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PART I-FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

THE SEIBELS BRUCE GROUP, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

(Dollars shown in thousands, except per share amots)

(Unaudited)
September 30, December 31,
2003 2002
ASSETS
Cash and investment
Debt securities, available-for-sale, at fair vajoest of $36,220 in 2003 and $35,883 in
2002) $ 37,44¢ 37,55¢
Equity securitie: 1,82 1,661
Cash and shc-term investment 8,711 10,42;
Total cash and investmer 47,98 49,63¢
Accrued investment incorn 481 71z
Premiums and agents’ balances receivable, netafahce for doubtful accounts of $1,888
in 2003 and $2,681 in 20( 4,74% 3,49:
Reinsurance recoverable on paid losses and logstadjnt expense 6,73¢ 7,28¢
Reinsurance recoverable on unpaid losses and djsstment expense 28,07¢ 30,78t
Property and equipment, r 69¢ 99:¢
Prepaid reinsurance premiu-ceded busines 8,84« 30,22«
Deferred policy acquisition cos 1,49( 1,16¢
Receivable for debt securities sold but not se — 1,50¢
Goodwill 3,81 4,51
Other asset 2,08 3,357
Total asset $ 104,95 133,67:
LIABILITIES
Losses and loss adjustment expen
Reported and estimated losses and cl — retained busines $ 19,26( 18,851
— ceded busines 27,41° 29,71,
Adjustment expense - retained busines 3,84¢ 4,06
— ceded busines 661 1,06¢
Unearned premiun - retained busines 6,91¢ 6,13¢
— ceded busines 8,84« 30,22«
Balances due other insurance compa 1,44¢ 3,15¢
Other liabilities and deferred iter 5,47¢ 9,22¢
Total liabilities 73,87: 102,45(
COMMITMENTS AND CONTINGENCIES
SHAREHOLDERS’ EQUITY
Adjustable Rate Cumulative Nonvoting Preferred $peftock, no par value, authorized
5,000,000 shares, issued and outstanding 800,@08s 8,00( 8,00(
Common stock, $1 par value, authorized 17,500,080es, issued and outstanding 7,816,044
shares in 2003 and 7,831,690 shares in . 7,81¢ 7,83
Additional paic-in-capital 61,96« 61,98¢
Accumulated other comprehensive inca 1,241 1,691
Accumulated defici (47,936 (48,289
Total shareholde’ equity 31,08t 31,22
Total liabilities and sharehold¢ equity $ 104,95 133,67:




THE SEIBELS BRUCE GROUP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
(Amounts shown in thousands, except per share amots)

(Unaudited)
Three Months Ended Nine Months Ended
September 30 September 30
2003 2002 2003 2002
Revenues:
Commission and service incor $ 3332 $ 9,56¢ $ 11,70. $ 26,49(
Property and casualty premiums ear 3,791 13,68: 11,44: 20,72¢
Net investment incom 39¢ 56¢ 1,34 1,70C
Net realized gail 7 13 10t 2,48(
Gain on sale of NFIP renewal rigt 1,05(C — 3,14¢ —
Equity in (loss) earnings of unconsolidated affédi a7 (202 167 (20%)
Other income 36C 51C 1,221 1,572
Total revenue 8,921 24,14( 29,13 52,76
Expenses:
Losses and loss adjustment expetl 4,24¢ 10,97¢ 9,137 15,16¢
Policy acquisition cost 2,24t 7,18¢ 7,307 18,60(
Other operating costs and exper 3,952 4,23¢ 12,03; 13,71
Total expense 10,44¢ 22,40: 28,48 47 47"
(Loss) income from operations, before provision fomcome
taxes (1,529 1,73¢ 652 5,28¢
(Provision) benefit for income taxes (15) 30 (15) 30
Net (loss) income (1,539 1,76¢ 637 5,31¢
Other comprehensive income
Change in value of marketable securities, lesassdicatior
adjustments of $6 and $13 for gains included inmeime
(loss) for the three months ended September 3G 200
2002, respectively, and $103 and $69 for gainsiged in
net income for the nine months ended Septembe2(BIB
and 2002, respective (427 744 (450 77€
Comprehensive net (loss) income $ (1,960 $ 2517 $ 187 $ 6,09/
Basic (loss) earnings per share $ 0.21) $ 021 $ 0.04 $ 0.64
Weighted average shares outstandin 7,811 7,83z 7,82% 7,832
Diluted (loss) earnings per shart $ 0.21) $ 021 $ 0.04 $ 0.6z
Weighted average shares outstanding 7,817 8,02¢ 7,854 8,16¢




THE SEIBELS BRUCE GROUP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Nine Months Ended September 30,
(Amounts shown in thousands)

(Unaudited)
2003 2002
Cash flows from operating activities:
Net income $ 637 $ 5,31¢
Adjustments to reconcile net income to net cashduis) provided by operating activitie
Impairment of goodwil 70C —
Equity in (income) loss of unconsolidated subsidis (167) 20&
Amortization of deferred policy acquisition co 7,307 18,60(
Depreciation and amortizatic 62€ 391
Realized gain on settlement of life insurance — (2949)
Realized gain on sale of previously nonmarketagletg security — (2,119
Realized gain on sale of investments, (1093 (69)
Realized gain on sale of property and equipmett 2 —
Change in assets and liabiliti¢
Accrued investment incorn 232 167
Premiums and ager balances receivab (1,257 (879
Premium notes receivak — 3,64(
Reinsurance recoverable on losses and loss adjoiséxpense 3,25¢ 6,96¢
Prepaid reinsurance premiu-ceded busines 21,38( 1,54¢
Deferred policy acquisition cos (7,629 (18,92%
Unpaid losses and loss adjustment expe (2,529 (1,852
Unearned premiunr (20,596 (432
Balances due other insurance compa (1,709 2,26(
Other, ne’ (2,486 (9,706
Net cash (used in) provided by operating activi (2,326 4,821
Cash flows from investing activities:
Proceeds from investments sold or matt 14,02¢ 10,50:
Cost of investments acquir: (12,83% (12,849
Proceeds from property and equipment ¢ —
Purchases of property and equipm (259 (655)
Net cash provided by (used in) investing activi 94C (3,000
Cash flows from financing activities:
Repurchase of common sta (47) —
Issuance of Adjustable Rate Cumulative Nonvotingfétred Special Stoc — 8,00(
Redemption of Special Stor — (2,590
Repayment of del — (7,727
Dividends paic (28%) (323
Net cash used in financing activiti (32€) (2,639
Net decrease in cash and shc¢-term investments (1,712 (8149
Cash and shor-term investments, January 1 10,428 6,37%
Cash and shor-term investments, September 3 $ 8,711 $ 5,561
Supplemental cash flow information:
Interest paic $ 9 % 164
Income taxes paid (recovere 15 (30




THE SEIBELS BRUCE GROUP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars shown in thousands except per share amousit
(Unaudited)

NOTE 1. GENERAL
Basis of Presentation

The accompanying consolidated financial statemiaentade the accounts of The Seibels Bruce Group,(the Company) and its wholly-
owned subsidiaries and have been prepared, withalit, in conformity with accounting principles @eally accepted in the United States
(GAAP) pursuant to the rules and regulations of3beurities and Exchange Commission (SEC). Allifigant intercompany balances and
transactions have been eliminated in consolidatiuh in the opinion of management, all adjustmaatsessary for the fair presentation of the
Company'’s unaudited interim financial position,uks of operations and cash flows have been redorlé of these adjustments are of a
normal and recurring nature. These financial statémshould be read in conjunction with the finahstatements and notes thereto contained
in the Company’s Annual Report on Form 10-K for ylear ended December 31, 2002 filed with the SHf@. rEsults of operations for the
interim period are not necessarily indicative @ tesults for a full year. Certain prior year baksmhave been reclassified to conform to the
current year presentation.

Order Imposing Administrative Supervision

On August 21, 2002, the South Carolina Departméhtsurance (the SCDOI) issued an Order Imposinmiistrative Supervision and
Appointing Supervisor (the Order) that placed tloenpany’s South Carolina domiciled insurance subsigs under administrative
supervision as a result of disputes associatedtivithvorkers’ compensation program of two of thioseirance subsidiaries. The Order was
lifted by the SCDOI on May 20, 2003.

Sock-Based Compensation

The Company has adopted the disclosure-only pansgsdf Statement of Financial Accounting Stand&fEAS) No. 123, “Accounting for
Stock-Based Compensation.” Accordingly, no compgosaost has been recognized for its three stqtion plans. Had compensation costs
for the Company’s stock option plans been deterthbesed on the fair value at the grant date fordsvaade during the nine months ended
September 30, 2003 consistent with the provisidr&FAS No. 123, the Company’s net income and incpereshare for that period would
have been as follows:

As Reported Pro forma
Net income $ 637 $ 622
Income per shart
Basic 0.04 0.04
Diluted 0.04 0.04

The fair value of each option granted is estimatedhe date of grant using the Black-Scholes oppiacing model with the following
assumptions:

1995 Stock 1995 Stock
1996 Stock Option Plan for Option Plan for
Option Plan for Independent Non-Employee

Employees Agents Directors
Expected dividend yiel 0% — 0%
Expected stock price volatilil 7.€% — 7.8%
Risk-free interest rat 3.22% — 2.94%
Expected life of option 10.00 year — 8.13 year

Impairment of Goodwill

At December 31, 2002, the Company had a total (§143tin recorded goodwill related to its 1997 asiign of The Innovative Company a
its 1998 acquisition of Americas Flood Services, Im accordance with the provisions of SFAS N&,T'Goodwill and Other Intangible
Assets”, the Company is required to perform antestk of impairment on its goodwill, or more fregtig if there are material changes in the
Company’s operations or environment. During thedtijuarter of 2003, the Company recorded a goodiwplirment charge of $700 related
to its 1997 purchase of The Innovative Company @&&salt of a trend of decreased premium volumel#thto lower than expected revenues,
cash flows and net income through September 3@.28@etermining the impairment charge to be reedr the fair value of the associated
reporting unit was estimated using a combinatioprafes of comparable businesses and present value
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techniques. The impairment charge is included @s@ponent of the other operating costs and experishe automobile segment.
Recent Accounting Pronouncements

The Financial Accounting Standards Board has récesstued accounting standards that are curretiyapplicable to the Company and,
therefore, would have no impact on its financiaidition or results of operations.

NOTE 2. INVESTMENTS

The amortized cost and estimated fair values afstments in debt securities were as follows:

Gross Gross Estimated
Amortized Unrealized Unrealized Fair
September 30, 2003 Cost Gains Losses Value
U.S. Government, government agencies and authg $ 13,95 $ 421 % (349 % 14,34
States, municipalities and political subdivisic 20C 11 — 211
Corporate bond 22,06¢ 872 (45) 22,89:
Total $ 36,22( $ 1,30¢ $ 79 $ 37,44
Gross Gross Estimated
Amortized Unrealized Unrealized Fair
December 31, 200: Cost Gains Losses Value
U.S. Government, government agencies and auths $ 14,58¢ $ 60¢ $ — 8 15,19¢
States, municipalities and political subdivisic 37¢ 15 — 39C
Corporate bond 20,92: 1,062 (14) 21,97(
Total $ 35,88: $ 1,68t $ 19 $ 37,55¢

Excluding investments in the U.S. Government, gowemt agencies and authorities, there were notimeggs at September 30, 2003 or
December 31, 2002 that exceeded 10% of sharehbltprisy. Debt securities with an amortized cos$a¥,155 at September 30, 2003 and
$17,112 at December 31, 2002 were on deposit wihlatory authorities.

NOTE 3. DEFERRED POLICY ACQUISITION COSTS

Policy acquisition costs incurred and amortizethtmme on property and casualty business for the mionths ended September 30, 2003
and 2002 were as follows:

2003 2002
Deferred at the beginning of the per $ 1,16¢ $ 1,20(
Costs incurred and deferred during y¢
Commissions and brokera 4,86( 12,82¢
Taxes, licenses and fe 1,25¢ 3,50
Other 1,51« 2,59
Total 7,62¢ 18,92¢
Amortization charged to income during the pel (7,307 (18,600
Deferred at the end of the peri $ 1,49C $ 1,52¢




NOTE 4. PROPERTY AND CASUALTY UNPAID LOSSES AND LOSS ADJUSTMENT EXPENSES

Activity in the liability for unpaid losses and adjustment expenses (LAE) for the nine monthe@@kptember 30, 2003 and 2002 is
summarized as follows:

2003 2002
Liability for losses and LAE at the beginning oétheriod:
Gross liability per balance she $ 53,71 $ 66,87¢
Ceded reinsurance recoverable, classified as @ (30,78¢) (40,83))
Net liability 22,92« 26,04
Provision for losses and LAE for claims occurringhe current yee 6,58¢ 14,87:
Increase in estimated losses and LAE for claimsioiog in prior year: 2,552 298
9,13 15,16¢
Loss and LAE payments for claims occurring duri
Current yea 3,722 3,91¢
Prior years 5,23( 6,261
8,952 10,17¢
Liability for losses and LAE at the end of the peli
Net liability 23,10¢ 31,03:
Ceded reinsurance recoverable, classified as @ 28,07¢ 33,99:
Gross liability per balance she $ 51,18" $ 65,02




NOTE 5. EARNINGS PER SHARE

The following table shows the computation of eagsiper share:

(000’s) Per
Income Shares Share
(Numerator) (Denominator) Amount
For the nine months ended September 30, 200
Net income $ 637
Less: Preferred stock dividenc (28%)
Basic earnings per she 352 7,828 $ 0.04
Effect of dilutive stock options and warra — 29
Diluted earnings per sha $ 352 7,85¢ $ 0.04
For the nine months ended September 30, 200
Net income $ 5,31¢
Less: Preferred stock dividenc (323
Basic earnings per she 4,99t 7832 $ 0.64
Effect of dilutive securities
Convertible preferred stoc 101 27C
Stock options and warrar — 62
Diluted earnings per sha $ 5,09¢ 8,16/ $ 0.62
For the three months ended September 30, 200
Net loss $ (1,539
Less: Preferred stock dividenc (93
Basic earnings per she (1,632) 7817 $ (0.27)
Effect of dilutive stock options and warra — —
Diluted earnings per sha $ (1,632 7811 $ (0.29)
For the three months ended September 30, 2002:
Net income $ 1,76¢
Less: Preferred stock dividenc (128
Basic earnings per she 1,641 7832 $ 0.21
Effect of dilutive securities
Convertible preferred stoc 20 162
Stock options and warrar — 34
Diluted earnings per sha $ 1,661 8,02¢ $ 0.21

Options and warrants to purchase shares of cominok that were outstanding during the period butincluded in the computation of
diluted earnings per share because their effectdimelantidilutive are summarized as follows:

Shares Exercise Price:
Excluded Low High

For the Nine Months Ended September 3C

2003 434,97 $ 1.8C $ 10.5(C
2002 563,94, 1.81 10.5(
For the Three Months Ended September 30:

2003 398,29t $ 20C $ 10.5(C
2002 654,25¢ 1.81 10.5(C

On April 14, 2003, the Company announced a stooteeprogram allowing shareholders owning fewen th@0 shares of its stock to sell
their shares to the Company for $2.50 per share.pfbgram terminated on July 31, 2003 and a tétapproximately 16,000 shares were
tendered to the Company.




