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Item 1.01. Entry into Material Definitive Agreements

(a) Equity Purchase Agreement with with 1347 Property Insurance Holdings, Inc.

On February 25, 2019, FedNat Holding Company (the “Company”) entered into an equity purchase agreement (the “Equity
Purchase Agreement”), by and among the Company, 1347 Property Insurance Holdings, Inc., a Delaware corporation (“PIH”), Maison
Managers, Inc. a Delaware corporation (“MM”), Maison Insurance Company, a Louisiana corporation (“Maison”), and Claimcor, LLC,
a Florida limited liability company (“CC and, together with MM and Maison, the “Targets”).

Pursuant to the Equity Purchase Agreement, the Company will acquire (the “Acquisition”) all of  the issued and outstanding
shares of  common stock of  MM and Maison, and the entire issued and outstanding membership interest of  CC (such interests,
collectively, the “Target Equity”). The Target Equity is wholly owned by PIH, and will transfer to the Company at the closing of  the
Acquisition. In exchange for the Target Equity, PIH will receive as consideration from the Company (i) $25.5 million in cash; and (ii)
a number of  shares of  the Company’s common stock equal to $25.5 million divided by the weighted average closing price per share
of  the Company’s common stock on Nasdaq during the 20 trading days immediately preceding the closing date of  the Acquisition. In
addition, surplus notes issued by Maison to PIH in an amount not to exceed $18 million plus accrued but unpaid interest, will be repaid.
The shares to be issued to PIH at the closing will be issued without registration under the Securities Act of  1933 (the “Securities Act”),
as amended, pursuant to the exemption from registration set forth in Section 4(a)(2) of  the Securities Act.  The Company has agreed
to register the resale of  these shares following the closing, which resale will be subject to the terms of  a five-year Standstill Agreement.

In addition to the purchase price, PIH will receive five-year rights of  first refusal to provide reinsurance of  up to 7.5% of
any layer in the Company’s catastrophe reinsurance program, up to a maximum aggregate in force amount of  all reinsurance coverage
sold to the Company of  $15 million, pursuant to a Reinsurance Capacity Right of  First Refusal Agreement to be entered into at closing.
PIH and the Company will also enter into an Investment Advisory Agreement pursuant to which a subsidiary of  PIH will provide
investment advisory services to the Company for five years for an annual advisory fee of  $100,000.  

Certain stockholders of  PIH have entered into voting agreements concurrent with the execution of  the Equity Purchase
Agreement (collectively, the “Voting Agreements”). The Voting Agreements provide that such stockholders will vote their shares in
favor of  approval of  the Equity Purchase Agreement and against any proposed PIH action that would result, or could reasonably be
expected to result, in a breach of  the covenants, agreements, representations or warranties or other obligations of  PIH in the Equity
Purchase Agreement. The Voting Agreements also restrict the transfer of  the PIH shares held by them until the earlier to occur of
the closing of  the Acquisition or termination of  the Equity Purchase Agreement pursuant to its terms. 

Under the Equity Purchase Agreement, PIH is permitted to solicit superior offers to acquire its insurance businesses during
a 30-day “go-shop” period beginning on the date of  the Equity Purchase Agreement.  After the “go-shop” period expires, PIH and
its representatives will be prohibited from initiating, soliciting, knowingly facilitating, encouraging or engaging in discussions or
negotiations relating to any competing acquisition proposal, subject to certain limited exceptions.  PIH may terminate the Equity
Purchase Agreement if, subject to PIH’s compliance with certain covenants, PIH’s board of  directors authorizes PIH to enter into a
definitive written agreement with respect to an acquisition proposal that it deems superior to the Acquisition. If  the Equity Purchase
Agreement is terminated by either the Company or PIH under circumstances related to a superior acquisition proposal, PIH has agreed
to pay the Company a termination fee in the amount of  $2.16 million.

