation Coordination Par@rder as discussed above.
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Securities Class Action

On February 5, 2010, a class action lawsuit wasl fith the United States District Court for the $@uh District of New York on behalf o
class consisting of all persons or entities whachased the securities of CRM Holdings between Déeeril, 2005 and November 5, 2(
The complaint was filed by Beverly L. Munter, ingtlually and on behalf of all others similarly sited, and charges CRM Holdings and ce
of our executive officers and directors with viddews of federal securities laws. The complaint gdke that throughout the class period
defendants knew or recklessly disregarded that fhailic statements concerning CRM Holdingisancial performance and prospects v
materially false and misleading. Specifically, tiefendants are alleged to have made false and&leading statements and/or failec
disclose: (1) that the defendants and their afiiaengaged in a fraudulent scheme and coursesaigss to grow membership in eight self-
insured groups previously administered by CRM, bgrging premiums below commercial rates; (2) thatrhembership growth inflated gr
trust revenues while reducing net paid premiummmedo the level that the assets of the sedfired groups would become insufficient to ci
liabilities; (3) that, accordingly, the self-insdrgroups would fall below “fully fundedstatus; (4) that, as part of their fraudulent sahem
course of business to cover up the difference batwassets and liabilities, the defendants and tiféiliates disguised the true financ
conditions of the seliasured groups by engaging in certain improprietlesigned to result in minimal projected claimility, including
underfeserving individual claims and utilizing impropgetuarial/accounting methods; (5) that the defetsdand their affiliates provided t
New York State Worke’' Compensation Board with materially false and/asleading financial and actuarial reports for te-;1sured groug
which reflected artificially reduced liabilitiesg) that, as a result of the above, we were exptusédindreds of millions of dollars in liabiliti
relating to the under-funding of the seisured groups; (7) that we lacked adequate intema financial controls; and (8) that, as a resfithe
above, our financial statements were materiallydand misleading. The plaintiff seeks to recownages on behalf of class members.

In April 2010, the plaintiffs filed a motion for ¢happointment of lead plaintiffs and the approvialead class counsel. The plaintiffs’
motion is currently pending before the court. Thmpany and defendant directors and officers haea Iserved with the complaint and \
have 60 days to respond once the plaintiffs fitmasolidated amended complaint.

Potential Litigation Involving the Plastic Manufaatrers Self Insurance Program

In January 2010, CRM CA was contacted by an atiomepresenting the Plastic Manufacturers Self lasoe Program of Califorr
(PMSIP) threatening litigation against CRM CA shbuhembers of PMSIP commence an action against PMSIiEs Board of Trustee
PMSIP’s attorney advised CRM CA that certain merab&fr PMSIP were questioning PMS#Padministration as a result of a deficit
corresponding assessment and that PMSIP’s membens alleging “gross negligenceind negligent administration by CRM CA in
administration of PMSIP. Accordingly, to the extemty litigation or formal legal claim was commenc@&MSIP threatened to tender
defense and indemnification of any claim or actiibed by any past or current PMSIP member arising @ CRM CA’s administration ¢
PMSIP. PMSIP alleges that the service agreementeles PMSIP and CRM CA contained a contractualrimdey clause; however, CRM (
disagrees and intends to vigorously contest PMSIRisn and any subsequent litigation that may meight by PMSIP or any of its members.

Potential Litigation Involving the Contractors Acas Program

In April 2005, Cornerstone Program Management &itaace Services (Cornerstone), the former gengritdor the Contractors Acct
Program (CAP), a selfisured group formerly managed by CRM CA, commeriitggtion against CAP, CRM and CRM CA in a casditéed
Rierden, et al v. Compensation Risk Managers, L&iCal. On September 6, 2006, CRM, CRM CA and CAP entenéd & Confidenti
Settlement and Mutual Release Agreement (the Satie Agreement) with Cornerstone and its affiliatel settlement payments due un
the Settlement Agreement were paid and the litigatvas dismissed on December 31, 2006. Thereaftedune 5, 2008, CRM CA and C
entered into an Amendment to the Contractors AcBeegram of California Service Agreement. Undes #inendment, CRM CA agreec
pay $2.0 million to CAP in five approximately equainual payments commencing on or about July 19.2B0consideration thereof, C,
agreed to assume the remaining amount of the awaahnection with the Cornerstone lawsuit and|Smient Agreement.
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In February 2010, CRM CA was contacted by an attpnepresenting CAP regarding the settlement ofGbmerstone lawsuit and !
Service Agreement amendment between CRM CA and @¥P’s attorney asserted that it appears that CRM CAahasrrent outstandil
obligation to CAP of approximately $4.0 million, dahas asserted that this sum was paid by CAP tadgtstone allegedly at the directior
CRM CA solely to serve the interests of CRM CA. ®imrney alleged that the repayment and amendtoghe Service Agreement were
properly negotiated and that all payments or csetiilve not been made. Consequently, CAP demanded uhder the circumstan:
surrounding the litigation with Cornerstone and tlens of the repayment plan, CRM CA should immitijadeposit $4.0 million with CAI
and if CRM CA fails to do so, a lawsuit may be coemoed. CRM CA disagrees with CAP’s assertions atehts to vigorously contest CAP’
claim for $4.0 million and any subsequent litigatihat may arise.

In October 2009, CAP voted to voluntarily terminatgive operations effective January 1, 2010. Begmin 2009, CAP had been une
to maintain assets that exceeded its liabilities] @AP formulated a memberdéficit reduction plan which was approved by thdifGania
Department of Industrial Relations. ThereafterFigbruary 2010, CAP began to experience liquidigués, based, in part, on Califorsia’
regulations governing the posting of securitiesselfinsured groups. As a result of the liquidity issube Department of Industrial Relatic
required CAP to report weekly on assessments redefrom members to their deficit reduction plancamt balances, deposits
withdrawals, and to seek regulatory approval fgmpents made for all payables other than workesg\pensation benefits. As of Decembel
2009, CAP’s membersleficit was estimated at $22.0 million, excludihg effects of recently billed member assessmemtaptil 2010, it wa
reported that litigation may be commenced concgr@®\P’s membersdeficit, and it is possible that such litigationutm include claim
against CRM CA and its affiliates. CRM CA intendsvigorously contest any claims relating to CAP’'smbers’deficit and any litigation th
may arise.

Note 12. Subsequent Events

Effective April 1, 2010, Majestic and certain inance subsidiaries of AmTrust Financial Services, [AmTrust), entered into a 9(
guota share agreement covering underwriting, clamsagement and administration of worke@mpensation insurance in the western <
of California, Arizona, Nevada and Oregon (covebediness). Under the quota share agreement, Majestiassume 90% of the first $5
thousand of losses and loss adjustment expensesany single occurrence under the covered busimedsAmTrust will cede 90% of t
applicable premiums to Majestic. Majestic will pide& to AmTrust security for its obligations in th@m of a trust account, which may
combined with cash advances, funds withheld, letéicredit or a combination thereof. The agreeriisrits the amount of covered busines
$40 million in any calendar year. Majestic will fmm various management services for the coveresinbss, including marketir
underwriting, issuance of polices, loss controld @taims handling. Majestic will reimburse AmTrust costs associated with the cove
business, including commissions, taxes, assessrardtall other expenses other than allocated ldigstment expenses. In addition, AmT
will receive a 7.0% ceding commission from Majestic

The quota share agreement has an initial term #&pnil 1, 2010 to December 31, 2011, with success&endar year renewals therea
AmTrust has the right to terminate the agreementif1120 days prior written notice, (2) on 30 dayisr written notice if Majestic experienc
a loss of 20% or more of its policyholderirplus or shareholder funds during any twelve tmqrriod and upon other contractually defi
circumstances, or (3) immediately if Majestic beesnmsolvent, is unable to pay its debts, is placemnservation, rehabilitation or liquidat
or has a receiver appointed.

The agreement between Majestic and AmTrust is égddo help Majestic retain and compete for ratiegsitive business, in light of A.
Best’s downgrade of Majestic’s financial strengitimg from “A-" to “B++” in December 2009.
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Change of the Company’s Name

On May 5, 2010, the Company held its 2010 Annuat€sal Meeting of Shareholders at which the Compasiiareholders voted on
approved changing the name of the Company from “Gfiitlings, Ltd.” to “Majestic Capital, Ltd."The nhame change requires approval o
Bermuda Registrar of Companies, which is expeaexttur during May 2010.

NASDAQ Delisting/Reverse Share Split

The Companys common shares are currently listed on the NASOA@Gbal Select Market. On November 10, 2009, the gamy receive
notice from the NASDAQ Stock Market stating that 3 consecutive business days, the bid priceeof2thmpanys common shares had clo
below the minimum $1.00 per share requirement éottioued inclusion on the NASDAQ Global Select Markinder Marketplace Rule 5450
()(2). In light of the notice from Nasdaq, at thempany’s 2010 Annual General Meeting of Sharehrsldbe Companys' shareholders vot
on approved to authorize the Board of Directordtsrdiscretion, to effect a reverse share splithef Companys common and Class B she
within a range of 1-for-5 shares to 1-fb@-shares, at any time prior to November 5, 20H& frimary purpose of the reverse share split
increase the per share trading price of the Conigazgymmon shares. The Company is considering whianadt may take in order to reg.
compliance with the continued NASDAQ Stock Markistihg requirements, including, if necessary, etiecuof the authorized reverse st
split.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FI NANCIAL RESULTS OF OPERATIONS

In this report, we use the terms “Company,” “weLis™ or “our” to refer to CRM Holdings and its subsidiaries onoasolidated bas
unless otherwise indicated or unless the contdasdratise requires.