NOTE 6. SEGMENT REPORTING

Reportable segments are determined based on maeatgmternal reporting approach, which is basegduct line and complementary
coverages. The reportable segments are compris&édtofmobile, Flood, Commercial, Adjusting Serviaxl All Other. While the majority
revenues and expenses are captured directly byrepottable segment, the Company does have shareche and expenses. Shared income
comprised approximately 12% and 67% of “all othmmoime” for the nine months ended September 30, 26832002, respectively, and
approximately 9% and 48% of “all other income” fbe three months ended September 30, 2003 and &Xp&ctively. The gain on the sale
of the Company’s investment in Insurance Servicg€3, Inc. (ISO) accounted for 54% of shared tdlier income” for the nine months
ended September 30, 2002. Shared expenses comgpigaakimately 1% and 4% of “all other expenses'tfie nine months ended
September 30, 2003 and 2002, respectively, andaippately 1%, and 2% of “all other expenses” fax three months ended September 30,
2003 and 2002, respectively. These shared amowrts allocated on a basis proportionate with eagbrtable segment’s total net loss and
LAE and unearned premium reserves. The resultseofeportable segments are included in the follgwébles:

For the nine months ended September 30, 2003

Adjusting
Automobile Flood Commercial Services All Other Total

Revenues:
Commission and service incor $ 425z $ 2,528 $ 19¢ $ 4,52 % 20C $ 11,70:
Property and casualty premiums ear 5,18( — 6,251 — 12 11,44:
Gain on sale of NFIP renewal rigt — 3,14¢ — — — 3,14¢
All other income 817 7 68€ 417 91z 2,84(

Total revenue 10,24¢ 5,681 7,13¢€ 4,94 1,12¢ 29,13
Expenses:
Losses and LAL 2,76¢ — 3,76( — 2,61z 9,137
All other expense 7,71¢ 1,83¢ 4,444 4,20¢ 1,142 19,34«

Total expense 10,48 1,83¢ 8,20¢ 4,20¢ 3,754 28,48
(Loss) income from operations before

benefit (provision) for income taxes (239 3,84t (1,069 73€ (2,629 652
Benefit (provision) for income taxes 5 (88) 25 ) 60 (15)
Net (loss) income $ (229) $ 3,751 $ (1,049 $ 721 $ (2,569 $ 637

For the nine months ended September 30, 20!
Adjusting
Automobile Flood Commercial Services All Other Total

Revenues:
Commission and service incor $ 551 $ 14,33t $ 45¢ $ 5465 $ 72z % 26,49(
Property and casualty premiums ear 4,17¢ 6,96¢ — 9,58 20,72¢
Gain on sale of NFIP renewal rigt — — — — — —
All other income 2,20¢ 54 1,15¢ 77C 1,35¢ 5,541

Total revenue 11,89 14,38¢ 8,58¢ 6,238 11,66( 52,76
Expenses:
Losses and LAL 2,44 — 3,861 — 8,85¢ 15,16+
All other expense 8,13 13,12¢ 3,671 5,23¢ 2,14¢ 32,31:

Total expense 10,57 13,12 7,53¢ 5,23¢ 11,00: 47,47¢
Income from operations before

provision for income taxes 1,32 1,26 1,04¢ 99t 65¢ 5,28¢
Benefit for income taxes 7 7 6 6 4 30
Net income $ 1,33C $ 127 $ 1,052 $ 1,001 $ 66 $ 5,31¢




Revenues:
Commission and service incor
Premiums earne
Gain on sale of NFIP renewal rigt
All other income
Total revenue
Expenses:
Losses and loss adjustment expel
All other expense
Total expense
Income (loss) from operations before
(provision) benefit for income taxes
(Provision) benefit for income taxes

Net income (loss)

Revenues:
Commission and service incor
Premiums earne
Gain on sale of NFIP renewal rigt
All other income

Total revenue
Expenses:
Losses and loss adjustment exper
All other expense

Total expense

Income from operations before provision for

income taxes
Benefit for income taxes

Net income

For the three months ended September 30, 2003

Adjusting

Automobile Flood Commercial Services All Other Total
$ 1,301 $ 60z $ 80 $ 1,35t $ (OF] 3,332
1,83: — 1,96( — 2 3,791
— 1,05(C — — — 1,05(C
24¢ — 191 66 245 74€
3,382 1,652 2,231 1,421 23t 8,921
684 — 1,76¢ — 1,79 4,24¢
2,68t 56( 1,46 1,16( 32¢ 6,197
3,36¢ 56( 3,232 1,16( 2,12¢ 10,44t
13 1,092 (1,009 261 (1,889 (1,529
5 (88) 25 (17) 60 (15)
$ 18 $ 1,00 $ (976 $ 244 $ (1,829 $ (1,539

For the three months ended September 30, 2002
Adjusting

Automobile Flood Commercial Services All Other Total
$ 1,581 $ 5,26( $ 12¢ $ 1,872 $ 727 $ 9,56¢
1,771 — 2,331 — 9,57¢ 13,68:
252 32 10z 202 301 89(
3,60¢ 5,292 2,567 2,07t 10,60: 24,14(
1,00z — 1,40( — 8,57¢ 10,97¢
2,48: 4,64¢ 1,05t 1,60¢ 1,631 11,42
3,48¢ 4,64¢ 2,45k 1,60¢ 10,20¢ 22,40
11¢€ 6458 11z 47C 39¢€ 1,73¢
7 7 6 6 4 30
$ 125 $ 65C $ 11¢€ $ 47€ $ 40C $ 1,76¢
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NOTE 7. SUBSEQUENT EVENTS

On November 6, 2003, the Company entered into abiwating Letter of Intent with an unaffiliated tHiparty for a proposed sale of one of its
subsidiaries, South Carolina Insurance Company@}@or a purchase price of the lesser of (i) $2;5# (ii) the sum of 40% of SCIC’s
statutory capital and surplus, calculated at the daclosing, plus $1,000. The statutory capital aurplus and GAAP equity of SCIC was
approximately $3,816 and $4,441, respectively egt&@mnber 30, 2003. Any transaction resulting frbm Letter of Intent is subject to, among
other things, the satisfactory completion of dugence by both parties and the approval of the SCD

On November 12, 2003, the Company entered intanabimading Letter of Intent with an unaffiliated thiparty for a proposed sale of one of
SCIC's subsidiaries, Consolidated American Insuga@ompany (CAIC), for a purchase price of the sfit08% of CAIC’s statutory capital
and surplus, calculated at the date of closings Blt60. The statutory capital and surplus and G4ty of CAIC was approximately
$3,883 and $3,977, respectively, at September(IB.2Any transaction resulting from this Lettedfent is subject to, among other things,
the satisfactory completion of due diligence byhbearties and the approval of the SCDOI.

At approximately the same time it files its qudsteeport on Form 10-Q for the quarter ended Septr30, 2003, the Company plans to file
a preliminary proxy statement with the SEC relatm@ special meeting of shareholders to vote proposed amendment to the Company’s
Articles of Incorporation to effect a reverse staphit of the Company’s common stock. If approvgdhe shareholders, this reverse stock
split will enable the Company to terminate the segition of its common stock under Section 12(ghefSecurities Exchange Act of 1934
thus terminate its obligations to file annual aedigdic reports and make other filings with the SEC
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PART I. - FINANCIAL INFORMATION
ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS.
(Dollars shown in thousands except per share amousit

FORWARD LOOKING STATEMENTS

Some of the statements discussed or incorporateefésence in this quarterly report on Form 10-@ “dorward-looking statements” within
the meaning of the Private Securities LitigatioridR@ Act of 1995, including statements regardinghagement’s current knowledge,
expectations, estimates, beliefs and assumptidhforivard-looking statements included in this downt or incorporated by reference are
based on information available to the Company enddite hereof, and the Company assumes no obligatiopdate any such forward-
looking statements. Results may differ materiabtgduse of both known and unknown risks and uncgigaiwhich the Company faces.
Factors which could cause results to differ maligrfeom our forward-looking statements include lawe not limited to:

the possibility that the Company will be unablearteet its cash flow requirements; the Company hasdgieally incurred net operating
losses and/or negative cash flows from operatiodstlae Company may experience these trends iruthecf

the costs of defending pending litigation and ikk of material adverse outcomes of pending andnitl litigation involving the
Company;

the impact of exiting the National Flood Insuraregram;

the ability to satisfy dividend obligations relatedthe Company’s Adjustable Rate Cumulative NoimgoPreferred Special Stock;
the ability to secure additional sources of revenue

the ability to secure and maintain long-term relaships with customers and agents;

the effects of economic conditions and conditiomicl affect the market for property and casualsunance, including, but not limited
to, interest rate fluctuations and flood zone deieation services;

the effects and impact of laws, rules and regutatiwhich apply to insurance companies;

the effects if estimated reserves for losses ané established by the Company are deficient, inclgdeserves associated with the
Company'’s runoff lines of business;

geographic concentrations of loss exposure, causienues and profitability to be subject to préngiregulatory, demographic and
other conditions in the areas in which the Compapgrates;

the availability of reinsurance and the abilitytlé Company’s reinsurance arrangements to bal&eogeographical concentrations of
the Company’s risks;

the impact of competition from new and existing gatitors, many of which have superior financial amarketing resources than the
Company;

the continuing impact of the decisions to exit Nashville, Tennessee and South Carolina nonstaradaomnobile operations;
the risk that current initiatives may not be sustds
restrictions on the Company’s ability to declare pay dividends;

the fact that the Company has experienced, anthe@xpected in the future to experience, stormvaaather-related losses, which may
result in a material adverse effect on the Commargsults of operations, financial condition anshctiows;

the uncertainty associated with estimating lossries, and the adequacy of such reserves, cagialirces and other financial items;

the risk of loss of one or more key servicing caats and the related risk that the contracts cootde replaced,;
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¢ control of the Company by a principal shareholtiat has the ability to exert significant influermeer the policies and affairs of the
Company;

* risks the Company faces in diversifying the sewit@ffers and entering new markets, includinggsiassociated with the Company’s
development and deployment of new management iretiom systems to develop and deploy new strategres;

e other risk factors listed from time to time in tBempany’s Securities and Exchange Commission fling

Accordingly, there can be no assurance that theahrsults will conform to the forward-looking sments discussed or incorporated by
reference in this quarterly report on Form 10-Q.

The unaudited consolidated financial statementsnaneks thereto should be read in conjunction wighfollowing discussion as they contain
important information for evaluation of the Compafynancial condition and operating results.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The Company’s financial statements are preparedéordance with GAAP. The preparation of thesenfiie statements requires
management to make estimates and assumptiondfizttthe reported amounts of assets and liakslgied disclosures of contingent assets
and liabilities at the date of the financial stages and the reported amounts of revenues and seenring the reporting period.
Management bases its estimates and assumptioristoridal experience and on various other factoas are believed to be reasonable under
the circumstances, the results of which form th&sbfor making judgments about the carrying valfesssets and liabilities that are not
readily apparent from other sources. Actual resukty differ from these estimates under differesuagptions or conditions. In its Form 10-K
for the year ended December 31, 2002, managememifidd a number of accounting policies as critinaunderstanding and evaluating the
Company’s reported financial results.
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OVERVIEW

The Company conducts its business in two primatggeaies, fee-based property and casualty insurapertions and risk-bearing property
and casualty insurance operations, and reportgpésations through five distinct business segméthowing is a summary of the
Company’s reporting segments with indications oethler the included lines of business are risk-bgasr fee-based operations, whether the
included lines of business are ongoing operations nunoff, and the included lines of businessatoevenues for the three and nine months
ended September 30, 2003 and 2002:

Total Revenues for
the Nine Months

Total Revenues for
the Three Months

Operation: Ended September 30, Ended September 30,
Segment Description Type Status 2003 2002 2003 2002
North Carolina nonstanda
Automobile: automobile Both Ongoing $ 3,12:$ 3,506€3% 9,297 % 8,90:
South Carolina nonowners
automobile Risk-bearing  Ongoing 164 211 482 63C
South Carolina nonstandard
automobile Risk-bearing  Ongoing 14 — 15 —
Nashville and South Carolir
nonstandard automobi Risk-bearing Runoff 35 (25€) 21C 1,24t
South Carolina Reinsurance
Facility and surviving SCAAIF Fee-basec Runoff 48 211 24¢ 1,073
Premium financing Fee-basec Runoff (2) (68) (4 42
$ 338:% 360¢% 10,24¢$ 11,89
Operations of America’s Flood
Flood: Services, Inc. (AFS Fee-basec Ongoing $ 631 $ 72¢$ 193¢ $ 1,901
National Flood Insurance Progr¢ Fee-basec Runoff 1,021 4,56: 3,74 12,48t¢
$ 165:$% 529:% 5681% 14,38¢
Commercial: Commercial operatior Risk-bearing Ongoing $ 2,231$ 2567$ 7,13¢$ 8,584
Adjusting Operations of Insurance Network
Services Services, Inc. (INS Fee-basec Ongoing $ 1421$ 207t$ 494:$% 6,23¢
Human Dynamics Corporation
All Other: worker¢ compensation progra  Risk-bearing Runoff  $ —$ 958.% — $ 9,58
Managing general agent operati Fee-basec Runoff (6) 727 212 727
All other Risk-bearing Runoff 241 29: 91: 1,357

$ 23t$ 1060:¢ 1,128 $ 11,66(
$ 8921% 2414($% 29,13 $ 52,76!