The Equity Purchase Agreement contains customary representations and warranties from the Company, PIH, and the Targets,
and the parties have agreed to customary covenants, including, among other things, covenants relating to the conduct of  the Targets’
business during the interim period between the execution of  the Equity Purchase Agreement and the closing. The assertions embodied
in the representations and warranties of  the Equity Purchase Agreement were made solely for purposes of  the contract between the
Company, PIH and the Targets, and may be subject to important qualifications and limitations agreed to by the parties in connection
with negotiating the terms of  the Equity Purchase Agreement. Moreover, the representations and warranties are subject to a contractual
standard of  materiality that may be different from what may be viewed as material to shareholders, and the representations and warranties
may have been used to allocate risk among the Company, PIH and the Targets rather than establishing matters as facts.  Subject to
certain limitations set forth in the Equity Purchase Agreement, the Company and PIH have also agreed to indemnify the other party
against certain losses, including  losses arising out of  breaches of  representations, warranties and covenants set forth in the Equity
Purchase Agreement.

The Equity Purchase Agreement has been approved by the boards of  directors of  the Company and PIH. Closing of  the
Acquisition is subject to Maison having consolidated net book value in accordance with generally accepted accounting principles of
at least $42 million at closing, as well as the receipt of  required regulatory approvals without the imposition of  materially burdensome
regulatory conditions, the approval of  the PIH stockholders, and other customary closing conditions. 



The parties have agreed to use their commercially reasonable best efforts to close the Acquisition on or before June 30, 2019
(the “Target Closing Date”).  If  the closing does not occur on or before the Target Closing Date and the Equity Purchase Agreement
has not been terminated pursuant to its terms, then the Company and PIH have agreed to use their commercially reasonable best
efforts to cause the closing to occur after November 30, 2019 but not later than December 31, 2019.  If  the closing occurs after the
Target Closing Date, the purchase price will be increased by the lesser of  (i) the amount by which the net book value of  the Targets
exceeds $42 million and (ii) the amount by which Maison’s statutory surplus exceeds $47 million (without considering the effect of  the
repayment of  the surplus notes) if  PIH is not able, due to regulatory restrictions, to cause the Targets to distribute such amount to
PIH on the closing date.

The foregoing descriptions of  the Equity Purchase Agreement and related agreements are included to provide information
regarding their terms. These descriptions do not purport to be complete and are qualified in their entirety by reference to the
complete text of  the Equity Purchase Agreement, including its exhibits, which is filed as Exhibit 2.1 to this Form 8-K, and the form
of  Voting Agreement, which is filed as Exhibit 10.1 to this Form 8-K.

 

(b) Note Purchase Agreements

On February 25, 2019, the Company entered into note purchase agreements (each a “Note Purchase Agreement” and,
collectively, the “Note Purchase Agreements”) with each institutional investor (the “Note Purchasers”) pursuant to which the Company
proposed to issue a 7.5% Senior Unsecured Notes due 2029 (the “Notes”) to the Note Purchasers at a price equal to 100% of  the
aggregate principal amount of  the Notes.  As of  the date of  this filing, the Company has received signed note purchase agreements
for an aggregate of  $97 million of  Notes.

Each Note Purchase Agreement contains certain customary representations, warranties and covenants made by the Company,
on the one hand, and the respective Note Purchasers, on the other hand.

The Notes will be offered and sold without being registered under the Securities Act pursuant to the exemption from registration
set forth in Section 4(a)(2) of  the Securities Act, solely to Note Purchasers that are either “qualified institutional buyers” or institutional
“accredited investors.” 

The offering is expected to close on or about March 5, 2019.  The net proceeds of  this offering will be used for the cash
component of  the Acquisition consideration, along with an expected post-closing capital infusion into Maison in connection with the
repayment of  the surplus notes due to PIH; the redemption of  the $45 million of  the Company’s senior notes currently outstanding;
and for working capital purposes.  The existing senior notes to be redeemed includes $20 million of  senior notes due 2022 (the “2022
Notes”) that are not redeemable at the Company’s option, but as to which the holder has agreed to be redeemed at a price of  112.5%
of  the outstanding principal amount of  the 2022 Notes, or a total redemption price of  $22.5 million.  