Cautionary Statement

This document contains forward looking statementsch include, without limitation, statements about plans, strategies and prospt
These statements are based on our current expastatnd projections about future events and amifail by terminology such as “may,
“will,” “should,” “expect,” “scheduled,” “plan,” “®ek,” “intend,” “anticipate,” “believe,” “estimate;'aim,” “potential,” or “continue” or the
negative of those terms or other comparable terdomgyo These statements are subject to certain eskisuncertainties that could cause a
results to differ materially from historical earggand those presently anticipated or projectethotigh we believe that our plans, intent
and expectations are reasonable, we may not achimreplans, intentions or expectations.

The following are some of the factors that couli@etffinancial performance or could cause actuslilts to differ materially from estima
contained in or underlying our forward-looking staents:

« the cyclical nature of the insurance and reinswgandustry;
e premium rates;

« investment results;

« legislative and regulatory changes;

« the estimation of loss reserves and loss reseneaEment;
« reinsurance may be unavailable on acceptable temasywe may be unable to collect reinsurance;
« the status or outcome of legal and/or regulatooggedings;
» the occurrence and effects of wars and acts ajrism;

« the effects of competition;

« failure to retain key personnel;

« economic downturns;

e natural disasters; and

« the reasons discussed in our Annual Report on Adr& for the fiscal year ended December 31, 2009 uttdeheadin
“Part Il. — Item 1A — Risk Factors.”

You should carefully read this quarterly reporte tthocuments that we reference herein and the dodsmes have filed as exhibi
together with all other documents we have filedhwihe SEC, with the understanding that our actualré results, levels of activi
performance and achievements may be different fudrat we expect and that these differences may heriala We qualify all of our forwal
looking statements by these cautionary stateme&sundertake no obligation to update any of thevéwd looking statements after the dat
this report to conform those statements to refleetoccurrence of unanticipated events, excepasned by applicable law.
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Overview

We are a specialty provider of workers’ compensaiitssurance products. Through our subsidiaries,offer workers’ compensatic
insurance coverage, reinsurance, and fee-basedgeraeat services for selfisured entities. We seek to provide quality pragend service
that fit the needs of our insureds and clients amddedicated to developing and maintaining a ntiytbaneficial, longterm relationship wit
them. Our workerstompensation insurance coverage is offered to grapan California, New York, New Jersey, ArizomNgvada, and oth
states. Our reinsurance is underwritten from Bermaahd our fee-based management services are ttyipenvided to one selfdsured entit
in California.

Executive Summary

Our net loss from continuing operations for thetfiquarter of 2010 was $7.7 million compared toetiloss of $8.2 million for the fir
quarter of 2009. The major factors contributing@tw current quarter net loss were:

« adecrease in net earned premiums;
« anincreased current accident year loss ratio afevarable loss reserve development on prior actigears; and
« severance expense related to our workforce reductio

Net Earned PremiumsOur net earned premiums declined during the €itstrter of 2010. This resulted from primarily géritems:
downgraded A.M. Best rating, increased reinsurareel difficult market conditions. First, in Decemb2009, A.M. Best downgrad
Majestic’s financial strength rating from “A-" tdB*++". As a result, we were not able to retain and comfmeteertain rating sensitive busin
written on or after January 1, 2010. Second, wededgreater amount of premiums to third partysu@iers, based on increased costs asso
with our excess of loss reinsurance treaty andyhehiceding percentage on our quota share reimseiguarter-oveguarter. Third, ongoir
weakness in business and economic conditions irJtle and competitive market and difficult priciognditions in California, our large
market, adversely affected our quarter-over-quarétiearned premiums.

Losses and Loss Adjustment Expend@sr losses and loss adjustment expense ratiedsed to 106% for the first quarter of 2010 {
81% for the first quarter 2009. The higher lossoraesulted from a higher current accident yeas lestio and unfavorable loss rese
development on prior accident years. Our currecidant year loss ratio was higher quarter-oyearter due to decreased net earned prem
the impact of lower ceding commission income on lmss adjustment expenses, and an increase inlanmscseverity trends on prime
insurance policies underwritten in California. Gagverse development on prior accident years wasapity from claims in California, Ne
York and New Jersey during accident year 2009 #aidhs in New York for accident year 2008. We sougptawth in 2008 and reduced pri
to achieve that growth, amidst a softening marketdeteriorating economic conditions.

Employee SeverancBuring the first quarter of 2010, we decided touesl our workforce by 15%, or 29 employees, the nitgjof which
were located in Poughkeepsie, New York. This rédogc which was effective April 2, 2010, reflectbet decrease in premium lev
experienced by the our insurance subsidiaries araksigned to better align our workforce to curiemsiness levels, properly manage
expenses, and support our business strategy gomgufd. We recorded a ptax charge of $0.4 million for the cost of sevemand relate
costs in general and administrative expenses duhadirst quarter of 2010. We expect the workforeduction to yield annualized ptex
expense savings of approximately $2.6 million.

Factors Influencing Our Future Performancéur 2010 operating results and financial condg&iecould be adversely affected by m
factors including:

» The downgrade of Majestic’s A.M. Best financialestgth rating to “B++" (Good) from “A-"Excellent) in December 2009 nr
continue to negatively affect the volume of ourrmprems. Based on the downgrade, we are unablenipete for and retain rati
sensitive business. A.M. Besttating actions reflected its concern over theeptddl impact on Majestic from the regulatory
litigation issues we face, the sizeable deterioratn our overall earnings, and the increased le¥elependence on Majestic
support holding company operations. Our financie¢rgyth rating will remain under review until theisems can be evaluat
further.
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- Based on the downgrade in our A.M. Best rating,entered into a strategic alliance through a qubéasesreinsurance agreern
with AmTrust, effective April 1, 2010, which we eaqt to help us retain and compete for rating semshiusiness. For furth
information on our agreement with AmTrust, see &order the heading “ltem 1. Financial Statemeniote 12. Subseque
Events.” In addition to AmTrust, we may seek to partner wother insurance carriers with which we can aligrptovide ou
customers an A.M. Best “A-" or better rating.

« We are subject to an investigation and potenttajdiion by the NY Attorney General in connectioithwvCRM'’s selfinsurec
group administration practices and our initial paloffering in December 2005. In addition, the clasof our selfinsured grouy
and our discontinued New York fee-based manages@wices business has resulted in several lanegdtnst us.

« Lingering effects of soft insurance market pricicguld continue to affect growth rates and earnednpum levels through tl
remainder of 2010, and perhaps later, dependingviten insurance market conditions improve. Thesalitions continue t
weaken loss ratios and hamper niam profitability. Economic factors, including lafion, may increase our claims :
settlement expenses related to medical care.

« The weak economy may continue to affect policyhadey deflating insured payrolls, and until the mmmy significantl
strengthens, we may not see significant premiunvtjro

«  Our premium growth also may lag as we seek to agggremium rates and take corrective underwrdoimpns in certain areas
our business.

« The California insurance marketplace could remampetitive, which could cause carriers to pursuatagies that they belie
could lead to economies of scale, market sharesgaithe potential for an improved competitive post

Strategic Alternatives We have formed a Special Committee of the Bo&rdiectors and retained Macquarie Capital to esplstrategi
alternatives to strengthen our capital positionteiatives could include, but may not be limited & sale, merger or other busir
combination, a sale of shares or other recapitédizaa joint venture arrangement, the sale or sffirof assets, or the continued executio
our business plan. There can be no assurancéhthakploration of strategic alternatives will resalany transaction, or that, if completed,
transaction will be on attractive terms.

Workers’ Compensation Insurance Market Conditions

Our business is affected by the trends of the wstk@mpensation insurance market. The workemhpensation insurance market
historically fluctuated with periods of low premiurates and excess underwriting capacity resultioghfincreased competition, followed
periods of high premium rates and shortages of mwiteng capacity resulting from decreased compatitOur revenues have historically b
generated primarily in California and New York.

Our Insureds’ Payroll Levels Our primary insurance premiums are ultimatelyedeined by the policyholdes’aggregate payroll. Bas
on the recession in the U.S. during 2008 and 2@8@%ave seen a rise in unemployment, and as &,resubre experiencing a downward tr
in the payroll levels of our insureds. Consequentys downward trend in payrolls has resulted idoavnward trend of our net eart
premiums. Until unemployment declines, we may curdito experience a downward trend in our insur@asrolls and our net earr
premiums. To the extent that payroll levels on ieds’policies continue to decline as a result of theessn, our actual premiums earned
be less than expected.
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California’s Premium RatesIn California, the state in which the largest amoof our workerscompensation premiums are earned
Workers’ Compensation Insurance Rating Bureau dff@aia (WCIRB), an industrybacked private organization that provides staf
analysis, recommends claims cost benchmarks t@ée by companies in determining their premium raitee WCIRBS recommendations ¢
reviewed by the California Department of Insuranegjch also adopts and publishes its own claimg beachmark. The benchmark re
cover expected loss costs, but do not containexnesht to cover operating expenses or profit.