The Company’s net (loss) income by business segfoetite three and nine months ended Septembe2(83 and 2002 is as follows:

Automobile
Flood
Commercia
Adjusting service:
All other

Net (loss) incomi

Basic (loss) earnings per shi
Diluted (loss) earnings per she

For the three months
ended September 30:

For the nine months
ended September 30:

2003 2002 2003 2002

e $ 128 $ 229 $ 1,33(
1,00¢ 65C 3,757 1,272
(97€) 11¢€ (1,049 1,057
244 47€ 721 1,001
(1,829 40¢ (2,569 662
(1539 $ 1,76¢ $ 637 $ 5,31¢
0.21) $ 0.21 $ 0.0¢ $ 0.6<
(0.21) 0.21 0.0< 0.62
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RESULTS OF OPERATIONS

Nine months ended September 30, 2003 and 2002
Commission and Service Income

Total commission and service income decreased 8240f 55.8%, for the nine months ended Septembe2@3 as compared to the same
period of 2002. The automobile segment accounte@¥®62 of the overall net decrease, primarila assult of the continuing runoff of the
South Carolina Reinsurance Facility (SC Facilityyl ahe South Carolina Associated Auto Insurers PEDAAIP). Commission and service
income earned through the SC Facility and the SGA&hounted to only $239 for the nine months endgde®nber 30, 2003 as compared to
$986 for the same period of 2002. The North Caeotinnstandard automobile line of business (NC Aatgpunted for the remaining $515
decrease in commission and service income of tteraabile segment as a result of a decrease in prasvritten and ceded to the North
Carolina Reinsurance Facility (NC Facility). Premmiwritten and ceded to the NC Facility for theenmonths ended September 30, 2003
amounted to $14,999 as compared to $16,457 fasahre period of 2002. The Company believes thad¢leeease is largely attributable to
increased competition and “suspension of coveragmgiests received from members of the United Statasd forces stationed in North
Carolina as they deployed for military operatiomshie Middle East.

The flood segment reported a decrease in commissidrservice income of $11,810 for the nine moetided September 30, 2003 as
compared to the same period of 2002. Effective Ktyer 15, 2002, The Hartford Financial Services @rdnc. (The Hartford) acquired the
right to renew or assume all of the Company’s ircédflood business written through the NationaldEléensurance Program (NFIP). The
underlying sales agreement, as approved by ther&deimergency Management Administration, providedTthe Hartford to administer and
report the Company’s business to the NFIP ovetrtresition period that ended September 30, 2003 Fesult of this transaction, premiums
written through the NFIP and the related commissind service income decreased $37,115 and $1I@sfikctively, for the nine months
ended September 30, 2003 as compared to the sainé p£2002. Furthermore, in June 2003 and Ma@b22he Company received
marketing bonuses from the NFIP of $699 and $6d$pectively, as a result of previous premium groaviti retention of its NFIP book of
business. The Company will not receive any markdbionuses or other material commission and sema®ane from the NFIP in the future.
Therefore, the only continuing source of commissiad service income for the flood segment is them@anys subsidiary, AFS, which offe
flood zone determinations and flood zone mappimgices to customers located throughout the UnitiateS.

The commercial segment reported a decrease in cgsioniand service income of $257 for the nine moptided September 30, 2003 as
compared to the same period of 2002. The decregw@mnarily attributable to NC Facility businesstlovhile the Company’s South Carolina
domiciled insurance subsidiaries were under adinaiige supervision of the South Carolina Departheénnsurance (SCDOI) between
August 21, 2002 and May 20, 2003.

The adjusting services segment reported a decireasenmission and service income of $938 for threemonths ended September 30, 2003
as compared to the same period of 2002. In thef@uarter of 2002, the Company undertook a proifitg and viability analysis of each of
INS’ service lines. As a result, INS has discongidicertain of its service lines and eliminatedrtiated expenses. INS’ continuing operations
are now substantially comprised of performance oitdeClaims Administration Services Agreement w@ihalSure Insurance Corporation,
which produced commission and service income df3for the nine months ended September 30, 2008rapared to $3,340 for the same
period of 2002.

The remaining decrease of $522 in commission andcgeincome for the nine months ended Septembe?@IB as compared to the same
period of 2002 is attributable to the all otherrsegt. Effective July 1, 2002, one of the ComparsyiBsidiaries, Seibels, Bruce & Company
(SBC), entered into an agreement with a Floridaidibea insurance company to serve as managing geagent for that company’s low-
value dwelling homeowners’ insurance program indtage of Florida until such time as that prograaswnoff or rolled to the insurance
operations of another carrier beginning in the fipgarter of 2003. Commission and service inconse@ated with this arrangement amour
to $200 for the nine months ended September 3B a8@ompared to $722 for the same period of 2002.

Premiums Earned
Net premiums earned decreased $9,283, or 44.8%hdarine months ended September 30, 2003 as cethftathe same period
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2002. The all other segment accounted for $9,5%Reotlecrease, primarily as a result of the acéogi@nd reporting of the HDC workers’
compensation program. The program was originatigrided to be a fronted program, administered by WX minimal underwriting risk to
the Company due to the anticipated placement ofipheilayers of reinsurance coverage. The Compaahyaot obtain the approval of the
SCDOI prior to issuing the master policies and sghently canceled them during the first quarte2@@2. The cancellation of these policies
is the subject of ongoing litigation and mediati@m July 9, 2002, an Arizona Superior Court Judded that the policies were in effect from
January 1, 2002 through December 31, 2002. The @oyngid not receive sufficient information to eratie recording of estimated
premiums earned under this fronting program uhélthird quarter of 2002, at which time it recorgieemiums earned of $9,563 representing
estimated premiums earned from January 1 througte8der 30, 2002. There were no premiums earneeruihd HDC workers’
compensation program during 2003.

The commercial segment reported a decrease in pnesreéarned of $718 for the nine months ended Séeted®, 2003 as compared to the
same period of 2002. The decrease is primariljbatable to business lost while the Company’s S@alolina domiciled insurance
subsidiaries were under administrative supervisioihe SCDOI between August 21, 2002 and May 20328Vhile the administrative
supervision initially prohibited these insuranceésidiaries from writing new or renewal risk-bearimgsiness, the Company has gradually
been able to restore the pre-administrative supierviwriting authority of its commercial lines opéons.

The automobile segment accounted for an increa$é,005 in premiums earned, mostly as a resuli@eases reported by NC Auto. From
December 31, 1999 until July 1, 2002, the retaingklNC Auto business was subject to a 75% quadsesteinsurance agreement. Effective
July 1, 2002, the 75% quota share reinsurance mgeenvas replaced with a 60% quota share reinseragieement, and effective July 1,
2003, the 60% quota share reinsurance agreememneplased with a 40% quota share reinsurance agmeRetaining more premium under
the new quota share reinsurance agreements had@b%$avorable impact on premiums earned for the months ended September 30, 2
as compared to the same period of 2002, net dfhipact of a reduction in direct written premiumsvixeen reporting periods as a result of
increased competition and “suspension of coveregmests related to the retained-risk NC Auto lessnPartially offsetting this increase in
premiums earned was a $139 decrease related tmttoevners automobile program as a result of the g2oyis South Carolina domiciled
insurance subsidiaries being placed under admaiistr supervision of the SCDOI between August 202and May 20, 2003.

Net Investment |ncome

Net investment income decreased $353, or 20.8%hénine months ended September 30, 2003 as cethfiathe same period of 2002, ¢
result of the decrease in the general level of etarkerest rates between reporting periods. Fonthe months ended September 30, 2003,
the Company’s investment portfolio yielded an atized weighted-average return of 3.7%, a deteriondrom the 5.3% annualized
weighted-average return for the same period of 280thewhat compounding the impact of the lowerayereturn was the decrease in the
portfolio of income producing investments. Totabtisecurities and cash and short-term investmestiedsed $1,822 between December 31,
2002 and September 30, 2003.

Net Realized Gain

Realized gains for the nine months ended SepteBhet003 amounted to $105 and primarily resultechfthe second quarter sale of debt
securities that were due to mature in August 2008. realized gain of $2,480 for the same perio208R2 is substantially the result of the sale
of the Company’s previously nonmarketable investnrerequity securities of ISO back to ISO for $27Jdnd the gain of $294 on the
settlement of one of the key man life insurancécped maintained on certain of its former directorofficers.

Gain on Sale of NFIP Renewal Rights

As discussed above, in November 2002, the Compaldytise renewal rights to its NFIP business to Haetford for $3,800. Provisions of t
underlying sales agreement provide that The Hatthaiminister and report the Company’s businesised\Nt-IP over the transition period that
ended September 30, 2003. As a result of the Cog'aantinuing involvement with the book of busieahuring the transition period, the
gain on the transaction of $3,499 (purchase pri&3@00 less expenses of sale of $301) was defamd was recognized as income evenly
over the transition period.

Equity in (Loss) Earnings of Unconsolidated Affiliates

The Company'’s equity in earnings of its unconsaédaaffiliate was $167 for the nine months endegt&aber 30, 2003
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and relates to its investment in Sunshine StatdiHglCorporation. For the same period of 2002 Gbenpany’s equity in the loss of its
unconsolidated affiliates was $205 and relatetstmizestments in Sunshine State Holding Corponadiod QualSure Holding Corporation.
Effective October 3, 2002, the Company'’s total osgh® interest in QualSure Holding Corporation wedeemed by QualSure Holding
Corporation.

Other Income

Other income decreased $351, or 22.3%, for themimeths ended September 30, 2003 as compared $arfe period of 2002. The decrease
is substantially attributable to the aforementiodestontinuation of INS’ service lines. Other inaonelated to the discontinued service lines
was $415 for the nine months ended September 83, 29 compared to $767 for the same period of 2B@Rided in other income for both
the nine months ended September 30, 2003 andribemonths ended September 30, 2002 is $473 of meddain resulting from the sale of
the Company’s corporate headquarters to its pratapareholder in December 2000. Amortization &f tieferred gain will continue through
December 31, 2003, at which time it will be fulljartized.

Losses and Loss Adjustment Expenses

The following table sets forth the Company’s ressrfor unpaid losses and LAE as of September 318 28d December 31, 2002, as well as
a summary of the losses and LAE incurred for tine mnonths ended September 30, 2003 and 2002, byes¢g

Reserves for Unpaid Net Losses and LAE Incurred: Net Losses and LAE Incurred:
Losses and LAE, Net: Period Ended September 30, 200 Period Ended September 30, 200
Current Prior Current Prior
September 30, December 31, Accident Accident Accident Accident
2003 2002 Year Years Total Year Years Total
Automobile $ 3,00: $ 439: $ 3271 $ (506) $ 2,768 $ 295¢ $ (514 $ 2,44:
Commercial 3,557 2,56: 3,29¢ 46€ 3,76( 3,48¢ 38¢ 3,867
All other 16,54, 15,96¢ 20 2,592 2,61z 8,431 424 8,85¢
Total $ 23,10¢ $ 2292: $ 6,58E $ 255: $ 9,137 $ 14.87. $ 292 $ 15,16¢

The reserves for unpaid losses and LAE are detexdnising case-basis evaluations and statisticggifons based on facts and
circumstances currently known. An increase in ayerseverity of claims may be caused by a numb&xabdrs that vary with the individual
type of policy written. Future average severitpiisjected based on historical trends as adjustechfanges in underwriting standards, policy
provisions, and general economic trends. Theseipated trends are monitored based on actual dewelnts and are modified as necessary.
The liabilities determined under these procedureseduced by estimated amounts recoverable fren€tmpany’s reinsurers and an
estimated amount to be received through salvagsaimwgation. Management believes the Company&ves are adequate. However,
establishing reserves is an estimation processhendltimate liability should be expected to bextess of or less than the amount recorded.
Any such changes in the estimated loss reservagemeded in the year so determined. For exampighe nine months ended September 30,
2003 and 2002, the Company incurred $2,552 and,$29Bectively, related to development of lossearired prior to January 1, 2003 and
2002, respectively. The Company’s consulting agtu@nders an opinion on the adequacy of its reabrdserves for unpaid losses and LAE
as of December 31 of each year. As of Decembe2@®12, the Company’s recorded reserves for unpagbmand LAE were within 1.4% of
the consulting actuary’s best estimate.