Simultaneously with the issuance of  the Notes, the Company will enter into a Registration Rights Agreement (the “Registration
Rights Agreement”) with the Note Purchasers pursuant to which the Company will agree to take steps, within certain time periods
following the issuance date of  the Notes (the “Closing Date”) as specified in the Registration Rights Agreement, to provide for the
exchange of  the Notes for senior notes that are registered with the SEC and have substantially the same terms as the Notes. 

The Notes will be issued pursuant to Indenture (the “Indenture”), by and between the Company and the Bank of  New York
Mellon, as trustee (the “Trustee”). The Trustee will also serve as the initial paying agent and registrar with respect to the Notes.

The Notes will have a maturity date of  10 years from the issuance date and will bear interest at a fixed rate of  7.5% per year,
payable semi-annually in arrears, subject to increases in the interest rate payable in the event of  a downgrade in the credit rating assigned
to the Notes. The Notes are not convertible or exchangeable for any equity securities, other securities or assets of  the Company or
any subsidiary and are not subject to redemption at the option of  the holder. The Company may redeem the Notes under certain
circumstances as set forth in the Indenture. Prior to the fifth anniversary of  the issuance date, the Company may redeem the Notes,
in whole or in part, at the applicable Treasury rate plus 50 basis points, plus accrued and unpaid interest to, but not including, the date
of  redemption. On and after the fifth anniversary of  the issuance date, the Company may redeem the Notes, in whole or in part, at
103.750% in 2024, 101.875% in 2025, and 100% thereafter, together with any accrued and unpaid interest on the Notes being redeemed
to but excluding the date of  redemption.  In addition, if  the Acquisition does not close by December 31, 2019 (or if  the Equity Purchase
Agreement is terminated by that date), the Company has agreed to redeem the $49.5 million of  Notes held by certain Note Purchasers
at a redemption price equal to 101% of  the principal amount of  the Notes to be redeemed.  

Principal and interest on the Notes are subject to acceleration in the event of  certain events of  default, including automatic
acceleration upon certain bankruptcy-related events. The Notes are unsecured obligations of  the Company.



The foregoing description of  the Note Purchase Agreement is included to provide information regarding its terms. It does
not purport to be complete and is qualified in its entirety by reference to the complete text of  the Note Purchase Agreement, which
is filed as Exhibit 10.2 to this Form 8-K.  The letter agreement relating to the redemption of  the 2022 Notes is filed as Exhibit 10.3
to this Form 8-K.

_______________

The foregoing descriptions should also be read in conjunction with the other information regarding the Company, its affiliates
and its business that may be contained in the Forms 10-K, Forms 10-Q and other filings that the Company may make with the Securities
and Exchange Commission (the “SEC”).

Item 7.01 Regulation FD Disclosure

On February 25, 2019, the Company issued a press release announcing the execution of  the Equity Purchase Agreement and
Note Purchase Agreements. A copy of  the press release is attached as Exhibit 99.1 to this Form 8-K. In addition, the Company provided
supplemental information regarding the proposed transaction in a presentation available on the Company’s website, www.fednat.com,
under the “Investors” tab, and attached as Exhibit 99.2 to this Form 8-K. The Company is not undertaking any obligation to update
the presentation. The Company will host a conference call associated with announcement of  the execution of  the Equity Purchase
Agreement and Note Purchase Agreements on February 26, 2019 at 9 a.m. Eastern Time.

Item 9.01 Financial Statements and Exhibits.

(d) Exhibits.
2.1 Equity Purchase Agreement dated as of  February 25, 2019 among FedNat Holding Company, 1347 Property

Insurance Holdings, Inc., Maison Managers, Inc., Maison Insurance Company and Claimcor, LLC*
10.1 Form of  Voting Agreement
10.2 Form of  Note Purchase Agreement dated February 25, 2019
10.3 Letter Agreement dated February 25, 2019 among FedNat Holding Company, Athene Annuity & Life Assurance

Company and Athene Annuity and Life Company regarding redemption of  the 2022 Notes
99.1 FedNat Holding Company Press Release dated February 25, 2019**
99.2 FedNat Investor Presentation dated February 25, 2019**