Between 2004 and 2007, California benchmark ratpereenced a significant downward trend, which leslin soft market conditior
The reduction in rates was based on legislativerme$ adopted by California in 2003 and 2004, whiekll the goal of reducing over time
medical and indemnity expenses incurred by inswwaenpanies under workerdmpensation policies. The benchmark rates in @aii fel
63% percent since their high in 2003. Beginnin@®8, market conditions indicated a stabilizingtdifornia’s benchmark rates. However,
pricing in the California market has remained softe significant benchmark rating actions since&B@ve included:

« In January 2008, the Commissioner recommended angehin workerstompensation insurance benchmark rates based ug
review of the data provided by the WCIRB at thatdi

« In May 2008, the Commissioner, citing forecastedkagplace stability, did not issue an interim ppremium rate advisorythe
first time in six years an interim pure premiumeratlvisory was not issued by a California insurarweamissioner.

« In October 2008, the Commissioner rejected WCIRBisommendation of a 16% increase to the workemhpensatic
benchmark rates and instead recommended a 5% secréae WCIRBs recommended increase was based primarily orng
medical costs and loss adjustment expenses.

e In July 2009, the Commissioner declined WCIRB'sleggpion to increase the workersbmpensation benchmark rates by 23
The Commissioner recommended no change, citingeecil that self-insured employers were able to edwerall workers’
compensation costs. The WCIRB'ecommendation was based on an evaluation dhthustry loss and loss adjustment exp
experience as of December 31, 2008 and on expeottdncreases arising from two significant Work&empensation Board
Appeals decisions that affected the 2004 legigatdforms.

« In November 2009, the Commissioner declined WCIREB'sommendation of a 22.8% increase to the workaysipensatic
benchmark rates. The Commissioner recommended artgeh citing evidence that insurers were not riegjiefficiencies to brin
down the costs in the system, including failincgathieve a balance between cost and benefit withicalegrovider networks ai
utilization review, and are not communicating effesly with medical providers. The WCIRB'recommendation was based o
analysis of insurer experience as of June 30, 2808,an analysis of anticipated cost increasesnstegnfrom two significar
Workers’ Compensation Board of Appeals decisiofiscéihg the 2004 legislation.

e In April 2010, the WCIRB decided to not recommemdirrcrease to the workersbmpensation benchmark rates effective Ju
2010. However, the WCIRB noted that, based on aimlyf December 31, 2009 data, the claims costhyeadk in Californii
showed an overall claims cost increase of 21.1%.

The California Insurance Commissiorgedecisions are advisory only and insurance congganiay choose whether or not to adopt the
rates. We set our own California premium rates dbagmn actuarial analysis of current and anticippatest trends including any modificatic
to the workers’ compensation system, while mainmtgjirour goal of achieving underwriting profits.

New York's Premium RatedNorkers’compensation rates in New York have experiencenifgignt pricing pressure since the legisla
reforms adopted in March 2007. Following almost tyears of relatively stable rates, in July 200%& New York State Superintenden:
Insurance ordered that overall policyholders’ cdetsworkers’ compensation be reduced by an average of 20.5%tig#eOctober 1, 200
This 20.5% reduction included both changes in tlhekers’ compensation rates set by the New YorkeStHbrkers’Compensation Board
well as a change to the New York State assessmiptrate reduction was based upon an analysiseointpact of the reforms and mat
trends associated with New York’s 2007 WorkeZ®mpensation Reform Act signed into law in Marcl®20which was intended to creat
significantly less expensive system of workessmpensation in New York while increasing the wgdkénefits paid to injured workers.
addition, in February 2008, New York State enactdated legislation that requires workecempensation insurers to establish premiums |
on loss cost multipliers instead of a mandated faté&ugust 2008, it was announced that workemshpensation rates in New York would
reduced by an additional 5% percent for 2009, lmigghe total reduction to about 25% from the 2p0a-reform rates.
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Principal Revenue and Expense Items
Our revenues consist primarily of the following:

Net Premiums EarnedGross premiums written include all direct premsubilled during a specified policy period and asedmremium
written. Assumed premiums written are premiumsnfithird party companies or authorized state manidat®ls. Net premiums written is -
difference between gross premiums written and puereiceded or paid to affiliate or third party reiress.

Net premiums earned are the elapsed portion oheupremiums written. At the end of each accoungiegod, (a) the portion of direct ¢
assumed premiums that are not yet earned is indludanearned premiums and is realized in subseéqezxiods over the remaining term:
the policies; and (b) the portion of ceded premitinag are not earned is included in prepaid resrste premiums and is realized in subsec
periods over the remaining terms of the policies.

Ceded premiums earned also include reinstatementipms. Reinstatement premiums represent additiaaniums payable to reinsur
to maintain coverage purchased under excess ofréissurance contracts. These contracts genearaiitain provisions requiring payment
additional premiums based on a percentage of cddsgkes in the event that losses of a defined madmitare ceded under si
contracts. Reserves are established for potergiastatement premiums and are recorded once dstinaactuarial loss reserves exceec
defined limits.

A portion of Majestics premiums are written on an adjustable basis,paachiums from those policies can be adjusted rpéctively ir
accordance with the actual loss experience of ttieyholders’claims arising during the policy term. These rgiective premium adjustme
are periodically made to the net premiums earnedeflect the changes in the estimation of the pbidders’ ultimate losses as mc
information becomes available over time.

Earned but unbilled premiums include estimatedréutaudit premiums and are subject to changes inopiaydue to growth, econon
conditions and seasonality. The estimates areimaily reviewed and adjusted as experience desgelmp new information becorr
known. Any such adjustments are included in curoperations. At the end of the policy terms, péybased premium audits are performe
determine earned premiums for that policy yearthedpremiums are adjusted and billed accordingly.

Fee-Based Management Servid@sr fee-based management services revenues intladagement fees received from seffured grouy
for management services. Our fees are based ercamage of premiums paid by members to the ssifred groups.

Investment IncomeOur investment income is dependent upon the geeiravested assets in our portfolio and the yibkt tve earn ¢
those invested assets. Our investment yield depamaisarket interest rates and the credit quality maturity period of our invested asset:
addition, we realize capital gains or losses oassaf investments and realize losses on impairmfienivestments as a result of changing m
conditions, including changes in market interestgand changes in the credit quality of our iregstssets. Investment income is recorde
of investment expenses.

Our expenses consist primarily of the following:

Losses and Loss Adjustment Expendessses and loss adjustment expenses reflectemtrestimate, using various actuarial analyse
ultimate losses and loss adjustment expensesf a@yaeinsurance recoverables, we expect to inougach primary insurance and reinsur.
contract written. Actual losses and loss adjustnegpenses will depend on actual costs to settleclaims and the actual expenses incurrt
settling the claims. Our loss adjustment expensefide amounts for allocated loss adjustment exg®er8LAE) and unallocated Ic
adjustment expenses (ULAE).
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Policy Acquisition Costs Policy acquisition costs consist principally afnemissions, premium taxes and certain underwriéing othe
policy issuance costs related to the productionesf and renewal business.

Other Underwriting ExpensesOther underwriting expenses consist of persoerpénses, including severance expense of our imst
operations, insurance and other general and adnaitii® expenses of our insurance subsidiaries.

General and Administrative ExpenseG&eneral and administrative expenses consist pitymaf personnel expenses, including corpac
severance expense, fees paid to general agentbrakdrs for binding the coverage of members in shHinsured groups we mana
professional fees and other public company opeyatosts.

Change in Reportable Segments

We previously reported our results in four opegtsegments: primary insurance (Majestic), reinstgafTwin Bridges), fedase
management services (CRM CA), and corporate argl ¢¢RM Holdings, CRM USA Holdings and EmbarcadeEfjective January 1, 201
we have reflected changes in segment reportingharidnger reports multiple segments. The changa fieporting four reportable segment
a single segment reflects our current businessities and organizational changes. The prior pepoekented has been restated to confo
the current period presentation.

The changes in segment reporting include our pgnresurance and reinsurance segments, MajesticTamd Bridges, being aggrega
into a single “risk-bearingéegment in accordance with the framework estaldidghyesegment reporting guidance. Twin Bridges isstring
only risk underwritten at Majestic, both use indegent agents/brokers to underwrite business, arld b@ajestic and Twin Bridges,
insurance companies, share a similar regulatoryr@mwent. Further, the operations of our feesed segment, CRM CA, have continue
decline, and at March 31, 2010, CRM CA was activabnaging one selftsured group and providing administrative servitmesvo inactivi
selfinsured groups. Accordingly, the revenue, resdltgperations and total assets of CRM CA fall betbe quantitative threshold required
it to be a reportable segment. Lastly, CRM Holdjm@BM USA Holdings and Embarcadero have no reveaundsare not viewed as a disc
operation for decision-making purposes. Therefaehave determined that the corporate segment ia reportable segment.

Critical Accounting Policies and Estimates

We have prepared a current assessment of ourat@icounting policies and estimates in conneatiith preparing our interim unaudit
consolidated financial statements as of and forttihee months ended March 31, 2010 and 2009. Weveethat the accounting policies
forth in the Notes to our Consolidated Financialt&mnents and “Critical Accounting Policies and asties” in the ManagemestDiscussio
and Analysis of Consolidated Financial Conditionl &esults of Operations in our Annual Report omia0«K for the year ended Decem
31, 2009 continue to describe the significant judgta and estimates used in the preparation ofansddidated financial statements.

Going Concern

The financial statements presented in ltem 1 haen Iprepared assuming that we will continue asreggmncern, which contemplates
realization of assets and the satisfaction of litdds in the normal course of business. Thesesgclifated financial statements do not inc
any adjustments relating to the recoverability aledsification of recorded assets nor relatinghgoamounts and classification of liabilities
may be necessary should we be unable to continagyasmg concern.