Total losses and LAE decreased $6,027, or 39.7f4hé&nine months ended September 30, 2003 as cethfiathe same period of 2002. For
the nine months ended September 30, 2003, the Gongoatinued to experience development in its riianironmental and general

liability business originally written in the 1980&nd early 1990’s (reported through the all otlegmsent). Specifically, the trend of new
claims features associated with this businessiatidhat the Company was liable for damages cortrin January and February 2003. The
LAE incurred in connection with defending the Comypaesulted in substantial adverse developmenhdutie reporting period. In addition,
in September 2003, the Company, in conjunction watlconsulting attorneys, completed discovery eisged with a claim originally reported
in December 2002, resulting in a conclusion thaicgdimits will be paid on the claim for each dfe three years of coverage (1982-1984).
The combination of this significant claim and therieasing trend of new claims features resultexpproximately $1,789 of adverse reserve
development for the quarter ended September 3@ 208 approximately $2,592 of adverse reserve dpwent for the nine months ended
September 30, 2003. Following is a summary of #ygtielated
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to the Company’s environmental, pollution and taxid claims for the nine months ended SeptembgefB03 and the year ending
December 31, 2002:

2003 2002
Pending, beginning of peric 30 38
New claims advised for the perii 9 7
Claims settled during the peri 3 (15)
Pending, end of peric 36 30

The claims involve four Superfund sites, elevereasts or toxic claims, seven underground storagestand fourteen industrial waste clean-
up sites at September 30, 2003.

The commercial segment reported a decrease inslesgELAE of $107 for the nine months ended Sepéer@d, 2003, as compared to the
same period of 2002, and a net loss and LAE rdt&D@®% for the nine months ended September 30 28G¢ompared to 55.5% for the same
period of 2002. The deterioration in the loss aAdELratio primarily relates to an increase betwesporting periods in the severity of claims
related to prior accident years, resulting in degelent of prior year reserves totaling $466 forrthie months ended September 30, 2003. Of
this total development of prior year reservesnaglsi claim accounted for approximately $350.

The automobile segment reported an increase irdcamsd LAE of $323 for the nine months ended Selpterd0, 2003, as compared to the
same period of 2002, primarily from the continuM@ Auto operations as a result of the aforementarienges in its quota share
reinsurance agreements. The increase in retaissddand LAE as a result of those changes wasyarfiget by a significant improvement
the NC Auto loss ratio for the nine months endept&aber 30, 2003 (51.2%), as compared to the sanedpof 2002 (61.6%). The
improvement in the loss and LAE ratio is attribléato an overall decrease in the frequency of neefported claims between periods, despite
the influx of claims related to the severe weathgrerienced in North Carolina throughout the mafthlay 2003, as well as the
implementation of a direct repair program and sigffrom the use of staff appraisers to indepersigttirricane Isabel, which made landfall
in September 2003, did not have a material impac¢he net losses and LAE of NC Auto.

Policy Acquisition Costs

Policy acquisition costs decreased $11,293, or96Qf@r the nine months ended September 30, 20@8rapared to the same period of 2002.
Fluctuations in policy acquisition costs are dikgcbrrelated to fluctuations in, and the relatiaix of, segmental direct written premium.
Policy acquisition costs as a percentage of dikeitten premium was consistent between reportingpgs, amounting to 21.4% and 21.0%

for the nine months ended September 30, 2003 ad@, 28spectively. Total direct written premiums fiee nine months ended September 30,
2003 amounted to $34,085, as compared to the $B&fien for the same period of 2002. The primagsons for the decrease are business
lost as a result of the administrative supervigibthe SCDOI and the November 2002 sale of the Gay's renewal rights to its NFIP
business to The Hartford.

Other Operating Costs and Expenses
Other operating costs and expenses decreased $r6l72. 2% for the nine months ended Septembe2@I8 as compared to the same period

of 2002. In addition to the wide array of genepgdense reductions that would normally be associaittda decreasing revenue base there
were certain other noteworthy fluctuations:

¢ The Company experienced reductions in force betwl®mnine months ended September 30, 2003 andrteemonths ended
September 30, 2002 that led to consolidated salagybenefit expense savings of $1,547.

*  The adjusting services segment experienced signifieductions in revenue for the nine months e®gatember 30, 2003 as compared
to the same period of 2002 (sBther Income ). Associated with this decrease in revenues amegponding reductions in a variety of
other operating costs and expenses. Most notabliyng adjusting expenses incurred decreased $19&bp periods.

¢  On March 28, 2002, the Company repaid all amouatstanding on its credit facility. As a result,dargst expense decreased $154 fo
nine months ended September 30, 2003 as compatiee same period of 2002.
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* In addition to various lawsuits generally arisinglie normal course of their insurance and angilbarsinesses, the Company or its
subsidiaries were party to two significant lawsditsing the nine months ended September 30, 2002@®2. This litigation was
described in the Company’s December 31, 2002 F@4id.1During the nine months ended September 303 280compared to the same
period of 2002, there was a significant decreaseiivity related to each case. As a result, then@any incurred $198 less in legal and
other professional fees between the reporting gerio

* In accordance with the provisions of SFAS No. I@yodwill and Other Intangible Assets”, the Compasyequired to perform annual
tests of impairment on its goodwill, or more freqthe if there are material changes in the Companpsrations or environment. During
the third quarter of 2003, the Company recordedagill impairment charge of $700 related to it91%urchase of The Innovative
Company as a result of a trend of decreased premilume that led to lower than expected revenuesh dows and net income through
September 30, 2003.

* The Company experienced a $142 increase in theo€dstcorporate insurance package (primarily awes and officers and errors and
omissions coverage) for the nine months ended Bdyate30, 2003 as compared to the same period &.200

Three months ended September 30, 2003 and 2002
Commission and Service Income

Total commission and service income decreased 66¢(235.2%, for the three months ended Septenhe2@®3 as compared to the same
period of 2002. The automobile segment accounte$#Z80 of the overall net decrease, primarily assalt of the aforementioned runoff of
the SC Facility and the SCAAIP and the decreaggémiums written and ceded to the NC Facility by Al@o. Commission and service
income earned through the SC Facility and the SGA#&hounted to only $46 for the three months enégdeBnber 30, 2003 as compared to
$190 for the same period of 2002. Premiums writted ceded to the NC Facility for the three montided September 30, 2003 amounted to
$4,689 as compared to $5,092 for the same peri@@@2, resulting in a reduction of commission aevise income of $136.

The flood segment reported a decrease in commissidrservice income of $4,658 for the three moatited September 30, 2003 as
compared to the same period of 2002, primarily eesalt of the Company’s November 15, 2002 tramsacetith The Hartford. As a result of
this transaction, premiums written through the N&i#@ the related commission and service incomeedsed $14,228 and $4,574,
respectively, for the three months ended Septe®be2003 as compared to the same period of 2002rdthaining $84 decrease in
commission and service income reported by the feEgment is attributable to the operations of ARG ia believed to be attributable to
fluctuations in mortgage lending activity betweeparting periods as a result of changes in thergélevel of mortgage interest rates.

The adjusting services segment reported a decieasenmission and service income of $517 for theghmonths ended September 30, 2003
as compared to the same period of 2002 as a mfshk discontinuation of certain of its serviaeels previously discussed.

Another $733 of the decrease in commission andaeimcome for the three months ended Septembe2(8IB as compared to the same
period of 2002 is attributable to the all otherrsegt and relates entirely to SBC'’s aforementionadaging general agent operation.
Commission and service income associated withoiésation amounted to $(6) for the three month&ér@kptember 30, 2003 as compared
to $727 for the same period of 2002.

Premiums Earned

Net premiums earned decreased $9,891, or 72.3%hddhree months ended September 30, 2003 as cedmethe same period of 20(
The all other segment accounted for $9,576 of #eeahse, primarily as a result of the accountirgraporting of the HDC workers’
compensation program as detailed above.

The commercial segment reported a decrease in pnesrearned of $377 for the three months ended ®épte30, 2003 as compared to the
same period of 2002. The decrease is primariljbatable to business lost while the Company’s S@alolina domiciled insurance
subsidiaries were under administrative supervisioihe SCDOI between August 21, 2002 and May 20320
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Net Investment |ncome

Net investment income decreased $171, or 30.1%héthree months ended September 30, 2003 as cednjmethe same period of 2002,

a result of the decrease in the general level oketanterest rates between reporting periods tk®three months ended September 30, 2003,
the Company’s investment portfolio yielded an artized weighted-average return of 3.4%, a deteriondrom the 5.3% annualized
weighted-average return for the same period of 280Ehewhat offsetting the impact of the lower agereeturn was an increase in net
investment income generated from a substantialyelaaverage portfolio of income producing investisaluring the quarter ended
September 30, 2003 of $47,235 as compared to $A20t@he same period of 2002.

Net Realized Gain

Realized gains for the three months ended SepteBih@003 and 2002 amounted to $7 and $13, respfgtand resulted from the sale of
debt securities.

Gain on Sale of NFIP Renewal Rights

As a result of the Company’s continuing involvemetth the book of business during the transitioniquk the gain on the Company’s
transaction with The Hartford was deferred and weasgnized as income evenly over the transitioirodehat ended September 30, 2003.

Equity in (Loss) Earnings of Unconsolidated Affiliates

The Company'’s equity in the loss of its unconsaéidaaffiliate was $17 for the three months endeaut&aber 30, 2003 and relates to its
investment in Sunshine State Holding Corporatian.tRe same period of 2002, the Company’s equithénloss of its unconsolidated
affiliates was $202 and relates to its investmen8unshine State Holding Corporation and Qual$lalkling Corporation.

Other Income

Other income decreased $150, or 29.4%, for thee thmenths ended September 30, 2003 as comparee $ahe period of 2002. The decre
is substantially attributable to the aforementiodestontinuation of INS’ service lines. Other inconelated to the discontinued service lines
decreased $137 for the three months ended Sept&Db2003 as compared to the same period of 200Rided in other income for both the
three months ended September 30, 2003 and therttoeths ended September 30, 2002 is $158 of aradrtjain resulting from the sale of
the Company’s corporate headquarters to its prahapareholder in December 2000. Amortization &f tieferred gain will continue through
December 31, 2003, at which time it will be fullyartized.

Losses and Loss Adjustment Expenses

The following table summarizes the Company’s losses LAE incurred for the three months ended Sepézr@0, 2003 and 2002, by
segment:

2003 2002

Current Prior Current Prior

Accident Accident Accident Accident

Year Years Total Year Years Total

Automobile $ 924 $ (240 $ 684 $ 1,08 $ (83 $ 1,007
Commercial 1,71¢ 51 1,76¢ 1,47¢ (74) 1,40(
All other 6 1,78¢ 1,79¢ 8,421 154 8,57
Total $ 2,64 $ 1,600 $ 4246 $ 10,98 $ (3) $ 10,97¢

Total losses and LAE decreased $6,730, or 61.3fthéothree months ended September 30, 2003 asazethfo the same period of 2002.
The all other segment accounted for $6,780 of thezadl net decrease as a result of the net effemt@factors. First, as a result of the
accounting and reporting of the HDC workers’ corrgagion program (see previous discussion), the Cagnpecorded losses and LAE of
$8,402 for the three months ended September 3@. Z0&re were
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no recorded losses and LAE for the correspondimgpgef 2003. Second, and partially offsetting tleerease in losses and LAE associated
with the accounting and reporting of the HDC woskeompensation program, was an increase of $1,62&ketreporting periods associc
with the Company’s runoff environmental and genéadiility business. As previously discussed, tbebination of the development of a
single claim coupled with an increasing trend ofrdaims features resulted in approximately $1,@88dverse reserve development for the
quarter ended September 30, 2003.

The automobile segment reported a decrease inslesgbLAE of $319 for the three months ended Sepeer30, 2003, as compared to the
same period of 2002. The Company’s NC Auto openateccounted for $237 of the decrease, reportingsaand LAE ratio of 37.3% for the
three months ended September 30, 2003 as comuab&das for the same period of 2002. The improverrethe loss and LAE ratio is
attributable to an overall decrease in the frequafimewly reported claims between periods as a&lhe implementation of a direct repair
program and shifting from the use of staff appraise independents. The remainder of the net dsersaattributable to the Compasyunofi
South Carolina Voluntary and Nashville operationd @s continuing Nonowners program.

The commercial segment reported an increase iedamsd LAE of $369 for the three months ended Sdpee 30, 2003, as compared to the
same period of 2002, and a net loss and LAE rdt80®% for the nine months ended September 308 28Gcompared to 59.9% for the same
period of 2002. The significant deterioration ie fbss and LAE ratio, as well as the increasessds and LAE, primarily relates to
approximately $676 in losses and LAE sustained franricane Isabel.

Poalicy Acquisition Costs

Policy acquisition costs decreased $4,944, or 68f8fthe three months ended September 30, 2008rapared to the same period of 2002.
Fluctuations in policy acquisition costs are dilgcbrrelated to fluctuations in, and the relativex of, segmental direct written premium.
Policy acquisition costs as a percentage of diseitten premium was consistent between reportingpds, amounting to 20.8% and 20.0%
for the three months ended September 30, 2003 @02, 2Zespectively. Total direct written premiums tfee three months ended

September 30, 2003 amounted to $10,776, as compmated $35,933 written for the same period of 200% primary reasons for the
decrease are business lost as a result of the etiriive supervision of the SCDOI and the Novenéi2 sale of the Company’s renewal
rights to its NFIP business to The Hartford.