*      Schedules have been omitted pursuant to Item 601(b)(2) of  Regulation S-K and will be provided to the SEC upon request.
**    Furnished pursuant to Item 7.01 as part of  this Current Report on Form 8-K and not to be deemed "filed" pursuant to Section

18 of  the Securities Exchange Act of  1934 or otherwise subject to the liabilities of  that section.
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Name: Ronald A. Jordan
Title: Chief  Financial Officer
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INDEX OF DEFINED TERMS 
 
Capitalized terms that are used in this Agreement, but not defined in Section 1.01, are defined in the 
following sections of this Agreement: 
 

Definition: 
 

Location: Definition: Location: 

401(k) Plan 5.08(b) MIC Preamble 

Acquisition Proposal 5.03(h)(i) MM Preamble 

Action 3.07 Net Book Value Target 5.25 

Additional Payment 5.25 Net Recovery 8.05(c) 

Agreed Tax Treatment 5.16(f) No-Shop Period Start Date 5.03(b)(i) 

Alternative Acquisition Arrangement 5.03(c)(ii) Notice Period 5.03(c)(ii) 

Burdensome Condition 5.05 Original Date 5.21(a) 

CC Preamble Outside Date 7.01(b)(i) 

Change of Recommendation 5.03(c)(i)(E) Parent Preamble 

Chosen Courts 9.07 Parent Closing Certificate 6.02(d) 

Closing 2.02 Parent Disclosure Letter III 

Closing Date 2.02 Parent Indemnitee 8.02(b) 

Closing Date Net Book Value 5.25 Parent Plans 3.09(a) 

Closing Date Surplus Amount 5.25 Parent Supplement 5.23 

Closing Surplus  5.19 Patents 1.01(t) 

Closing Surplus Target 5.25 Permits 3.08(c) 

Company and Companies Preamble Proxy Statement 5.20(a) 

Company Equity Recitals Purchase Price 2.01(b) 

Company Indemnified Persons  5.24(a) Purchaser Preamble 

Company IP 3.16(a) Purchaser Common Stock 4.02(a) 

Company Plans 3.09(a) Purchaser Disclosure Letter IV 

Company Recommendation 3.05(c) Purchaser Indemnitee 8.02(a) 

Confidentiality Agreement 5.04(b) Purchaser Preferred Stock 4.02(a) 

Consolidated Net Book Value 6.02(e) Purchaser Regulatory Agreement 4.08(b) 

Copyrights 1.01(t) Purchaser Supplement  5.23 

Deductible 8.05(a) Regulatory Agreement 3.08(d) 

Effective Date Preamble Reinsurance Arrangements 3.28 

Employee Plans 3.09(a) Requisite Company Vote 3.04(b) 

Environmental Law 3.11(b) Requisite Regulatory Approvals 5.05 

Equity Plan Stock 4.02(a) Restricted Business 5.12(a) 

Equity Sale 2.01(a) Restricted Period 5.12(a) 

Estimated Closing Date Balance Sheet 6.02(i) Section 338(h)(10) Election 2.04(a) 

Financial Statements 3.06(a) STAT Financial Statements 3.06(b) 

Fund and Funds  5.17(b) Statutory Capital Requirements 3.08(b) 

Fundamental Representations 8.01(a) Stockholders Meeting 5.21(a) 

GAAP  3.06(a) Superior Proposal 5.03(h)(ii) 

Go-Shop Period 5.03(a) Supplement 5.23 

Hazardous Substance 3.11(c) Surplus Note Payment 2.01(b) 

Indemnifying Party 8.03(a) Tampa Office Lease 5.17(a) 

Indemnitees 8.02(b) Target Closing Date 2.02 

Loans 3.19(a) Third-Party Claim 8.03(a) 

Marks 1.01(t) Transfer Taxes 5.16(h) 

Material Contract 3.13(a)   
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EQUITY PURCHASE AGREEMENT 
 