At and for the three months ended March 31, 201®had a consolidated retained deficit of $19.1iamlland a loss from continui
operations before taxes of $7.7 million. As a resmlanagement continues to evaluate whether we treveability to continue as a go
concern. In its analysis, management analyzes sate$idiary company to determine whether it hasigafft assets to meet its obligation:
they become due in the foreseeable future.
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Our insurance subsidiary, Majestic, experiencedgerating loss before income taxes of $6.1 milfamthe three months ended March
2010, and it had $305.7 million in cash and investssets, $24.6 million in retained earnings, ata shareholdergquity of $78.5 million
Our reinsurance subsidiary, Twin Bridges, had apegancome of $0.4 million for the three monthsgled March 31, 2010, cash and inve
assets of $17.3 million, $20.3 million in additibipeid in capital, and total shareholdeesjuity of $19.1 million. Consequently, manager
concluded that both Majestic and Twin Bridges haffigent liquid assets to meet their obligatiors taey become due in the foresee
future.

CRM Holdings, CRM USA Holdings and Embarcadero (tading Companies) generate no revenues and digatddl to pay expens
related to debt service, public company and otleregal corporate overhead expenses. The Holdimgp@nies rely upon dividends anc
distributions of capital from their subsidiariesni@et these obligations. However, as regulatedamse companies, Majestic and Twin Brid:
are subject to significant regulatory restrictidingiting their ability to declare and pay dividendsd/or distribute capital as described in I
21 of the notes to our consolidated financial stegets included in Item 8 of our Annual Report onrrdlOK for the fiscal year end
December 31, 2009.

In addition, our fee based subsidiary CRM CA hadidimg cash flows due to the closure of and deximpremiums under managemer
the selfinsured groups it manages. Finally, CRM NY and &inmave no operating cash inflows or outflow asytlage classified ¢
discontinued operations, but continue to have ldgédnse and contractual obligation payments.

To conserve cash in order meet the obligationshef Holding Companies, CRM CA and discontinued djmra, management |
established a plan, which includes the followingeass:

- Management has the right to suspend payments efestt on CRM USA Holdings debt obligations for tiyeconsecutiv
guarters; and elected to do so in the fourth quaft2009 and will continue to defer these paymémtshe foreseeable future.

« Management has obtained approval from the Bermudaekhry Authority for its Twin Bridges subsidiany pay a substant
distribution of surplus to the parent company idi@0

« Management will continue its past approved practioder its Form D filing with the California Deparént of Insurance
allocating expenses from the domestic Holding Camgsato the insurance entity, Majestic.

« Management continues to implement cost cutting omeasat the Holding Companies which include pays dot executiv
management and the Board of Directors, which wHeztive January 1, 2010, and the reduction in wiorke described inltem
1 - Financial Statements — Note 3. Employee Segeraurther cost cutting measures at the Holding Coriegaand operatir
companies are also commencing.

« We entered into a quota share reinsurance agreemitbrAmTrust to minimize the loss of clients thiatjuire policies issued by
A-rated insurance company.

Based on this plan, management has concluded lieaHbldings Companies as well as the operating eoiep and discontinu
operations will have sufficient cash to meet tlodiligations as they become due in the foreseeablies.

It is possible, however, that the actual resultsred or more of managemenplans could be materially worse than anticipatedhat on
or more of managemest’significant judgments or estimates concerningribles and uncertainties affecting us could provdoé materiall
incorrect. As a result of any of the foregoing réheould be substantial doubt about our abilitgdatinue as a going concern, unless we are
to obtain sufficient financing, as to which theemde no assurances. If we fail to execute our @lastherwise resolve the matter, we would
be able to continue as a going concern and coukhfially be forced to seek relief through a filingder the U.S. Bankruptcy Code or Berir
Companies Act.
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Results of Operations

Three months ended
March 31,
2010 2009
(Dollars in thousands)

Written premiums

Gross premiums written $ 28,66( $ 40,00¢
Ceded premiums written (14,899 (17,225
Net premiums writtel $ 13,76: $ 22,78
Revenues
Net premiums earne $ 13,63¢ $ 21,14
Fee-based income 27C 1,674
Investment income 2,811 3,25(
Total revenues 16,71¢ 26,06¢
Expenses
Losses and loss adjustment expenses 14,45¢ 17,08t
Policy acquisition costs 3,022 3,90¢
Other underwriting expenses 4,44¢ 6,86¢
General and administrative expenses 2,06¢ 8,70(
Interest expense 1,091 90C
Total expenses 25,08 37,45¢
Loss from continuing operations before income taxes (8,36¢) (11,390
Tax provision (benefit) from continuing operations (66E) (3,209
Loss from continuing operations (7,70%) (8,186
Loss from discontinued operations (175) (203)
Net Loss $ (7,878 $ (8,38¢)

GAAP Combined Ratio

Loss and loss adjustment expense ratio(1) 106.(% 80.8%
Underwriting expense ratio(2) 54.8% 50.£%
GAAP combined ratio(3) 160.% 131. %

(1) The loss and loss adjustment expense ratio is lesédclby dividing losses and loss adjustment exggeby net premiums earned. Wher
calendar year loss and loss adjustment ratio igsséelj to exclude prior period items, such as leserve development, it becomes
“accident year loss ratio,” a non-GAAP financialasare.

(2) The underwriting expense ratio is calculated byidilng the total of policy acquisition costs and exthunderwriting expenses by
premiums earned.

(3) The GAAP combined ratio is the sum of the loss &b adjustment expense ratio and the underwriixigense ratio. The GA/
combined ratio is a key measurement of profitabtliaditionally used in the property-casualty iremwe business.
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Gross Premiums WritterGross premiums written decreased $11.3 million28%, to $28.7 million in the first quarter of 2018k
compared to $40.0 million in the first quarter &f0®. Of this decrease, $9.7 million was attribleéab primary insurance policies and §
million was attributable to excess insurance pefici Geographically, our gross premiums writtenewer

Three Months Ended March 31,

2010 2009
(Dollars in thousands)
California $ 21,08 74% $ 24,98: 62%
New York/New Jerse 6,14¢ 21% 12,79¢ 32%
Others 1,431 5% 2,22¢ 6%
Total $ 28,66( 10(% $ 40,00¢ 10C%

Despite a 10% increase in our current quarter geepiemium rate per policy, our gross written prems decreased as compared tc
same period last year. This decrease was prinduidyto:

« The December 2009 downgrade of Majestic’s finargti@ngth rating to “B++” from “A-".The downgrade impeded our ability
renew existing insureds who require an A- or betiéng and attract new business in an alreadylhigbmpetitive marketplace.

«  We undertook underwriting actions on our New Yonkl &New Jersey primary policy business, and lowergdeast coast iferce
policy count by 46% for the first quarter of 2019@mpared to the first quarter of 2009.

« A continuing weak economy resulting in reduced p#yevels of our insureds. Our current year payeaposure is 24% lower f
the first quarter of 2010 as compared to the §tstrter of 2009.

The principal factors contributing to lower net tteh premiums on excess policies were a reductidsoth the number of issued polic
and reported payrolls.

Ceded Premiums Writte@eded premiums written decreased $2.3 million,486,1to $14.9 million in the first quarter of 2018 eompare
to $17.2 million in the first quarter of 2009. Thilecrease was primarily due to the decrease isgoeemiums written as discuss ab
somewhat offset by a greater percentage of premaaded to reinsurers under quota share agreenme2@®.0 as compared to 2009. Premi
ceded to external reinsurers under quota sharemgrs were in the following proportions in theffiquarter of 2010 as compared to 2009:

Three months ended March 31,

2010 2009
Max Re(1) 13% 40%
Aspen/Axis(2) 34% —
Total External Quota Share % 47% 40%

(1) The cession percentages shown do not reflect feetefof amounts ceded under our excess of loesurince treaty. For losses incu
between July 1, 2008 and June 30, 2009, Majestierem into a 40% ceded quota share agreement wath Re. For losses incurt
between July 1, 2009 and June 30, 2010, Majesteresh into a 15% ceded quota share agreement wath Ré, excluding coverage
workers’compensation business written by Majestic in NewKy@he cession percentage shown in the tablehisragreement reflects
approximation of the exclusion of New York business

(2) The cession percentages shown do not reflect teetefof amounts ceded under our excess of lossugince treaty. For losses incu

between July 1, 2009 and June 30, 2010, Majesterexh into a 43% ceded quota share agreement vgifleARe and Axis. The cess
percentage reflects the 80% placement with AspeariReAxis under the 43% quota share agreement.
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Net Premiums EarnedNet premiums earned decreased $7.5 million, &6,36 $13.6 million in the first quarter of 2010 @smpared t
$21.1 in the first quarter of 2009. Of this desesa$7.0 million is attributable to primary insucarpolicies and $0.5 million is attributable
excess insurance policies.

Geographically, our net premiums earned were:

Three Months Ended March 31,

2010 2009
(Dollars in thousands)
California $ 9,24: 68% $ 12,71 60%
New York/New Jerse 3,71¢ 27% 7,15¢€ 34%
Others 681 5% 1,27 6%
Total $ 13,63¢ 10C% $ 21,14: 10(%

The decrease in our net earned premiums was bast dactors described above in “Gross Premiumigt&Mr” and the continuing impe
of premium refunds on expiring policies followintgetcompletion of payroll audits.

Fee-Based Incomé&evenues from febased management services decreased $1.4 millid@4%, to $0.3 million for the first quarter
2010, from $1.7 million in the first quarter of ZD0The decrease resulted from a reduction in tmaber of selfinsured groups und
management, and lower payrolls attributable tontleenbers of the self-insured groups currently uma@nagement.