Other Operating Costs and Expenses

Other operating costs and expenses decreased @287 % for the three months ended September 318 89 compared to the same perio
2002, substantially as a result of reduced saladyleenefits expenses. The September 2001 incetgim@ensation program covering certain
members of management was terminated by the CortgpBogrd of Directors on October 31, 2002. Accoglinthe Company reversed the
entire accrued liability of $526 in September 2@8@®ugh a credit to earnings. A further reductiorsélary and benefits expenses of $189 for
the three months ended September 30, 2003 as cedhjfmathe same period of 2002 was the result ofipusly discussed reductions in force.
In addition to salary and benefits expenses sawegseen reporting periods, the Company also egpeeid a $98 reduction in legal fees as a
result of the decreased legal activity associatitldl tive HDC litigation between reporting periodsdly, the adjusting services segment
experienced significant reductions in revenue lierthree months ended September 30, 2003 as cartpaiee same period of 2002 (see
Other Income). Associated with this decrease iemeres are corresponding reductions in a varietttadr operating costs and expenses. !
notably, claims adjusting expenses incurred deetkd95 between periods. Partially offsetting threskeictions in other operating costs and
expenses was the $700 increase associated wigefitember 2003 impairment of the Company’s recogbediwill.

COMMITMENTS AND CONTINGENCIES AND OFF-BALANCE SHEET ARRANGEMENTS

On March 28, 2003, the HDC Group filed (i) a MotimnSet and Certificate of Readiness pursuant totwime HDC Group moved that the
action be set for trial and (ii) an Initial Rule.2@isclosure Statement disclosing its legal treand claims, which include breach of
contract, breach of the duty of good faith and di®ialing, tortious interference with contract/besisrelations and slander, seeking actual and
punitive damages. The HDC Group filed its SecondeAded Complaint against the Company on May 28, 208&h included the above
claims. The Company filed its Answer on June 1®30vhich included counterclaims. The HDC Groupsaguently moved to dismiss the
Company'’s claims and a hearing on HDC’s Motion teniss took place on September 12, 2003. The Ggsued its Ruling on the matter on
October 23, 2003, whereby the Court granted the D&Ip’s motion, thus dismissing Seibels’ claimeTltimate outcome of the litigation
surrounding the HDC Group’s Second Amended Comptainnot be reasonably determined at this
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time.
Estimated reserves for losses and LAE for clairssray under the HDC Program have been establisigdeoCompany net of the

deductible that HDC is required to pay under oafe¢he Court. The Company has a potentiallEfance sheet credit risk associated with
deductibles if the Company were required to fureldaductibles in the event that HDC cannot pay#uictible.

The Court has ordered HDC to retain an indepenaemiry to estimate the HDC program unpaid lossedd AE, subject to the deductible,
and has ordered HDC to deposit funds in an equitalmount in accounts collateralizing HDC's liatiés under the deductible program. The
actuary retained by HDC has issued a report estigmétDC’s remaining liability for such deductiblesbe $4,300. HDC has deposited funds
totaling $4,300 into a Court-restricted commerctatcking account ($3,000 on January 29, 2003 ar8081n February 21, 2003). At
September 30, 2003, approximately $2,400 of thgireal $4,300 remained on deposit as a result afslgpayments under the program.
Pursuant to court order, the Company has retainedtary to review the work of the actuary retdibg HDC. The actuary retained by the
Company has raised questions regarding aspedte ofi¢thodology used by the actuary retained by HI@.Company is yet to receive a
response to those questions. The Company, in datisal with its consulting actuary, has estimateat HDC's ultimate remaining liability

for such deductibles as of September 30, 2003 raasbmuch as $5,800 higher than the $2,400 rengaimithe Court-restricted commercial
checking account. The Company has filed a Motio8hiow Cause in an effort to compel HDC to incrahsefunds available in the
commercial checking account. Depositions of eachigsga actuary occurred on August 5 and 6, 2003ahdaring on this motion was
scheduled for September 12, 2003. However, thet@mstponed a hearing on this motion until Novenitir2003, and then again until
January 12, 2004.

LIQUIDITY AND CAPITAL RESOURCES

The Company is a legal entity separate and disfioot its subsidiaries. As a holding company, thenpry sources of cash needed to meet its
obligations are dividends and other permitted paysjancluding management fees, from its subsielsagind affiliates. The Company’s
insurance subsidiaries are regulated as to thgimeat of dividends by their respective state of aileis insurance laws.

Liquidity relates to the Company'’s ability to pradusufficient cash to fulfill its cash obligationis.developing its investment strategy, the
Company determines a level of cash and short-temesiments which, when combined with expected iash is expected to be adequate to
meet expected cash obligations.

The Companys principal sources of liquidity during 2003 inctuthe collection of commission and service feeduiting substantial amour
received from the NC Facility and QualSure Insuea@orporation; premium collections on insurancecpes issued; collections of balances
due from its reinsurers; and the collection ofingestment income and proceeds received from fleeosanaturity of investments. In addition
to payments for its routine and recurring operagrgenses, the Company'’s principal cash obligatiocisde the payment of liabilities to its
policyholders for unpaid losses, LAE and unearmegniums, the payment of dividends on its Adjustabdge Cumulative Nonvoting
Preferred Special Stock, and the future lease patgnmder its various operating leases.

The Company’s cash outflows can vary greatly bezafishe uncertainties regarding settlement datebahbilities for unpaid losses and LAE
and because of the potential for large losses. widegly, the Company maintains investment and reiasce programs generally intended to
avoid the forced sale of investments to meet claibiigations (see Item 3. Quantitative and QualitaDisclosures About Market Risk).

While the Company’s total debt securities are cxiesi as of September 30, 2003 and December 32, #ire was significant trading
activity during the nine month period primarily asesult of replacing approximately $3,600 in miagisecurities that were held on deposit
by various regulatory authorities. Because theletgry authorities require receipt of replacemetiusities prior to the maturity of existing
securities held on deposit, the Company experieaoddcrease in securities held on deposit of #Etween December 31, 2002 and
June 30, 2003. During the three months ended Séeied®, 2003, the regulatory authorities releakedaturing securities and they were
redeemed, thereby reducing the value of secutigd on deposit, as well as the balance of the Goiyip total debt securities, to levels
consistent with December 31, 2002. Furthermore, @sult of the significant net long-term investagjivities during the nine months
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PART I. - FINANCIAL INFORMATION
ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK.
(Dollars shown in thousands except per share amousit

ended September 30, 2003, the average maturibea€dompany’s bond portfolio increased from 2.14ryed December 31, 2002 to 2.55
years at September 30, 2003. The credit qualith@Compan’s bond portfolio averaged “AAA” at September 3003 and December 31,
2002.

For the nine months ended September 30, 2003, dhg&ny’s cash and short-term investments decre&is@d?2 as a result of $2,326 in net
cash used for operations and $326 in cash useaytdipidends and finance the Company’s stock tepdmyram, partially offset by $940 in
net cash provided by investing activities. The Canyis current investment objectives include maiitaj a relatively low average maturity
to provide liquidity for operations, if needed,vasll as to position the portfolio for longer ternvesting when investment yields begin to
improve.

Between December 31, 2002 and September 30, 260&dmpany reported a substantial decrease inéarned premium reserves and its
prepaid reinsurance premiums of $20,596 and $21/88pectively. These offsetting decreases ardaniialy attributable to the reduction
premiums written and ceded to the NFIP that redifhem the sale of the Company’s renewal rightshtd business to The Hartford effective
November 15, 200:

Between December 31, 2002 and September 30, 2098 dmpany reported a substantial decrease ithiés babilities and deferred items of
$3,750. The primary reason for the decrease iarh@tization of the $3,149 deferred gain on sald®lP renewal rights to The Hartford that
existed at December 31, 2002. The deferred gainfuligsamortized at September 30, 2003.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK.

A substantial portion of the Company’s cash an@é&tments is comprised of investments in marketgasitive debt securities. The
amortized costs and estimated fair values of thesdet-rate sensitive investments as of Septenthe2®3 and December 31, 2002 are
included in Note 2 of the unaudited Notes to Codstéd Financial Statements. The market valuesexd investments can fluctuate greatly
according to changes in the general level of marketest rates. For example, a one percentagé ipcirease (decrease) in the general level
of market interest rates would (decrease) increséotal estimated fair value of the Compangébt securities by approximately $(1,067)
$968, respectively, as of September 30, 2003slimitestment strategy, the Company attempts tomtatcaverage duration of its investment
portfolio with the approximate duration of its liities. All debt securities are considered avdidfor sale and are carried at fair value as of
September 30, 2003 and December 31, 2002. The teeigiverage maturity of the fixed income investraers of September 30, 2003 and
December 31, 2002 was approximately 2.55 and Zhdsy respectively.

The Company pays dividends on its Adjustable Ram@ative Nonvoting Preferred Special Stock atta od 3.5% plus LIBOR (amounting
to 4.7% at September 30, 2003 and 4.9% at Dece®ih&002).

ITEM 4. CONTROLS AND PROCEDURES.

Based on the evaluation required by 17 C.F.R. Ge@#0.13a-15(b) or 240.15d-15(b) of the Compadisslosure controls and procedures
(as defined in 17 C.F.R. Sections 240.13a-15(e4@d15d-15(e)), the Company'’s chief executiveceffiand treasurer and controller
(principal accounting officer) concluded that tlifeetiveness of such controls and procedures, #seoénd of the period covered by this
quarterly report, was adequate.

No disclosure is required under 17 C.F.R. Sect2®308(c).
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PART Il. - OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS.

(@ On March 28, 2003, the HDC Group filed (i) a MotimnSet and Certificate of Readiness pursuant iciwine HDC Group moved that
the action be set for trial and (ii) an Initial RW#6.1 Disclosure Statement disclosing its legabties and claims, which include breach of
contract, breach of the duty of good faith and di&ialing, tortious interference with contract/besis relations and slander, seeking actual
and punitive damages. The HDC Group filed its Sdodmended Complaint against the Company on May@83, which included the
above claims. The Company filed its Answer on JUse2003, which included counterclaims. The HDCupreubsequently moved to
dismiss the Company’s claims and a hearing on HIM@Eon to Dismiss took place on September 12, 200@ Court issued its Ruling
on the matter on October 23, 2003, whereby the t@Gpanted the HDC Group’s motion, thus dismissiei8ls’ claims. The ultimate
outcome of the litigation surrounding the HDC Graupecond Amended Complaint cannot be reasonalidyrded at this time.

(b) In February 2002, litigation was initiated in thésict Court of Shelby County, Texas, in a lawstitled Mary Masterson, individually
and on behalf of all others similarly situated, America’s Flood Services, Inc., et al. The litigatinvolves both the Company and its
wholly-owned subsidiary, AFS. The pleadings alldtg a putative class of persons in Texas recdaesimile advertisements in
violation of the federal Telephone Consumer PrataciAct (TCPA). The named plaintiff filed an unomgeal preliminary application for
approval of the settlement and a settlement clelsish was approved by the court in June 2003. Thet@pproved the final settlement
and settlement class at a final fairness hearin§eptember 12, 2003. The lawsuit was dismissed th@oparties’ motion after the
settlement fund was fully funded. The final resmntof the litigation did not have a material impan the Company’s financial
statements.

(c) The Company and its subsidiaries are parties towsiother lawsuits generally arising in the norgwlrse of their insurance and
ancillary businesses. The Company does not betfatehe eventual outcome of such suits will haveagerial effect on the financial
condition or results of operations of the Company.

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K.

(&) List of exhibits

3.1 Restated Articles of Incorporation of the Registrais amended, dated February 12, 1999, incormbheteein by reference to the
Annual Report on Form 10-K, Exhibit 3.1, for theayended December 31, 1998. Articles of Amendneetti¢ Restated Articles
of Incorporation, dated July 2, 20(

3.2 By-laws of the Registrant, as amended and restatéest déay 10, 200C

31.1 Certification of Chief ExeargiOfficer pursuant to Section 302 of the Sarb— Oxley Act of 2002
31.2 Certification of Principal Ammnting Officer pursuant to Section 302 of the @ads— Oxley Act of 2002
32 Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarl-Oxley Act of 2002

(b) Reports on Form-K:

Form 8K filed pursuant to Item 7 thereof with the Sedestand Exchange Commission on August 18, 2003waruiing earnings for tt
second quarter of 200
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SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned, thereunto duly authorized.

THE SEIBELS BRUCE GROUP, INC.

(Registrant’
Date: November 14, 2003 By /s/ CHARLES H. POWER!
Charles H. Powers
Chief Executive Officer
Date: November 14, 2003 By /s/ BRYAN D. RIVERS

Bryan D. Rivers, CPA
Treasurer and Controller (Principal Accounting Officer)
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Exhibit 3.1
Filed with Secretary
of State July 2, 200

STATE OF SOUTH CAROLINA
SECRETARY OF STATE

ARTICLES OF AMENDMENT
TO THE RESTATED ARTICLES OF INCORPORATION OF

THE SEIBELS BRUCE GROUP, INC.

TO THE SECRETARY OF STATE OF SOUTH CAROLINA:

The undersigned corporation, amending its Restatides of Incorporation submits for filing theseticles of Amendment setting
forth the following as required under Section 3268 and pursuant to Section 33-10-106 of the Cédaws of South Carolina Annotated:

(1) The name of the corporation is The Seibels Brua@rinc. (the “Corporation”).

(2) The text of the amendment (the “Amendment”) isgplace Exhibit 3 to the Addendum of Section 5(bjhef Restated
Articles of Incorporation of the Corporation withet following:

EXHIBIT 3

CERTIFICATE OF DESIGNATIONS

ADJUSTABLE RATE CUMULATIVE NONVOTING PREFERRED SPHEL STOCK

SUBPART 1

DESIGNATION AND RANK

1.1 Designation A single series of Special Stock designated tiatlible Rate Cumulative Nonvoting Preferred
Special Stock” (hereinafter called the “Preferrédc®”) is hereby authorized. The number of authedishares constituting the Preferred
Stock is 800,000. Shares of the Preferred Stoak kb issued at a stated value of $10.00 per gtizee'Stated Value”).