THIS EQUITY PURCHASE AGREEMENT (this “Agreement”) is dated as of February 
25, 2019 (the “Effective Date”), and is by and between FEDNAT HOLDING COMPANY, a 
Florida corporation (“Purchaser”), 1347 PROPERTY INSURANCE HOLDINGS, INC., a 
Delaware corporation (“Parent”), MAISON MANAGERS, INC., a Delaware corporation (“MM”), 
MAISON INSURANCE COMPANY, a Louisiana corporation (“MIC”), and CLAIMCOR, LLC, 
a Florida limited liability company (“CC” and, together with MM and MIC, each, a “Company” and, 
together, the “Companies”). 

 
RECITALS 

 
WHEREAS, Parent owns all of the issued and outstanding shares of common stock of MM 

and MIC, and the entire issued and outstanding membership interest of CC (such equity interests, 
collectively, the “Company Equity”); and 
 

WHEREAS, subject to the terms and conditions set forth herein, Parent desires to sell, 
transfer, convey, assign, and deliver to Purchaser, and Purchaser desires to purchase and accept from 
Parent, all of the Company Equity; and  
 

WHEREAS, each of the parties hereto desires to make certain representations, warranties, 
covenants, and agreements in connection with the Transactions and also to prescribe certain 
conditions to the Transactions as specified herein.  
 

AGREEMENT 
 

NOW, THEREFORE, in consideration of the premises, and of the representations, 
warranties, covenants and agreements contained herein, and intending to be legally bound hereby, the 
parties hereby agree as follows:  
 

ARTICLE I. 

DEFINITIONS 
 
Section 1.01 Certain Definitions. Capitalized terms used but not defined in this Agreement 

shall have the meanings set forth as follows:  

(a) “Affiliate” of any Person means any other Person that directly or indirectly, 
through one or more intermediaries, controls, is controlled by, or is under common control with, such 
first Person.  

(b) “Benefit Plan” means all “employee benefit plans” (within the meaning of 
section 3(3) of ERISA) and all stock purchase, stock option, severance, employment, change-in-
control, fringe benefit, collective bargaining, bonus, incentive, deferred compensation, employee loan, 
and all other employee benefit plans, agreements, programs, policies, or other arrangements, and 
whether or not subject to ERISA, whether formal or informal or oral or written. 

(c) “Business Day” means any day other than a Saturday, a Sunday, or a day on 
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which banks in Miami, Florida are authorized by Law or executive order to be closed. 

(d) “Business Employee” means any employee of Parent or any of the Companies, 
other than those persons listed in Section 1.01(d) of the Parent Disclosure Letter. 

(e) “Cap” means an amount equal to Seven Million Two Hundred Thousand and 
No/100 Dollars ($7,200,000.00). 

(f) “Cash Consideration” means an amount equal to Twenty-Five Million Five 
Hundred Thousand and No/100 Dollars ($25,500,000.00). 

(g) “Code” means the Internal Revenue Code of 1986, as amended. 