Net Investment IncomeNet investment income decreased $0.4 million14%6, to $2.8 million in the first quarter of 201fdom $3.:
million in the first quarter of 2009. Of this deasse, $0.3 million is attributable to a lower irtwesnt yield on our available-fazale portfolic
and $0.1 million is attributable to lower net reali gains in the first quarter of 2010 as compaoe@009. The investment yield on
available for sale portfolio in the first quartdr2®10 was 3.7% as compared to 4.4% in the firartgun of 2009.

Losses and Loss Adjustment Expendassses and loss adjustment expenses decreagechiiton, or 15%, to $14.5 million in the fii
quarter of 2010, from $17.1 million in the firstayter of 2009. The losses and loss adjustmentrsgseratio was 106% in the first quarte
2010 as compared to 81% in the first quarter of9200ur losses and loss adjustment expenses didemoéase in the same proportion a
decrease in our net earned premiums, primarilytd@a increased current year accident loss ratio.

Our loss and loss adjustment expense ratio for 2@h@pared 2009 was higher quarter-ogearter due to an increased current acc
year loss ratio and the recognition of unfavorat@eelopment on prior period losses, as shown ifial@wving table:

Three Months Ended March 31,

2010 2009

(Dollars in thousands)
Loss ratio for current accident year losses 95% 75%
Loss ratio for prior accident year losses 11% 6%
Loss and loss adjustment expense ratio 10€% 81%

The current accident year loss ratio for the figstrter of 2010 was 95%, compared to 75% for thet §uarter of 2009. The curr
accident year loss ratio was higher in 2010 congp&re2009 due to the effects of decreased net dggreamiums, as discussed above et
Premiums Earned,” and the items shown in the falgwable:
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Three Months Ended March 31,

2010 2009

Current accident year loss and ALAE ratio 78% 66%
Current accident year ULAE loss ratio 17% 9%
Current accident year loss ratio 95% 75%
Adjustments:

Subsequent period adjustment(1) — 16%

Ceding commission for ULAE(2) (6%) —
Adjusted current accident year loss ratio 8% 91%

(1) The subsequent period adjustment includes amoantsdses, ALAE and ULAE. The current accident yleas ratio recorded during |
first quarter of 2009 of 75% was adjusted durinhssquent periods in 2009 to 91%. This upward aaiest resulted from subsequ
actuarial analysis reflecting higher than expeatkdms severity in California during accident yef08, which led to the subseqt
increase in the 2009 current accident year logs. rat

(2) The current accident year loss ratio was affectgedhie quota share reinsurance agreements in edi@étg the first quarter of 20
compared to 2009. The current accident year loge far the first quarter of 2010 was affected te timpact of having no cedi
commission income to cover unallocated loss adjestraxpenses, compared to 6% ceding commissiomiador the first quarter of 20C

Our loss and adjustment expense ratio for the dustrter of 2010 was also affected by the recagmitif unfavorable development on p
periods. We recognized $1.5 million of net unfawdeadevelopment on prior accident years in 2010nmared to $1.2 million of n
unfavorable development on prior accident yeaf0ioo.

During the first quarter of 2010, we had $2.0 noilliof unfavorable development in our primary inseebusiness offset by $0.5 millior
favorable development in our excess insurance basinOur unfavorable development was primarilynfdaims in New York, California al
New Jersey during accident year 2009 and from adimNew York during accident year 2008. Our acinalrred and paid losses for th
claims have developed higher than our actuarigjeptons at December 31, 2009. The favorable deveémt in our excess business
predominantly in California, where losses abovesiéinsured retention have not emerged as exgecte

During the first quarter of 2009, we had $1.8 roilliof net unfavorable development in our primarsurance business offset by §
million of favorable development in our excess nagice business. Our unfavorable development wapr@antly from policies underwritt
in New Jersey during accident year 2008, whereneséid average cost per claim increased. The faloddyelopment in our excess busit
was predominantly in California as a result of falde loss cost trends.

We have established loss reserves at March 31, #@itOare based upon our current best estimatessf ¢osts. Loss reserves do
represent an exact calculation of liability, bustead represent managemsnbest estimates, generally utilizing actuarial estipe an
projection techniques, at a given accounting daeserves for losses and loss adjustment expensest@mates and are inherently uncer
they do not and cannot represent an exact meatliabitity. The methods for making such estimasesi for establishing the resulting rese
are continually reviewed and updated, and any &udjsts are reflected in current operations. Fditeshal information regarding our reser
for losses and loss adjustment expenses, our Eesdsr establishing the reserves and the riskecited therewith, see our Annual Repor
Form 10-K for the year ended December 31, 2009 utihdeheadings “ltem 1. Business — Primary InsueaBegment —Reserves for Loss
and Loss Adjustment Expenses,” “ltem 1A. Risk Fexte- Our loss reserves are based on estimates and maadequate to cover ¢
losses,” and “Item 7. Management’s Discussion andlysis of Financial Condition and Results of Ogieres — Critical Accounting Policie
and Estimates — Reserve for Losses and Loss AdamgtExpenses.”

Policy Acquisition Costs Policy acquisition costs decreased $0.9 mill@n23%, to $3.0 million for the first quarter of &N from $3.!
million for the first quarter on 2009. This decseavas primarily attributable to lower net earneghums that resulted in a reduction in bre
commissions and premiums taxes. The decrease figa$ by lower ceding commission income earned wota@ share reinsurance agreem
during the first quarter of 2010 as compared tdfitise quarter of 2009.

32




Other Underwriting ExpensesOther underwriting expenses decreased $2.4 mijllio 35%, to $4.4 million in the first quarter 2010
from $6.9 million in the first quarter of 2009. &ldecrease was primarily attributable to:

+ a $1.4 million reduction in the reserves establisifi@r uncollectible premium and assessment rec@@gathat resulted fro
underwriting actions taken in New York and New dgrim 2009;

« a$0.3 million reduction in our loss-based asseatsimelated to the ruaff of our business under the United States Longsha
Harbor Workers’ Compensation Act;

« a$0.4 million reduction in professional fees thedulted from cost cutting measures initiated anfitst quarter of 2010; and
« a$0.6 million decrease that resulted from variatigr cost-cutting measures instituted during tts¢ guarter of 2010.

These decreases were offset by $0.3 million of e expense related to a portion of the workefoeduction during the first quarter
2010.

Despite the decreases in both policy acquisitissiscand other underwriting expenses, the effectedidced premium volume resulte
underwriting expense ratios of 55% and 51% forfiits¢ quarter of 2010 and 2009, respectively.

General and Administrative Expense&eneral and administrative expenses decreasédniiion, or 76%, to $2.1 million in the fi
quarter of 2010, from $8.7 in the first quarte2609. The decrease was attributable to:

« the recognition of $5.3 million of severance exgenslated to our former athief executive officers during the first quarté
2009, compared to $0.1 million of severance expegisted to the remainder of the work force reductiuring the first quarter
2010;

« a $0.7 million reduction in fees paid to generatralg and brokers due to a decline in the groupgruntinagement and lov
payrolls of the groups’ members;

» a$0.3 million reduction in professional fees, whiesulted from cost cutting measures initiateth@first quarter of 2009; and

« a$0.4 million decrease in other general and adnative expenses that resulted from various athst cutting measures instit
during the first quarter of 2010.

Interest Expenselnterest expense increased $0.2 million, or 2t41.1 million in the first quarter of 2010, fra®.9 million in the firs
guarter of 2009. The increase resulted from in@@dmlances provided by third party reinsurersofiateral for unpaid ceded liabilities un
reinsurance agreements.

Loss from Continuing Operations before Income Taxasss from continuing operations before incomeesain the first quarter of 20
was $8.4 million, compared to $11.4 million in first quarter of 2009. The decrease in our net lvas principally attributable to the reduc
of operating expenses.

Provision for Income TaxesWe recorded an income tax benefit from continudpgrations of $0.7 million in the first quarter 2010
compared to $3.2 million in the first quarter of080 Our current quarter income tax benefit includasincrease in the valuation allowa
established in 2009 with respect to the net dedeta® asset of our U.S. domiciled subsidiaries.MJRoldings and Twin Bridges, our Bermt
domiciled subsidiaries, are not subject to U.Soine taxation.

The income tax benefit for first quarter of 2008luded a current tax benefit of $2.9 million andederred tax benefit of $0.3 million. T
current tax benefit was primarily due to the taypaut of operating losses of CRM USA Holdings andédtic, offset by the tax impact
operating income of CRM CA. The deferred tax béraf $0.3 million was primarily due to temporaryffdrences from net loss resen
unearned premium reserves and deferred policy sitigui costs reported differently for financial te@@ent purposes than for federal income
purposes.
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Discontinued OperationsWe recorded net losses of $0.2 million from digowed operations for both the first quarter o1@@&nd 200!
As of September 8, 2008, we ceased to managenselfed groups in New York and consequently stogpediding feebased managemt
services to those self-insured groups. In additreanceased providing medical bill review and casmagement services to seibured grouy
and third party clients. Accordingly, the reswfsCRM and Eimar are presented as discontinuedatipes. For the first quarter of both 2
and 2009, we recorded $0.2 million of legal defeossts related to the pending regulatory proceadanyl litigation described inPart |
Financial Information — Item 1. Financial StatensentNote 12. Contingencies.”

Net Loss Consolidated net loss was $7.9 million for thstfguarter of 2010, compared to $8.4 million foe first quarter of 2009. T
decrease in our net loss is principally attributatol the reduction of in our loss from continuingecations, offset by a decrease in our inc
tax benefit.