1.2 Rank. With respect to the payment of the dividends atheér distributions with respect to the capitakc&tof the
Corporation, including the distribution of the assaf the Corporation upon liquidation, dissolutmmwinding up, the Preferred Stock shall be
pari passu with the Corporation’s issued and thestanding Cumulative Convertible Redeemable Ndngdbpecial Preferred Stock and the
Corporation’s issued and then-outstanding $0.625@ative Convertible Redeemable Nonvoting Spediafd?red Stock and shall not be
junior to any other series or class of stock of@lweporation



SUBPART 2

DIVIDEND RIGHTS

2.1 Dividend Rate Holders of Preferred Stock will be entitled éxeive, when and as declared by the Board of
Directors of the Corporation out of assets of tleepGration legally available therefor, cumulatiask dividends at the rate per share equal to
the Applicable Rate (as hereinafter defined) frametto time in effect, for each Dividend Period Keseinafter defined) multiplied by the
Stated Value. The annual rate at which such dinddeshall accrue is hereinafter referred to asiinedend Rate.”




The “Applicable Rate” for any Dividend Period whle equal to the Effective Rate (as hereinaftemeelfi plus 3.5%.
The “Effective Rate’shall mean the interest rate per annum equal tawbege (rounded upward to the next higher 1/Xdhefpercent) of tt
offered rates for deposits in United States dollars period equal to the Dividend Period whiclpegrs on the Reuters Screen Libor Page at
approximately 11:00 A.M. (London time) two (2) Basss Days (as hereinafter defined) prior to thénmégg of such Dividend Period. Int
event that such rate does not appear, “Applicable’Rshall mean the rate per annum determineddBdard of Directors to be the rate (or
average of rates, if applicable) (rounded upwartthéonext higher 1/16 of one percent) for depasitdnited States dollars for a period equal
to such Dividend Period which appears on the TadeBareen or other comparable service at approglgnafi:00 A.M. (London time) (or as
soon thereafter as practicable), two (2) Businesgsprior to the first day of such Dividend Period.

The “Initial Dividend Period” shall commence on ftii@te of issuance of the Preferred Stock to anlddiregy June 30,
2002. Each subsequent quarterly dividend periecktifter (the Initial Dividend Period and each tgerdy dividend period being hereinafter
individually referred to as a “Dividend Period” acdllectively referred to as “Dividend Periods™jadlhbe in four equal amounts per annum
and shall commence on January 1, April 1, Julyd @otober 1 in each year (each, a “Dividend Pe@lothmencement Date”), commencing
July 1, 2002, and shall end on and include thergey preceding the next Dividend Period Commencermate.

The Applicable Rate with respect to each Dividerdd?l will be calculated as promptly as practicdiyehe
Corporation according to the method described alodewill cause notice of such dividend rate tebelosed with the dividend payment
checks next mailed to the holders of the Prefedtedk.

2.2 Accrual and Payment Dividends on each share of Preferred Stock sleatlumulative and except as otherwise
provided herein, dividends on the Preferred Stbahtl e payable, when and as declared by the BafaBirectors or a committee thereof, on
March 31, June 30, September 30 and December 3if $och day is not a Business Day (as hereindiéned), on the next Business Day
thereafter) of each year, commencing on June 32 28ach such date being hereinafter referred o“Bsvidend Payment Date”), to holders
of record as they appear on the books of the Catjoor on such record date, not preceding the date which the resolution fixing the reci
date is adopted and not exceeding 60 days prectdtinglevant Dividend Payment Date, as may bemated by the Board of Directors or a
duly authorized committee thereof. If declaredjainds shall be paid in cash on each Dividend Rayiate with respect to the quarterly
period ending on such Dividend Payment Date. Eoetttent not declared and paid, dividends shallimotate. The amount of dividends
payable for the initial dividend period or any pekishorter or longer than a full dividend periodlsbe calculated on the basis of a 360-day
year of twelve 3-day months. Accrued dividends not paid on a Ghadl Payment Date may be declared and paid at mey without
reference to any regular Dividend Payment Datbptders of record on such record date, not pregetti@ date upon which the resolution
fixing the record date is adopted and not exceeéiihdays preceding the payment date thereof, asmdixed by the Board of Directors or a
duly authorized committee thereof. “Business Dslydll mean any day excluding Saturday, Sunday apdlay on which the Fedwire funds
transfer system of the Federal Reserve Banks iavailable for the transfer of funds.

2.3 Dividends or Distributions to Junior StockSo long as any shares of Preferred Stock astamding, no dividend or
distribution shall be declared or paid or set agidgayment on the common stock of the Corporatioan any other stock of the Corporation
ranking junior to the Preferred Stock as to dividigrunless, full cumulative dividends on all outstiag shares of the Preferred Stock shall
have been declared and paid through and incluti@grtost recent Dividend Payment Date.

SUBPART 3

LIQUIDATION RIGHTS

3.1 Preferences of Preferred Stock on Windigg of the Corporation In the event of any voluntary or involuntary
liquidation, dissolution, winding up of affairs tife Corporation or other similar event, before disgribution is made upon any class of stock
of the Corporation ranking junior to the Prefer&tdck, the holders of shares of Preferred Stock bbantitled to be paid, out of the asset
the Corporation available for distribution to iteaseholders, an amount per share equal to thedStatlee, plus an amount equal to all acci
and unpaid dividends (such amounts, together,ltlgpiidation Value”). Neither the consolidation noerger of the Corporation with or into
any other corporation or corporations, nor the salease of all or substantially all of the assdtthe Corporation, shall itself be deemed t
a liquidation, dissolution or winding-up of the aifs of the Corporation within the meaning of afiyh@ provisions of this Subpart 3.

3.2 Pro Rata Distribution If, upon distribution of the Corporation’s ass#t liquidation, dissolution, winding-up or other
similar event, the net assets of the Corporatidretdistributed among the holders of shares ofeifed Stock and any other class or series of
stock of the Corporation ranking on a parity whie Preferred Stock as to distributions upon ligtiicheare insufficient to permit payment in
full to such holders of the preferential amounivtuch they are entitled, then the entire net assktise Corporation shall be distributed am
the holders of shares of Preferred Stock and stiadr alass or series of stock ratably in
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proportion to the full amounts to which they wouoltherwise be respectively entitled and such digtidms may be made in cash or in prop
taken at its fair value (as determined in goochfhif the Board of Directors), or both, at the etecof the Board of Directors.

3.3 Priority . All of the preferential amounts to be paid te tiolders of the Preferred Stock and the holdeempfother
class or series of stock of the Corporation ranking parity with the Preferred Stock as to distitns upon liquidation shall be paid or set
apart for payment before the payment or settingtdpapayment of any amount for, or the distriloutiof any assets of the Corporation to, the
holders of the common stock of the Corporation amygl other class or series of stock of the Corpaomnatihich is junior to the Preferred Stock
as to distributions upon liquidation.

SUBPART 4

VOTING RIGHTS

4.1 General The holders of shares of Preferred Stock slaalemo voting rights except as required by lawe fblders
of Preferred Stock shall be entitled to notice f eneeting of the stockholders of the Corporation.

SUBPART 5

MISCELLANEOUS

The headings of the various Subparts hereof arediovenience of reference only and shall not atfeetinterpretation of
any of the provisions hereof.

(3) This Amendment was adopted by the Board of Diragteithout action by the shareholders of the Cafion, on March 28,
2002.

(4) This Amendment was duly adopted by the Board oé@ors in accordance with Section 33-6-102 of thdeCof Laws of
South Carolina which pursuant to the Corporatidtestated Articles of Incorporation, does not regghareholder action.
DULY EXECUTED, delivered and certified, under sdal,duly authorized officers of the Corporationduty 2, 2002.

THE SEIBELS BRUCE GROUP, IN(C

By: /s/ JOHN E. NATILI
Name: John E. Natili
Title:  President and Chief Executive Offic

(Corporate Sea
Attest:

/sl MATTHEW P. MCCLURE
Secretary

Exhibit 3.2
BYLAWS
OF

THE SEIBELS BRUCE GROUP, INC.

A SOUTH CAROLINA CORPORATION

May 10, 2000

ARTICLE 1: OFFICES

Section 1: Registered Office and AgentThe registered office of the corporation shalldh 1501 Lady Street, Columbia,
South Carolina.




Section 2: Other Offices. The corporation may also have offices at subkroplaces both within and without the State of
South Carolina as the board of directors may friome to time determine or the business of the catpmm may require.

ARTICLE 2: SHAREHOLDERS

Section 1: Place of Meetings Meetings of shareholders shall be held at the tnd place, within or without the State of
South Carolina, stated in the notice of the meetinip a waiver of notice.

Section 2: Annual Meeting An annual meeting of the shareholders shalldeé éach year at 11:00 a.m. on the third
Wednesday in May, or such other date and timeaB¢tiard of Directors shall designate and statbeémbtice of the meeting. At the meet
the shareholders shall elect directors and trarssett other business as may properly be brougbtédéfe meeting.

Section 3: Voting List. At least ten days prior to each meeting of thersholders, a complete list of the shareholdetitiest
to vote at the meeting, arranged in alphabeticdpmwith the address of each and the number a@figshares held by each, shall be prepared
by the officer or agent having charge of the stivaksfer books. The list, for a period of ten dpsisr to the meeting, shall be kept on file at
the registered office of the corporation and shalbubject to inspection by any shareholder atiamy during usual business hours. The list
shall also be produced and kept open at the tidgokate of the meeting during the whole time thgrand shall be subject to the inspection
of any shareholder during the whole time of the tinge

Section 4: Special Meetings Special meetings of the shareholders, for amggse or purposes, unless otherwise prescribed
by statute or by the articles of incorporationbgrthese bylaws, may be called by the presideatchiairman of the board of directors, or a
majority of the board of directors. Business teanted at a special meeting shall be confined t@tinposes stated in the notice of the mee

Section 5: Naotice. Written or printed notice stating the place, dayd hour of the meeting and, in case of a spewiting,
the purpose or purposes for which the meetinglisdiashall be delivered not less than ten worldags nor more than fifty days before the
date of the meeting, either personally or by nigilpr at the direction of the chairman, the presidéhe secretary, or the officer or persons
calling the meeting, to each shareholder of reentitled to vote at such meeting. If mailed, snotice shall be deemed delivered when
deposited with postage prepaid in the United Staia addressed to the shareholder at the addps=saring on the stock transfer books of
the corporation. No failure or irregularity of fe# of any regular meeting shall invalidate the samany proceeding thereat.

Section 6: Quorum. The holders of a majority of the shares issuatl@itstanding and entitled to vote thereat, pitasen
person or represented by proxy, shall be requasiteshall constitute a quorum at meetings of sluddehs for the transaction of business
except as otherwise provided by statute, by thelestof incorporation or by these bylaws. If agum is not present or represented at a
meeting of the shareholders, the shareholderdezhtd vote, present in person or represented tyypishall have power to adjourn the
meeting from time to time, without notice otherrirennouncement at the meeting, until a quorumeasemt or represented. At an adjourned
meeting at which a quorum is present or represeatgdbusiness may be transacted which might hega transacted at the meeting as
originally notified.

Section 7: Majority Vote; Withdrawal of Quorum Except in regards to the election of directorsewa quorum is present at
a meeting, the vote of the holders of a majorityhef shares having voting power, present in peosaapresented by proxy, shall




decide any question brought before the meetinggssrithe question is one which, by express provisidhe statutes, the articles of
incorporation, or these bylaws, a higher vote dgined in which case the express provision shalego. Directors shall be elected by
plurality vote of the shareholders. The sharehrsigeesent at a duly constituted meeting may caoatto transact business until adjournment,
despite the withdrawal of enough shareholdersaweddess than a quorum.

Section 8: Method of Voting. Each outstanding share, regardless of clash hantitled to one vote on each matter
submitted to a vote at a meeting of shareholders to the extent that the articles of incorgoratimit or deny the voting rights of the
shares of any class of classes, or to the extanthie board of directors pursuant to the authaatytained in the articles of incorporation, r
designate one or more classes of stock withouhgatghts. At any meeting of the shareholdersryegbareholder having the right to vote
may vote either in person or by proxy. A sharebpliday appoint a proxy to vote or otherwise actiar by signing any appointment form,
either personally or by his attorney-in-fact, whiohy be delivered by some form of electronic trassion appearing to have been
transmitted or authorized by the shareholder oati@ney-infact. No proxy shall be valid after the expiratwireleven months from the de
of its execution. Every proxy shall be filed witie secretary of the corporation or other officeagent authorized to tabulate votes prior t
at the time of the meeting. Voting for directonak be in accordance with Article 3, Section 3ftedse bylaws. Any vote may be taken by
voice or by hands unless someone entitled to Mojects, in which case written ballots shall be used

Section 9: Record Date; Closing Transfer Book§ he board of directors shall fix in advance eord date for the purpose of
determining shareholders entitled to notice ofoovdte at a meeting of the shareholders, the redat@ to be not less than ten nor more than
seventy days prior to the meeting and the boadirettors shall close the stock transfer bookstmh purpose on such record date.

ARTICLE 3: DIRECTORS

Section 1: Management The business and affairs of the corporationl sfeamanaged by the board of directors who may
exercise all such powers of the corporation andlbdsuch lawful acts and things as are not (byustabr by the articles of incorporation or by
these bylaws) directed or required to be done eraised by the shareholders.

Section 2: Number, Classification and Election of Director§he board of directors shall be limited to a imaxm of twenty-
one directors, with the precise number thereofetdixed as the board shall from time to time resolifhe members of the board of directors
need not be shareholders nor need they be resiofeaty particular state. The directors shall begified with respect to the time for which
they shall severally hold office by dividing thenta three classes, each consisting of any appra&lynequal number of directors, and each
director of the corporation shall hold office uritis successor shall be elected and shall quakifythe first annual meeting of the
shareholders, the directors of the first classl &ieaélected for a term to expire at the next sgbspt annual meeting of shareholders; the
directors of the second class shall be elected ferm expiring at the second subsequent annudinges shareholders; the directors of the
third class shall be elected for a term expirinthatthird subsequent annual meeting of sharehgjlded at each annual meeting thereafter the
successors to the class of directors whose teraisestpire at that time shall be elected to holiiceffor the term of three years, so that the
term of office of one class of directors shall egph each year.

Section 3: Election of Directors Directors shall be elected by plurality voteun@lative voting shall be permitted if a
shareholder entitled to vote and desiring to cuteutés votes shall make his intention known befbeevoting for directors shall commence.
This being done, all shareholders entitled to ateuch meeting shall without further notice betkeat to cumulate their votes.

Section 4: Removal of Directors

€)) Directors may be removed without cause by therafitive vote of the holders of a majority of therglsaentitled
to vote at an election of directors, such vote peirken at a meeting of the shareholders callethfdrpurpose at
which the holders of eighty percent (80%) of tharsk entitled to vote are present in person oesgmted by
proxy. No amendment, alteration, change or repktiis subparagraph (a) of Article 3, Section 4yrbe effected
unless it is first approved by the affirmative vofeholders of not less than eighty percent (80%@azh class of
shares of the corporation entitled to vote thereon.

(b) Directors may be removed for cause by the affimeatiote of the holders of a majority of the shamesitled to
vote at an election of directors, such vote beakgih at a meeting of the shareholders called fdrghrpose at
which a quorum as provided in Article 2, Sectionsgresent.

Section 5: Vacancies Any vacancy occurring in the board of directavhether by increase in the number of directorisyor
death, resignation, removal, or otherwise may lkedfby the affirmative vote of a majority of themaining directors then in office for a term
ending at the next annual meeting of the shareh®lufethe corporation.
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Section 6: Chairman of the Board The office of the chairman of the board mayilbed by the board at its pleasure by
the election of one of its members to the offiddie chairman shall preside at all meetings of therd and of the shareholders, and shall
perform such other duties as may be assigned tdhithe board of directors.

Section 7: Place of Meetings Meetings of the board of directors, regularmeaal, may be held either within or without the
State of South Carolina.

Section 8: Regular Meetings Regular meetings of the board of directors maydld without notice at such time and place
as shall from time to time be determined by therthoa

Section 9: Special Meetings Special meetings of the board of directors nagdiled without notice by the chairman, the
president, or any executive vice president.

Section 10: Telephone and Similar MeetingsDirectors may participate in and hold a meetiggneans of conference
telephone or similar communications equipment bamseof which all persons participating in the nragtian hear each other. Participation
in such a meeting shall constitute presence inopesis the meeting, except where a person partesgatthe meeting for the express purpose
of objecting to the transaction of any businesshenground that the meeting is not lawfully caltecconvened.

Section 11: Quorum; Majority Vote At meetings of the board of directors, a majooit the number of directors then in offi
shall constitute a quorum for the transaction dfibeiss. The acts of a majority of the directoespnt at a meeting at which a quorum is
present shall be the act of the board of direcexsept as otherwise specifically provided by s&gtthe articles of incorporation, or these
bylaws. If a quorum is not present at a meetinthefboard of directors, the directors present agjgurn the meeting from time to time,
without notice other than announcement at the megtintil a quorum is present.

Section 12: Compensation By resolution of the board of directors, theedtors may be paid their expenses, if any, for
attendance at each meeting of the board of direetod may be paid a fixed sum for attendance &t m&eting of the board of directors. No
such payment shall preclude any director from sgrthe corporation in any other capacity and réngicompensation therefor. Members of
the executive committee, audit committee, or ot&der standing committees may, by resolutionhef board of directors, be allowed
compensation for attending committee meetings.

Section 13: Procedure The board of directors shall keep regular misiatieits proceedings. The minutes shall be placed
the minute book of the corporation.

Section 14: Action Without Meeting Any action required or permitted to be takea ateeting of the board of directors may
be taken without a meeting if a consent in writisgtting forth the action so taken, is signed keefarafter the action by all the members of
board of directors. Such consent shall have theedarce and effect as a unanimous vote at a ngeefihe signed consent, or a signed copy,
shall be placed in the minute book.

ARTICLE 4: EXECUTIVE COMMITTEE; AUDIT COMMITTEE;
COMPENSATION COMMITTEE; INVESTMENT COMMITTEE;
NOMINATING COMMITTEE; OTHER COMMITTEES

Section 1: Executive Committee

€)) The board may create an executive committee andirpibree or more directors to serve on it. Tommittee as
so constituted shall, except as limited by lawypthe board, have and may exercise all of the aifyhaf the
board. The directors so appointed shall serveeapkeasure of the board.

Section 2: Audit Committee.

€)) Number; Qualification; Term The audit committee shall consist of three orerttirectors, none of whom shall
employed by the corporation in any capacity othantas a director. The audit committee shall sat¥le pleasu
of the board of directors.

(b) Authority . The audit committee, to the extent provideduahsresolution, shall select and nominate for
consideration of the board of directors independewditors of the corporation, shall be responditiie¢he
arrangements for and scope of the independent exsion of the financial records of the corporatignsuch
auditors, shall give appropriate consideratiorh®dontrols of such audit, and shall perform sutlerduties and
assume such additional responsibility as may friome to time be placed upon it by the board of doec
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Section 3: Compensation Committee

€)) Number; Qualification; Term The compensation committee shall consist ofetlaremore directors. The
compensation committee shall serve at the pleasfuthee board of directors.

(b) Authority . The compensation committee shall consider acohnenend to the board the compensation to be paid
in cash and other benefits to be provided direcascertain executive officers of the corporatiamg shall
perform such other duties and assume such additiesionsibility as may from time to time be placgubn it by
the board of directors.

Section 4: Investment Committee

€)) Number; Qualification; Term The investment committee shall consist of tlmemore directors. The investment
committee shall serve at the pleasure of the bofditectors.

(b) Authority . The investment committee shall advise the dirscand officers of the corporation with respect to
investment of the corporation’s assets and to daraly review, evaluate, and report on the perfanae of the
investments and the investment managers and agw$tine corporation and its subsidiaries, andl gfesform
such other duties and assume such additional regplity as may from time to time be placed upohytthe board
of directors.

Section 5: Nominating Committee

€)) Number; Qualification; Term The nominating committee shall consist of ttoeenore directors. The nominati
committee shall serve at the pleasure of the bolditectors.

(b) Authority . The nominating committee shall consider and psepo the board persons to be directors of the
corporation and to consider and propose to thecbo@ation or elimination of positions and titldféficials of the
corporation and changes in the number of positiore filled, and shall perform such other dutied assume suc
additional responsibility as may from time to tilne placed upon it by the board of directors.

Section 6: Other Committees

(@) The board may appoint such other committees a=eitnd appropriate, each consisting of three or mhoeetors.
Any director may serve on any such other commiti&ey committee created under this section shallesat the
pleasure of the board.

(b) Any committee appointed under this section shaflqpen such duties and assume such responsibilitheaboard
may delegate to it.

Section 7: Meetings. Time, place, and notice of committee meetingdl &t as called and specified by the chief exgeuti
officer, the committee chairman, or any two memlzérsach committee.

Section 8: Quorum; Majority Vote At committee meetings, a majority of the numblemembers designated by the boar:
directors shall constitute a quorum for the tratisamf business. The act of a majority of the rbens present at any meeting at which a
qguorum is present shall be the act of the commiteeept as otherwise specifically provided byuggtthe articles of incorporation, or these
bylaws. If a quorum is not present at a meeting,shembers present may adjourn the meeting from tiintime, without notice other than an
announcement at the meeting, until a quorum isgpites

Section 9: Procedure The executive, audit, compensation, investmadtreominating committees shall keep regular min
of their proceedings and report the same to thedoofadirectors at its next regular meeting. Thautes of the proceedings of the executive,
audit, compensation, investment and nominating cittees shall be placed in the minute book of thaxation.

Section 10: Action Without Meeting Any action required or permitted to be taken ateeting of a committee may be taken
without a meeting if a consent in writing, settfiogth the action so taken, is signed before orafte action by all of the members of the
committee. Such consent shall have the same &ndeffect as a unanimous vote at a meeting. ihed consent, or a signed copy, sha
placed in the minute book.

Section 11: Telephone and Similar MeetingsCommittee members may participate in and hotteating by means of
conference telephone or similar communicationspgant by means of which all persons participatmthe meeting can hear each other.
Participation in such a meeting shall constituspnce in person at the meeting, except wheresarmearticipates in the meeting for the
express purpose of objecting to the transactiangfbusiness on the ground that the meeting itaadully called or
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convened.

Section 12: Responsibility. The designation of a committee and the delegatfauthority to it shall not operate to reliehe
board of directors, or any member thereof, of asponsibility imposed upon it or him by law.

ARTICLE 5: NOTICE

Section 1: Method. Whenever by statute, the articles of incorporgtthese bylaws, or otherwise, notice is requioeiole
given to a director, committee member, or securilgder, and no provision is made as to how theceathall be given, it shall not be
construed to mean personal notice, but any suébenwtay be given: (a) in writing, by first class mail, postage praehaddressed to the
director, committee member, or security holdehatdaddress appearing on the books of the corporatio(b) in any other method permitted
by law. Any notice required or permitted to beegivoy mail shall be deemed given at the time whersame is thus deposited in the United
States mail.

Section 2: Waiver. Whenever, by statute or the articles of incoagion or these bylaws, notice is required to begito a
security holder, committee member, or directoraaer thereof in writing signed by the person arspes entitled to such notice, whether
before or after the time stated in such noticell fleaequivalent to the giving of such notice. ekitlance at a meeting shall constitute a waiver
of notice of such meeting, except where a perstemads for the express purpose of objecting tordngstaction of any business on the ground
that the meeting is not lawfully called or convened

ARTICLE 6: OFFICERS

Section 1: Number; Qualification; Election; Term

(@) The corporation shall have (1) a chief executifecef, president or chief operating officer, onentore vice
presidents, a secretary, a treasurer and (2) gheh officers and assistant officers as the boadirectors may
think necessary.

(b) Officers named by bylaw Article 6, Section 1(a), @)all be elected by the board of directors orettpration of
an officer’s term or whenever a vacancy existsfic®fs named in bylaw Article 6, Section 1 (a) 2y be elected
by the board at any meeting.

(c) Unless otherwise specified by the board at the tifrelection or appointment, or in an employmenitcact
approved by the board, each officer’s term shall &rthe first meeting of directors after the rnetual meeting of
shareholders. He shall serve until the end oférim, or if earlier, his death, resignation, or osail.

(d) Any two or more offices may be held by the sameqer

Section 2: Removal. Any officer elected or appointed by the boardiioéctors may be removed by two-thirds (2/3) vafte
the board of directors or the executive committeenever, in its judgment, the best interests ottrporation will be served thereby. Such
removal shall be without prejudice to the contrégttts, if any, of the person so removed. Electioappointment of an officer shall not of
itself create contract rights.

Section 3: Vacancies Any vacancy occurring in any office of the cargion (by death, resignation, removal, or otheeyis
may be filled by the board of directors.

Section 4: Authority . Officers shall have such authority and perfotmhsduties in the management of the corporaticares
provided in these bylaws or as may be determineg$glution of the board of directors not incoresistwith these bylaws.

Section 5: Compensation The compensation of officers shall be fixed friime to time by the board of directors or as they
may delegate.

Section 6: Chief Executive Officer The position of chief executive officer may likefl by the board at its pleasure. The
chief executive officer shall be responsible far feneral and active management of the businesaftai of the corporation, and shall see
that all orders and resolutions of the board argathinto effect. He shall perform such otherigsiand have such other authority and powers
as the board of directors may from time to timespribe. The board may also appoint an acting exetutive officer to assume the duties of
the chief executive officer whenever the chief etz officer is temporarily unable to perform klisties or when the office of chief execu
officer is vacant.

Section 7: President The president shall preside at all meetingfiefshareholders and the board in the absence of the
chairman of the board, the chief executive offiear] the acting chief executive officer. He spaliform such other duties and have

5




such other authority and powers as the board ettirs may from time to time prescribe or as thefaxecutive officer may from time to
time delegate. In the event no other person igdated chief executive officer or acting chief extéve officer, or in the event those offices
are vacant either temporarily or otherwise, dugngh period the president shall assume the dutig®se offices.

Section 8: Chief Operating Officer The chief operating officer shall supervise aedew the day to day operations of the
corporation and its subsidiaries other than th@erations that are reported directly to the chiefoative officer, and recommend to the chief
executive officer changes that he deems desiratiteab he deems merit review by the board. Hel glemform such other duties and have
such other authority and powers as the board ettirs may from time to time prescribe or as thefaxecutive officer or president may
from time to time delegate. In the event no offenson is designated chief executive officer, gctinief executive officer and/or president
in the event those offices are vacant either teandgror otherwise, during such period the chieéting officer shall assume the duties of
those offices.

Section 9: Chief Financial Officer The chief financial officer shall be the corpawa’s principal financial officer and shall
supervise the investment and reinvestment of thgocation’s assets and review the management adgbets of the corporation and its
subsidiaries and recommend to the chief execufiieeo changes that he deems desirable or thaebend merit review by the board. He s
perform such other duties and have such other &tyttamd powers as the board of directors may ftione to time prescribe or as the chief
executive officer or president may from time todighelegate. In the event no other person is datdrchief executive officer, acting chief
executive officer, president and/or chief operatifficer, or in the event those offices are vaaititer temporarily or otherwise, during such
period the chief financial officer shall assume dluties of those offices.