Investment Portfolio

We invest the funds made available by our insuramzkreinsurance subsidiariesipital and the net cash flows from operationsh wht
objective to earn income and realized gains onstments. At March 31, 2010, our investment portfoiincluding shorterm investments al
cash and cash equivalents, totaled $328.5 milkencompared to $332.6 million at December 31, 200& following table shows the f
market values of various categories of our avadldbt-sale investment portfolio, the percentage of thal tmarket value of our invested as
represented by each category and the tax equiwgkddtto maturitybased on the fair market value of each categoigvafsted assets as of
dates indicated:

As of March 31, 2010 As of December 31, 2009
(Dollars in thousands)
Percent of Percent of

Description of Securities Fair Value Total Yield Fair Value Total Yield

U.S. Treasury and government sponsored ¢

securities $ 73,75 25% 27% $ 72,66: 26% 2.8%
Obligations of states and political subdivisi 76,857 26% 4.8% 63,53¢ 23% 4.2%
Corporate and other obligations 147,53! 49% 3.7% 140,39: 51% 3.7%
Total investments, available-for-sale $ 298,14 10C% 3.7% $ 276,59: 100% 3.€%

The following table shows the ratings distributiohour fixed-income portfolio by Standard and Pgorating as a percentage of t
market value as of the dates indicated:

As of March 31,

Rating 2010
(Dollars in thousands)

“AAA” $ 144,27¢ 48%
“AA” 72,14 24%
“A” 76,54¢ 26%
“BBB” 4,94t 2%
“Other” 22¢ 0%
Total fixed-maturity

securities $ 298,14« 10C%

We regularly evaluate our investment portfolio dentify other-thartemporary impairments in the fair values of theusigies held in oL
investment portfolio. When, in the opinion of maaagent, a decline in the fair value of an investmeglbw its cost or amortized cos

considered to be other-than-temporary, such investms written-down to its fair value. If we do rintend or are unable to hold the other-than-

temporarily impaired investment, the amount writtkxwn is recorded in earnings as a realized logaww@stments. If we do not have the in

to sell the security, and it is more likely thart tiwat it will not be required to be sold beforeaeery of its cost basis, we separate the other

than-temporary impairment into two components -ditl®sses and losses attributed to other factdhse amount of the other-tha@mporar
impairment related to credit losses is recordeghimings as a realized loss on investments. Theiahof the other-thatemporary impairme
related to other factors is recorded in other ca@hensive loss.
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We consider various factors in determining whethdecline in the fair value of a security is otliean-temporary, including:
« how long and by how much the fair value of the siégias been below its cost;

- the financial condition and neserm prospects of the issuer of the security, idiclg any specific events that may affec
operations or earnings;

« ourintent not to sell, or more likely than notreguired to sell the security for a sufficient tiperiod for it to recover its value;
« any downgrades of the security by a rating ageany;
« nonpayment of scheduled interest payments.

The fair value guidance creates a common definiiofair value, establishes a hierarchy for deteing fair value that emphasizes the
of observable market data whenever available agdines expanded disclosures as described in mdedl de Note 6 of the Notes to ¢
Consolidated Financial Statements under Item 1.0Wsource investment accounting services for oail@e-forsale investment portfolio
a third party. Through this third party, we useiowlly recognized pricing services to estimate f@lue measurements for our investme
These pricing services include FT Interactive D&tap Data, J.J. Kenny, Standard & Poors, Reutedsthe Bloomberg Financial Mar}
Services. The pricing services use market quotationsecurities that have quoted prices in actiaekets. When quoted prices are unavail
the pricing services use significant other obsdevaiputs that are more subjective, such as prioiagels or other financial analytical methe
To validate the techniques or models used by theéngrservices, we compare the fair value estimsdesur perception of the current mal
and will challenge any prices deemed not to beasgtative of fair value.

Liquidity and Capital Resources

We are a holding company and our operating sub#&diare the primary source of funds for our openat We have two primary conce
in managing our liquidity. First, we need to enstivat there is adequate cash available in the amger subsidiaries to pay claims. Seconc
need to ensure that our holding companies, CRM iHg&d CRM USA Holdings and Embarcadero, which haweperating revenues, all hi
adequate cash to service their debt obligationstanmhy income taxes and other expenses. The maresgef capital resources is prima
concerned with ensuring that there is adequatdatapioperate our insurance business within titer@ imposed by regulatory requireme
and with the criteria used by rating agencies sigasfinancial strength ratings.

Liquidity

Liquidity is a measure of a company’s ability tongeate sufficient cash flows to meet the short- lamgdjterm cash requirements of
business operations. The liquidity requirementswfbusiness have been met primarily by funds gegedrfrom operations, asset maturities
income received on investments. As discussed aboder the heading “Critical Accounting Policies dastimates — Going Concernye
believe that we will be able to meet our obligati@s they become due in the foreseeable futuieptissible, however, that the actual resul
one or more of our plans could be materially wahgen anticipated, or that one or more of our sigaift judgments or estimates concerning
risks and uncertainties affecting us could provbdanaterially incorrect. Our future is dependembar ability to execute our plan successi
or otherwise address our liquidity needs. If we faido so for any reason, we would not be abledntinue as a going concern and ci
potentially be forced to seek relief through anfiliunder the U.S. Bankruptcy Code or Bermuda Coiepakct.
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Our insurance operations generally create liquidggause insurance premiums are collected pridistursements for claims which n
take place many years after the collection of puensi. Collected premiums may be invested, untilhtsamust be paid and investment inc
provides additional cash receipts. In periods iricwhdisbursements for claims and benefits, curplicy acquisition costs and curr
operating and other expenses exceed operating reasipts, cash flow is negative. Such negative dksh is offset by cash flow fro
investments, principally short-term investments amaturities of longeterm investments. The exact timing of the paymdntlaims an
benefits cannot be predicted with certainty.

Our insurance subsidiaries maintain portfoliogneested assets with varying maturities and a suitist amount of shotterm investmen
to provide adequate cash for the payment of clafkh84arch 31, 2010, shoterm investments and fixed maturity investmentsumiag) withir
two years amounted to $82.2 million. These seasitire expected to provide adequate sources ditigéor the expected payment of our |
reserves. We do not expect to sell securitiegyoqur policy liabilities as they come due.

Our insurance subsidiaries are subject to ins@raegulations which restrict their ability to dibtrte dividends. In addition, Majestic |
agreed not to pay any dividends without prior appt@f the California Department of Insurance. Bdurther discussion of these restrictis
see Item 1 under the heading “Regulation” in oundad Report on Form 1B-for the fiscal year ended December 31, 2009 dititéon to thes
limitations, our U.S. operating subsidiaries argject to a U.S. federal withholding tax of 30% ay aividends paid to CRM Holdings.

Consolidated Cash FlowsThe following table summarized our consolidatadicflows from operating, investing and financing\aties
for the three months ended March 31, 2010 and 2009:

Three Months Ended March 31,
2010 2009
(Dollars in thousands)

Total cash (used in) provided by

Operating activities $ (7,009 $ (5,106€)
Investing activities (18,679 4,36¢
Financing activities 1,89¢ (107)

Net cash decrease $ (23,786 $ (83¢9)

Net cash used in operating activities was $7.0ionilin the first quarter of 2010 as compared td $8illion in the first quarter of 2009
decrease of $1.9 million. The decrease in cashpwasarily due to lower premium receipts and framareases in the net settlement of claims.

Net cash used in investing activities was $18.7ionilfor the first quarter of 2010 as compared ¢b cash provided by investing activit
of $4.4 million for the first quarter of 2009. Thlecrease in cash was primarily due to a redudticzales and maturities of available-fak
investments in the first quarter of 2010 as comgphéoe2009.

Net cash provided by financing activities was $hiflion for the first quarter of 2010 as comparedcash used in financing activities
$0.1 million for the first quarter of 2009, an irase of $2.0 million. The increase was primaritgilzutable to an increase in restricted cast
cash equivalents on deposit for the benefit ofotegiregulatory agencies.

Capital Resources

Our insurance operations require cash and ligwestments to pay claims and expenses, but the anufucapital in our insuran
subsidiaries influences how much premium we cartewiThe amount of capital in our insurance subsgiBais maintained relative
standardized capital adequacy measures. In thedlSitates and Bermuda, insurers and reinsurenequéred to maintain certain minimi
levels of capital and riskased capital, the calculation of which includesnatous factors specified by the respective inswaegulator
authorities and the related insurance regulatibiagtors that affect capital requirements generalijude premium volume, the extent .
nature of loss and loss expense reserves, theatyghdorm of insurance business underwritten andattaglability of reinsurance protection
terms that are acceptable to us.
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Our competitive position and capital requiremenrdlso partly determined by our financial strengttings. In December 2009, A.M. B
downgraded Majestic’s financial strength ratingnfirtA-" (Excellent) to “B++" (Good). The rating is under review and has a negatixtlook
The rating reflects AM. Best’opinion of our financial strength, operating pemfance and ability to meet obligations. If an ipeledent ratin
agency downgrades or withdraws either of our rativge could be severely limited or prevented fronitimg any new insurance contrau
which would significantly and negatively affect dumsiness. Insurer financial strength ratings aget upon factors relevant to policyholi
and are not directed toward the protection of itwess

A.M. Best's financial strength ratings are basedprily on a compang balance sheet strength, taking into accountri@uat of capite
needed to support the financial risks of a comp&¥g. have purchased quota share reinsurance coveragder to maintain our A.M. Be
rating. Under quota share reinsurance, the reingoeepts a pro rata share of the insurer’s, oingecbmpanys, losses and an equal shar
the applicable premiums. Quota share reinsurarowslthe ceding company to increase the amountusinkess it could otherwise write
sharing the risks with the reinsurer. The effecthaf quota share reinsurance on the ceding comipasigilar to increasing its capital whict
the principal constraint on the amount of busiresisurance company can prudently write.

Effective July 1, 2009, we entered into two reirsire agreementsa-43% ceded quota share agreement, of which 80%plaasd witl
participating reinsurers, and a 15% ceded quoteeshgreement. Our execution of these agreementbagesl, in part, on A.M. Besttoncer
over limited capital being readily available. Thgreements are set to expire on June 30, 2010, asetlon our operating results for the
quarter of 2010 and current capital position, we eurrently evaluating our need to purchase qubgaesreinsurance with respect to
maintenance of an A.M. Best financial strengthnguof “B++" or better.

We have formed a Special Committee of the Boardwéctors and retained Macquarie Capital to explstategic alternatives
strengthen our capital position. Alternatives comdude, but may not be limited to, a sale, mergepother business combination, a sal
shares or other recapitalization, a joint venturarggement, the sale or spin off of assets, octmtinued execution of our business plan. T
can be no assurance that the exploration of stcagdtgrnatives will result in any transaction,tbat, if completed, any transaction will be
attractive terms.

On November 10, 2009, we received a Nasdaqg StdfitiBecy Letter indicating that we fail to complyittv the minimum bid pric
requirement for continued listing on the NASDAQ Gdb Select Market as set forth in Marketplace Red®&0(a)(1). If we do not rege
compliance with the minimum bid price rule by May, 2010, Nasdag will provide notice to us that cammon shares will be delisted.

We have applied to transfer the listing of our camnnshares to the NASDAQ Capital Market. If the éggilon is approved, then we n
be eligible for an additional 18@ay grace period. However, there can be no assertéiat we will satisfy all criteria for initial flismg on the
NASDAQ Capital Market, other than compliance witte tminimum bid price requirement. One of the cidtdor initial listing on the Nasd:
Capital requires that the market value of our mplheld shares total at least $5 million as of Mdy 2010 (“publicly held sharesite define
as total shares outstanding, less any shares hrelctlgl or indirectly by officers, directors or amperson who is the beneficial owner of nr
than 10% of the total shares outstanding of thepzom). The market value of our publicly held sharas been below $5 million in the p.
Thus, we cannot assure that we will meet all thinky requirements of the Nasdag Capital Markéhatime of our application, and as such
may not be eligible for the additional 180-day graeriod.

If our application to the Capital Market is not apyged and we are not afforded the additional @89-grace period, then we may see
execute a reverse share split. At our 2010 AnnwaigBal Meeting of Shareholders, the shareholdetesdvon and approved to authorize
Board of Directors, in its discretion, to effectewverse share split of the Company’s common ands®ashares within a range of 1-foshare
to 1-for-10 shares, at any time prior to November 5, 20b@. g@rimary purpose of the reverse share split isdiease the per share trading [
of our common shares. However, there can be norassel that the reverse share split, if implementeitl, have the desired effect
sufficiently raising the common share price. Thie&fof a reverse share split upon the market mpfabe common shares cannot be pred
with any certainty. The market price of the comnsirares may vary based on other factors that arelated to the number of shs
outstanding, including our future performance.
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We also cannot assure you that the common shalesavbe delisted due to a failure to meet othantmued listing requirements eve
after the reverse share split the market priceshare of the common shares remains in excess @0.$if.a delisting from NASDAQ were
occur, we may seek to have the common shares tradetie OTC Bulletin Board or in the “pink sheet$liese alternative markets
generally considered to be less efficient and tighan the Nasdaq stock market, where our shaeescav listed.

A delisting from NASDAQ could also significantlynpact the transferability and issuance of our comrsisares under Bermuda I
Specific permission is required from the Bermudanktary Authority, pursuant to the provisions of Esechange Control Act 1972 and rele
regulations, for all issuances and transfers ofiseées of Bermuda companies, other than in cadesrevthe Bermuda Monetary Authority
granted a general permission. The Bermuda Monétatigority has advised that where any equity seias;itwhich would include our comm
shares, of a Bermuda company are listed on an afgpobstock exchange, general permission is giveth® issue and subsequent transfi
any securities of a company from and/or to a resident, for as long as any equities securitiesugh company remain so listed. The Na
Stock Market, Inc. is deemed to be an appointeckstachange under Bermuda law. However, the OTC@eBulBoard and the “pink sheets”
are not considered to be appointed stock exchafgean alternative, we could seek to apply foirgton the Bermuda Stock Exchange, w
is considered an appointed stock exchange, althawggbannot assure you that such a listing can berea. Consequently, if our comn
shares are delisted from the Nasdaqg and we doltainoa listing on the Bermuda Stock Exchange, wald/no longer qualify for the Bermu
Monetary Authoritys grant of general permission. As such, the teanahd issuance of our common shares would subgespecific
permission of the Bermuda Monetary Authority untther Exchange Control Act 1972.

For additional information and the risks associatgtth the Nasdaq's notice, see “Item 1A. Risk Fexte- Our common shares could
delisted from the Nasdaqg Global Select Market iffaieto continue to meet all applicable NasdaqhaloSelect Market requirementsi out
Annual Report on Form 10-K for the fiscal year em@®ecember 31, 2010.

Beginning December 15, 2009, we elected to deferegularly scheduled quarterly interest paymerith wespect to our trust prefer
securities financing and the $36.1 million in junBubordinated debentures issued in connectiorewnttr. Although we have the financ
means to pay the interest on the debt securitieglacted to defer payments of interest to conseash. The total estimated annual interes
would be payable on the Debt Securities, if notedef, is approximately $3.1 million. The termstloé debt securities allow us to de
payment of interest at any time or from time todifior up to 20 consecutive quarters provided naewé default (as defined in the d
securities) has occurred and is continuing. Wenaten default with respect to the debt securitegs] the deferral of interest does not const
an event of default under the debt securities. 8¢ defer the payment of interest, we will con¢ina accrue expense for interest owed
compounded rate. Upon the expiration of the defeatbaccrued and unpaid interest is due and pay&hring the deferral period, we may 1
except for intercompany dividends and distributiangl subject to certain other exceptions, (a) deda pay any dividends or distributions
or redeem, purchase, acquire, or make a liquidgteyment with respect to, any of our capital sta¢l, make any payments on, reg
repurchase or redeem any debt securities othertttzee that rank senior to the Debt Securitiesp{ake any payment under any guarar
with respect thereto, or (d) enter into any confradth 10% or greater shareholders.

Contractual Obligations

All of our outstanding financing obligations areclinded in the Consolidated Financial Statementsawmpanying notes containec
Item 1. The table below sets forth the amountsunfomntractual obligations, including interest palgaat March 31, 2010:
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Payment Due by Period

Less than More Than
Total 1 Year 1-3 Years 3-5 Years 5 Years
(Dollars in thousands)

Contractual Obligations $ 11,27C $ 7,82¢ $ 3,04. $ 40C $ —

Long Term Debt Obligation® 94,73¢ 5,13 4,812 3,52¢ 81,26!

Operating Lease Obligations 37,24 5,09¢ 7,78¢ 6,15 18,21

Retrospective Premiunt3 1,10¢ 1,10¢ — — —

Reinstatement Premiums 2,86: — — — 2,86:
Gross Loss and Loss Adjustment

Reserve®) 324,36° 74,44¢ 88,67t 46,66¢ 114,57¢

Total Contractual Obligations $ 47159 $ 93,61¢ $ 104,31t $ 56,74¢ $ 216,91!

(1) This amount includes interest payable on awmgterm debt obligations. For a further discussiontte applicable interest rates,
“Liquidity and Capital Resources — Capital Resostdr Item 7 of our Form 10-K for the fiscal yearded December 31, 2009.

(2) Retrospective premiums are an estimate of the atadhat would be paid to policyholders if lossesuimed under these policies perfc
as currently anticipated.

(3) Our gross loss reserves exclude $3.6 million of ®Aair value purchase accounting adjustments. @ag leserves do not have contrac
maturity dates and the exact timing of the paynwéndlaims cannot be predicted with certainty. Hoem\ased upon historical paymr
patterns, we have included an estimate of whenxgea our loss reserves (without the benefit of eigsurance recoveries) to be p
As more fully discussed in Item 1. of our Form 10 the fiscal year ended December 31, 2009 uttfdeheadings “BusinessPrimary
Insurance Segment — Reserves for Losses and Lgasti@nt Expenses” and “Business — Reinsurance SagrReserves for Losses ¢
Loss Adjustment Expensedfie estimation of losses reserves is based onusdomplex and subjective judgments. Actual logsse
may differ, perhaps significantly, from the reseestimates reflected in our financial statemenitil&rly, the timing of payment of o
estimated losses and benefits is not fixed andetimeay be significant changes in actual paymenvwiactiThe assumptions used
estimating the likely payments due by period argebeon our historical claims payment experienceiagidstry payment patterns, but |
to the inherent uncertainty in the process of ediimg the timing of such payments, there is a tiigk the amounts paid in any such pe
can be significantly different than the amountsidised above.