Section 10: Vice Presidents The executive vice president and vice presidémthe order of their seniority, unless otherwise
determined by the board of directors, shall, inghsence or disability of the chief executive @figresident, chief operating officer and/or
chief financial officer, perform the duties and bdtie authority and exercise the powers of sudbesf They shall perform such other duties
and have such other authority and powers as thal lmbalirectors may from time to time prescribeasrthe chief executive officer or
president may from time to time delegate.

Section 11: Corporate Secretary

€)) The secretary shall attend all meetings of thedoédirectors and all meetings of the shareholdarsrecord all
votes, actions, and the minutes of all proceedimgsbook to be kept for that purpose and shafioper like duties
for the executive and other committees when reduire

(b) He shall give, or cause to be given, notice ofraktings of the shareholders and special meetiniye doard of
directors.
(c) He shall keep in safe custody the seal of the catfpm and, when authorized by the board of dinscto the

executive committee, affix it to any instrumentugng it. When so affixed, it shall be attestgdHis signature or
by the signature of the treasurer or an assistametary.

(d) He shall perform such other duties and have suwér @uthority and powers as the board of direataag from
time to time prescribe or as the chief executiieeer or president may from time to time delegate.

Section 12: Assistant Corporate Secretarylhe assistant secretaries in the order of Hegirority, unless otherwise determil
by the board of directors, shall, in the absenadisability of the secretary, perform the dutied dave the authority and exercise the powers
of the secretary. They shall perform such oth¢iedwand have such other powers as the boardexftdis may from time to time prescribe or
as the chief executive officer or president mayrftime to time delegate.

Section 13: Treasurer

€)) The treasurer shall have custody of the corpordtiods and securities and shall keep full and ateusccounts ¢
receipts and disbursements of the corporation hal deposit all monies and other valuables inrthme and to tt
credit of the corporation in depositories desigddte the board of directors.

(b) He shall disburse the funds of the corporationrdered by the board of directors, and prepare Gigdustatements
as they direct.

(c) He shall perform such other duties and have suwnér @uthority and powers as the board of directayg from
time to time prescribe or as the chief executiviicef or president may from time to time delegate.

(d) His books and accounts shall be opened at anydiriag business hours to the inspection of anyctreof the
corporation.




Section 14: Assistant Treasurer The assistant treasurers in the order of ttegiiosity, unless otherwise determined by the
board of directors, shall, in the absence or diggluif the treasurer, perform the duties and higneeauthority and exercise the powers of the
treasurer. They shall perform such other dutiestave such other powers as the board of direntagsfrom time to time prescribe or the
chief executive officer or president may from titodime delegate.

Section 15: General Counsel The general counsel of the corporation shajp@re such contracts and agreements required in
the business of the corporation as may be refeoréimn by its officers, and shall inspect and pgssn all such instruments presented to the
corporation as may be of sufficient importanceustify such examination; also, he shall advisedtieers of the corporation in all such legal
matters pertaining to the affairs of the corporats may require his consideration. He shall perfeuch other duties and have such other
authority and powers as the board of directors fray time to time prescribe or as the chief exa@utfficer or president may from time to
time delegate.

ARTICLE 7: CERTIFICATES AND SHAREHOLDERS

Section 1: Certificates. Certificates in the form determined by the boairdirectors shall be delivered representing fadires
to which shareholders are entitled. Certificatealse consecutively numbered and shall be entieréte books of the corporation as they
issued. Each certificate shall state on its fheehblder’'s name, the number and class of shdmegar value, and such other matters as may
be required by law. It shall be signed by the iplegst or a vice president and such other officesfticers as the board of directors shall
designate, and may be sealed with the seal ofdtporation or a facsimile thereof. If a certifieas countersigned by a transfer agent, or an
assistant transfer agent, or registered by a ragi&ither of which is other than the corporatioran employee of the corporation), the
signature of any officer may be facsimile.

Section 2: Issuance Shares (both treasury and authorized but uni§suay be issued for such consideration (not less t
par value) and to such persons as the board aftdisemay determine from time to time. Shares n@tybe issued until the full amount of 1
consideration has been paid as provided by law.

Section 3: Payment of Shares

€)) Kind . The consideration for the issuance of sharel abrasist of money paid, labor done (includingvéess
actually performed for the corporation), or propdtangible or intangible) actually received. Neit promissory
notes nor the promise of future services shall tiis payment of shares.

(b) Valuation. In the absence of fraud in the transactionjubdgment of the board of directors as to the value
consideration received shall be conclusive.

(©) Effect. When consideration, fixed as provided by laws haen paid, the shares shall be deemed to hawe bee
issued and shall be considered fully paid and rssessable.

(d) Allocation for Consideration The consideration received for shares shalllbeaed by the board of directors, in
accordance with law, between stated capital andataurplus accounts.

Section 4: Subscriptions Unless otherwise provided in the subscriptioreament, subscriptions for shares, whether made
before or after organization of the corporatiorglshe paid in full at such time or in such ingtadints and at such times as shall be determinec
by the board of directors. Any call made by thardoof directors for payment on subscriptions sballniform as to all shares of the same
series. In case of default in the payment on astallment or call when payment is due, the corpamanay proceed to collect the amount
in the same manner as any debt due to the corporati

Section 5: Lien. For any indebtedness of a shareholder to thaocation with respect to his stock, the corporatiball have
a first and prior lien on all shares of its stoekned by him and on all dividends or other distribas declared thereon.

Section 6: Lost, Stolen, or Destroyed Certificate§ he corporation shall issue a new certificatplate of any certificate for
shares previously issued if the registered ownéhetertificate:

(@) Claim. Makes proof in affidavit form that it has beest, destroyed, or wrongfully taken; and
(b) Timely Request Requests the issuance of a new certificate eefar corporation has notice that the certificais

been acquired by a purchaser for value in good &l without notice of an adverse claim; and

(c) Bond. Gives a bond in such form, and with such suoetyureties, with fixed or open penalty, as thepooation
may direct, to indemnify the corporation (and ientsfer agent and registrar, if any) against aaiyrcthat may be
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made on account of the alleged loss, destructiothedt of the certificate; and

(d) Other Requirements Satisfies any other reasonable requirementssegby the corporation.

When a certificate has been lost, apparently dgsthoor wrongfully taken, and the holder of recfaits to notify the corporation
within a reasonable time after he has notice @it the corporation registers a transfer of tlegeshrepresented by the certificate before
receiving such notification, the holder of recasgrecluded from making any claim against the c@iian for the transfer or for a new
certificate.

Section 7: Registration of Transfer The corporation shall register the transfer oéaificate for shares presented to it for
transfer if:
(@) Endorsement The certificate is properly endorsed by thestgied owner or by his duly authorized attorneyt an
(b) Guarantee and Effectiveness of Signatufiéhe signature of such person has been guarabyeadommercial

bank or brokerage firm that is a member of the dfeti Association of Securities Dealers and readeregsurance
is given that such endorsements are effective; and

(c) Adverse Claims The corporation has no notice of an adversenctaihas discharged any duty to inquire into ¢
a claim; and
(d) Collection of Taxes Any applicable law relating to the collectiontakes has been complied with.
Section 8: Registered Owner Prior to due presentment for registration ofisfar of a certificate for shares, the corporation

may treat the registered owners as the personsxely entitled to vote, to receive notices, antkeotvise to exercise all the rights and powers
of a shareholder.

Section 9: Preemptive Rights No shareholder or other person shall have aegrpptive right whatsoever.

ARTICLE 8: GENERAL PROVISIONS

Section 1: Dividends and Reserves

€)) Declaration and PaymentSubject to statute and the articles of incorfionadividends may be declared by the
board of directors at any regular or special mgedind may be paid in cash, in property, or in shaf¢he
corporation. The declaration and payment shaditiibe discretion of the board of directors.

(b) Record Date The board of directors shall fix in advance @ord date for the purpose of determining sharemslde
entitled to receive payment of any dividend, theord date to be not more than fifty days priorite payment date
of such dividend, and shall close the stock trartsf@ks for such purpose on such record date.

(c) Reserves By resolution the board of directors may cresateh reserve or reserves out of the earned surpthe
corporation as the directors from time to timethieir discretion, think proper to provide for carggencies, or to
equalize dividends, or to repair or maintain amyperty of the corporation, or for any other purptisgy think
beneficial to the corporation. The directors maydify or abolish any such reserve in the mannevtirch it was
created.

Section 2: Books and Records The corporation shall keep correct and comgdeteks and records of account and shall keep
minutes of the proceedings of its shareholdersbaadd of directors, and shall keep at its registeféice or principal place of business, or at
the office of its transfer agent or registrar, eord of its shareholders, giving the names andess@s of all shareholders and the number and
class of the shares held by each.

Section 3: Checks and Notes All checks or demands for money and notes ottirporation shall be signed by such officer
or officers or such other person or persons apdiaed of directors may from time to time designate.

Section 4: Fiscal Year. The fiscal year of the corporation shall beghme as the calendar year.

Section 5: Seal. The corporation seal (of which there may be anmore exemplars) shall contain the name of the
corporation and the name of the state of incorpmmatThe seal may be used by impressing it orogdycing a facsimile of it, or otherwise.

Section 6: Indemnification and InsuranceThe corporation shall indemnify officers andedtiors of the corporation
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and its subsidiaries to the extent permitted bytis@arolina law and may insure such persons aglality arising out of or relating to the
employment by the corporation in an amount and g to such terms as the Board deems prudent.

Section 7: Resignation Any director, committee member, or officer magign by giving written notice to the president or
the secretary. The resignation shall take effetietime specified therein, or immediately ifthoe is specified. Unless otherwise specified
therein, the acceptance of such resignation sbalbb@ necessary to make it effective.

Section 8: Amendment of Bylaws

€)) These bylaws may be altered, amended, or repetet/aneeting of the board of directors at whicfuarum is
present, by a majority vote of the directors thepffice, provided notice of the proposed altematamendment, or
repeal is contained in a notice of the meeting.

(b) These bylaws may also be altered, amended, orleghbatany meeting of the shareholders at whichaaum is
present or represented, by the affirmative votdefolders of a majority of each class of shanti$led to vote
thereon, provided notice of the proposed alteratimmendment, or repeal is contained in the notitkeomeeting.

Section 9: Construction Whenever the context so requires, the mascahad include the feminine and neuter, and the
singular shall include the plural, and conversdfyany portion of these bylaws shall be invalidimoperative, then, so far as is reasonable anc
possible:

€)) The remainder of these bylaws shall be consideatid and operative, and
(b) Effect shall be given to the intent manifested iy portion held invalid or inoperative.
Section 10: Heading. The headings are for organization, convenieaad,clarity. In interpreting these bylaws, theglshe

subordinated in importance to the other writtenamiat.

Section 11: Relation to Articles of Incorporation These bylaws are subject to, and governed leyatticles of incorporation.
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Exhibit 31.1
CERTIFICATIONS
I, Charles H. Powers, certify that:
1. | have reviewed this quarterly report on Form 18f{Q he Seibels Bruce Group, Inc.;

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsttéde a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the peri
covered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

a) designed such disclosure controls and proceduresused such disclosure controls and procedures ttesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us
by others within those entities, particularly dgrifie period in which this report is being prepared

c) evaluated the effectiveness of the registrant'sldiésire controls and procedures and presentedsimeport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such evaluati
and

d) disclosed in this report any change in the regissanternal control over financial reporting thatcurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tlas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluationtexhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) all significant deficiencies and material weaknessehe design or operation of internal contradrofinancial reporting which al



reasonably likely to adversely affect the regigfeaability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, that involveanagement or other employees who have a significéain the registrant’s
internal control over financial reporting.

Date: November 14, 2003 By /s/ CHARLES H. POWER

Charles H. Powers
Chief Executive Officer

Exhibit 31.2

CERTIFICATIONS

I, Bryan D. Rivers, certify that:

1. I have reviewed this quarterly report on Form 18f{Q he Seibels Bruce Group, Inc.;

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsttéde a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the peri
covered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

a) designed such disclosure controls and proceduresused such disclosure controls and proceduias tiesigned under our supervis
to ensure that material information relating to thgistrant, including its consolidated subsidigrie made known to us by others within
those entities, particularly during the period ihigh this report is being prepared;

c) evaluated the effectiveness of the registrant'sldésire controls and procedures and presentedsimeport our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psit based on such evaluation; and

d) disclosed in this report any change in the regi$ianternal control over financial reporting tratcurred during the registrant’s most
recent fiscal quarter (the registrantourth fiscal quarter in the case of an annyabrg that has materially affected, or is reasopndikély
to materially affect, the registrant’s internal tohover financial reporting; and

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluationtexhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) all significant deficiencies and material weaknessehe design or operation of internal contradofinancial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, that involveanagement or other employees who have a significéain the registrant’s internal
control over financial reporting.

Date: November 14, 2003 By /s/ BRYAN D. RIVERS

Bryan D. Rivers
Treasurer and Controller (Principal Accounting Officer)

Exhibit 32
CERTIFICATIONS PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE
SARBANES-OXLEY ACT OF 2002

The undersigned, who are the chief executive afficel the principal accounting officer of The Sédtigruce Group, Inc., each

hereby certifies that, to the best of his knowledge accompanying Form 10-Q of the issuer fullgnpbes with the requirements of
Section 13(a) or 15(d) of the Securities Exchangeoh 1934, and that information contained in tepart fairly presents, in all material
respects, the financial condition and results @raflons of the issuer.



Date: November 14, 2003

Date: November 14, 2003

By /s/ CHARLES H. POWER

Charles H. Powers
Chief Executive Officer

By /s/ BRYAN D. RIVERSE

Bryan D. Rivers, CPA
Treasurer and Controller (Principal Accounting Officer)
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