Off-Balance Sheet Transactions

Other than the VIEs described in “Part 1. Finanki&drmation — Item 1. Financial Statements — NI@e Variable Interest Entitywe haw
no off-balance sheet arrangements or transactiithamconsolidated, special purpose entities.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

There have been no material changes in the Compamgrket risk components since December 31, 2009.
ITEM 4. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

For the quarter ended March 31, 2010, we conduarteslaluation, under the supervision and with gr¢igipation of the Compang'Chie
Executive Officer and Acting Chief Financial Officef the effectiveness of the design and operatioour disclosure controls and proced:
pursuant to Rule 13a-15(e) and 1H&{e) under the Securities Exchange Act of 193df &lse end of the period covered by this reporsdghol
this evaluation, our Chief Executive Officer andtiag Chief Financial Officer has concluded that disclosure controls and procedures
effective (i) to ensure that information requiredoe disclosed in reports that the Company filesutbmits under the Exchange Act is recor
processed, summarized and reported within the piereds specified in the Securities and Exchangar@ission rules and forms; and (ii)
ensure that information required to be disclosethenreports that the Company files or submits uride Exchange Act is accumulated
communicated to our management, including the CaryigaChief Executive Officer and Acting Chief Finaric@fficer, to allow timel
decisions regarding required disclosures.
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Changes in Internal Control over Financial Reportirg

There have not been any changes in the Compartgshal control over financial reporting (as sucmtés defined in Rules 1385(f) anc
15d-15(f) under the Exchange Act) during the fiscalrterato which this report relates that have maligraffected, or are reasonably likely
materially affect, the Company’s internal contrekofinancial reporting.

PART II. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

See Regulatory Matters and Pending Litigation irartP1l. Financial Information — Item 1. Financiala®ments. — Note 1%
Contingencies” above, which is incorporated by nexiiee in this Item 1, for litigation and regulatatigclosure.

ITEM 1A. RISK FACTORS

You should carefully consider the risks describedur Annual Report on Form I0for the year ended December 31, 2009, and tle
described in other filings with the SEC, togethéhvall of the other information included in thisayterly report. The risks and uncertainties
not the only ones facing our company. If any of fisks actually occurs, our business, financialditton or operating results could be harn
Any of the risks described could result in a sig@iht or material adverse effect on our financiahdition or results of operations, an
corresponding decline in the market price of ounown stock. You could lose all or part of your istreent. The risks discussed below
include forward-looking statements and our acteallts may differ substantially from those discdsisethose forwardeoking statements,
discussed above under the heading “Part I. — Item—2Managemen$ Discussion and Analysis of Financial Conditiord eResults ¢
Operations.”

ITEM 6. EXHIBITS

Exhibit
Number Description
*31.1 Certification of Chief Executive Officer pursuantRule 13a-14(a) of the Exchange Act
*31.2 Certification of Acting Chief Financial Officer pswant to Rule 13a-14(a) of the Exchange Act
**32.1 Certification of Chief Executive Officer pursuamt 18 U.S.C. Section 1350, as adopted pursuant ¢ticBe906 of th
Sarbanes-Oxley Act of 2002
**32.2 Certification of Acting Chief Financial Officer pswant to 18 U.S.C. Section 1350, as adopted pursoagection 906 «
the Sarbanes-Oxley Act of 2002
* Filed herewith
** Furnished herewith
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly caused¢iport to be signed on its behall
the undersigned, thereunto duly authorized.

CRM Holdings, Ltd.

[s/ IAMES J. SARDINO
James J. Scardino
Chief Executive Officer

Dated: May 10, 2010
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EXHIBIT 31.1

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

I, James J. Scardino, certify that:
1. | have reviewed this quarterly report onrrd0-Q of CRM Holdings, Ltd.;

2. Based on my knowledge, this report does not cortajnuntrue statement of a material fact or ométste a material fact necessar
make the statements made, in light of the circunt&s under which such statements were made, ntgadisg with respect to t
period covered by this report;

3. Based on my knowledge, the financial statements,ather financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amgtf@ periods presented in this report;

4. The registrarg’ other certifying officer and | are responsible éstablishing and maintaining disclosure conteoidl procedures (
defined in Exchange Act Rules 13a-15(e) and 15@)) and internal control over financial repogtias defined in Exchange /
Rules 13a-15(f) and 15d-15(f)) for the registrami &ave:

a) Designed such disclosure controls and proceduresused such disclosure controls and procedures tesigned under ¢
supervision, to ensure that material informatiotatieg to the registrant, including its consolidateubsidiaries, is ma
known to us by others within those entities, pattidy during the period in which this report isifg prepared;

b) Designed such internal control over financial réipgr, or caused such internal control over finah@gaorting to be design
under our supervision, to provide reasonable assareegarding the reliability of financial repogimand the preparation
financial statements for external purposes in ataece with generally accepted accounting princjples

c) Evaluated the effectiveness of the registsadisclosure controls and procedures and presémtiais report our conclusio
about the effectiveness of the disclosure contrald procedures, as of the end of the period coveyatiis report based
such evaluation; and

d) Disclosed in this report any change in thgistrants internal control over financial reporting thatcooed during th
registrant’s most recent fiscal quarter that hasenwlly affected, or is reasonably likely to méadly affect, the registrant’
internal control over financial reporting; and

5. The registrard’ other certifying officer and | have disclosedsdx on our most recent evaluation of internal @rdwer financie
reporting, to the registrant’s auditors and theitaemnmittee of registrant’s board of directors:

a) All significant deficiencies and material weaknesée the design or operation of internal controeofinancial reportin
which are reasonably likely to adversely affect thgistrants ability to record, process, summarize and refinencia
information; and

b) Any fraud, whether or not material, that involvesamagement or other employees who have a significalet in the
registrant’s internal control over financial repogt

/s/ JAMES J. SCARDINO
James J. Scardino
Chief Executive Officer

Dated: May 10, 2010



EXHIBIT 31.2

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

I, James J. Scardino, certify that:
1. | have reviewed this quarterly report onrrd0-Q report of CRM Holdings, Ltd.;

2. Based on my knowledge, this report does not cortajnuntrue statement of a material fact or ométste a material fact necessar
make the statements made, in light of the circunt&s under which such statements were made, ntgadisg with respect to t
period covered by this report;

3. Based on my knowledge, the financial statements,ather financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amgtf@ periods presented in this report;

4. The registrarg’ other certifying officer and | are responsible éstablishing and maintaining disclosure conteoidl procedures (
defined in Exchange Act Rules 13a-15(e) and 15@)) and internal control over financial repogtias defined in Exchange /
Rules 13a-15(f) and 15d-15(f)) for the registrami &ave:

a) Designed such disclosure controls and proceduresused such disclosure controls and procedures tesigned under ¢
supervision, to ensure that material informatiotatieg to the registrant, including its consolidateubsidiaries, is ma
known to us by others within those entities, pattidy during the period in which this report isifg prepared;

b) Designed such internal control over financial réipgr, or caused such internal control over finah@gaorting to be design
under our supervision, to provide reasonable assareegarding the reliability of financial repogimand the preparation
financial statements for external purposes in ataece with generally accepted accounting princjples

c) Evaluated the effectiveness of the registsadisclosure controls and procedures and presémtiais report our conclusio
about the effectiveness of the disclosure contrald procedures, as of the end of the period coveyatiis report based
such evaluation; and

d) Disclosed in this report any change in thgistrants internal control over financial reporting thatcooed during th
registrant’s most recent fiscal quarter that hasenwlly affected, or is reasonably likely to méadly affect, the registrant’
internal control over financial reporting; and

5. The registrard’ other certifying officer and | have disclosedsdx on our most recent evaluation of internal @rdwer financie
reporting, to the registrant’s auditors and theitaemnmittee of registrant’s board of directors:

a) All significant deficiencies and material weaknesée the design or operation of internal controeofinancial reportin
which are reasonably likely to adversely affect thgistrants ability to record, process, summarize and refinencia
information; and

b) Any fraud, whether or not material, that involvesamagement or other employees who have a significalet in the
registrant’s internal control over financial repogt

/s JAMES J. SCARDINO
James J. Scardino
Acting Chief Financial Officer

Dated: May 10, 2010



EXHIBIT 32.1

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

In connection with the Quarterly Report of CRM Halgk, Ltd. (the “registrant”) on Form 1Q-for the three months ended March
2010, as filed with the Securities and Exchange @@sion on the date hereof (the “report})James J. Scardino, Chief Executive Office
the registrant, certify, pursuant to 18 U.S.C. §0,3s adopted pursuant to 8 906 of the Sarbanks@xt of 2002, that to my knowledge:

(1) The report fully complies with the requirementssettion 13(a) or 15(d) of the Securities Exchangeok 1934, as amendt
and

2) The information contained in the report fairly prets, in all material respects, the financial ctadiand results of operatic
of the registrant.

/s/ JAMES J. SCARDINO
James J. Scardino
Chief Executive Officer

Dated: May 10, 2010



EXHIBIT 32.2

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

In connection with the Quarterly Report of CRM Halgk, Ltd. (the “registrant”) on Form 1Q-for the three months ended March
2009 as filed with the Securities and Exchange Cimsion on the date hereof (the “reportl), James J. Scardino, Acting Chief Finar

Officer, of the registrant, certify, pursuant to W8S.C. § 1350, as adopted pursuant to 8 906 oSHrbane®©xley Act of 2002, that to n
knowledge:

1) The report fully complies with the requirementssettion 13(a) or 15(d) of the Securities Exchangeok 1934, as amend:
and

2) The information contained in the report fairly prets, in all material respects, the financial ctadiand results of operatic
of the registrant.

/sl JAMES J. SCARDINO
James J. Scardino
Acting Chief Financial Officer

Dated: May 10, 2010