(h) “Company Material Adverse Effect” means any event, change, circumstance, 
occurrence, effect, or state of facts that: (i) is, or would reasonably be expected to be, materially adverse 
to the business, assets, liabilities, condition (financial or otherwise), or results of operations of the 
Companies, taken as a whole; or (ii) prevents or materially impairs the ability of Parent or one or more 
of the Companies to consummate, or prevents or materially delays, the Closing or any of the other 
Transactions; provided, that a Company Material Adverse Effect shall not include any event, change, 
circumstance, occurrence, effect, or state of facts to the extent: (A) generally affecting insurance 
companies, insurance holding companies, or the economy as a whole; (B) arising from or relating to 
any outbreak or escalation of hostilities or declared or undeclared acts of war or terrorism (other than 
any of the foregoing that causes any damage or destruction to (I) any facility or property of the Parent 
or the Companies, or otherwise renders them physically unusable or inaccessible, or (II) any property 
that is insured by Parent or the Companies pursuant to policies written by Parent or any of the 
Companies, in either event to the extent to which either (i) or (ii) above is true with respect thereto); 
(C) reflecting or resulting from changes in Law or GAAP or regulatory accounting requirements or 
published interpretations thereof that generally affects insurance companies or insurance holding 
companies; (D) arising from or relating to any general economic or political conditions; (E) arising 
from or relating to any changes in financial, banking or securities markets in general, including any 
disruption thereof and any decline in the price of any security or any market index or any change in 
prevailing interest rates; (F) arising from or relating to any action required or permitted by this 
Agreement or any action taken (or omitted to be taken) with the written consent or at the written 
request of Purchaser; (G) arising from or relating to any breach by Purchaser of this Agreement or 
the Confidentiality Agreement; (H) arising from or relating to any natural or man-made disaster or 
acts of God, other than any of the foregoing to the extent that either (i) or (ii) above is true with 
respect thereto as a result of claims being made under insurance policies written by Parent or any of 
the Companies; or (I) arising from the announcement, pendency, or completion of the Transactions; 
except, with respect to clauses (A), (B), (C), (D), or (E) of this Section 1.01(h), to the extent that the 
impact of such event, change, circumstances, occurrence, effect, or state of facts has a materially 
disproportionately adverse effect on the Companies, taken as a whole, as compared to similarly 
situated companies. 

(i) “Contract” means loan or credit agreement, bond, debenture, note, mortgage, 
indenture, guarantee, license, lease, purchase or sale order, or other contract, commitment, agreement, 
instrument, obligation, arrangement, understanding, undertaking, whether oral or written (including 
all amendments to any of the forgoing). 
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(j) “Control” (including the terms “controlled”, “controlled by” and “under 
common control with”) means the possession, directly or indirectly or as trustee or executor, of the 
power to direct or cause the direction of the management and policies of a Person, whether through 
the ownership of stock, as trustee or executor, by contract or credit arrangement or otherwise. 

(k) “ERISA” means the Employee Retirement Income Security Act of 1974, as 
amended.  

(l) “ERISA Affiliate” means any corporation or trade or business (whether or not 
incorporated) which is considered a member of a controlled group of organizations within the 
meaning of Section 414(b), (c), (m), or (o) of the Code that includes any of the Companies, or is 
considered a single employer under “common control” with any of the Companies under Section 
4001(b)(1) of ERISA. 

(m) “Exchange Act” means the Securities Exchange Act of 1934, as amended, and 
the rules and regulations thereunder.  

(n) “Excluded Taxes” means: (i) any Taxes of the Companies for any Parent Tax 
Period; (ii) any Taxes of the Companies for any Pre-Closing Tax Straddle Period; (iii) any Taxes 
imposed as a result of any of the Companies being a member of any affiliated, consolidated, combined, 
or unitary Tax group at any time on or prior to the Closing Date pursuant to Treasury Regulation 
Section 1.1502-6 (or any similar provision of state, local or foreign Tax Law), or as a transferee or 
successor, by contract in existence at any time on or prior to the Closing Date, or otherwise; (iv) any 
Taxes arising from any breach by Parent or any of its Affiliates (other than a breach by the Companies 
after the Closing Date) of the covenant contained in Section 5.01(l) of this Agreement; (v) any Taxes 
arising from or in connection with any inaccuracy in or breach of any of the representations or 
warranties made by Parent in Section 3.12 of this Agreement; (vi) Transfer Taxes for which Parent is 
responsible pursuant to Section 5.16(h); and (vii) all costs and expenses, including reasonable out-of-
pocket legal, accounting, appraisal, consulting or similar fees, actually incurred by Purchaser or its 
Affiliates relating to the foregoing. 

(o) “GAAP Book Value” means the consolidated shareholder’s equity of the 
Companies determined in accordance with GAAP.   

(p) “Governmental Entity” means any federal, state, local or foreign government 
or subdivision thereof or any other governmental, administrative, judicial, taxing, arbitral, legislative, 
executive, regulatory or self-regulatory authority, instrumentality, agency, commission, or body. 

(q) “Insurance Contracts” means all insurance contracts, policies, certificates, 
binders, slips, covers, or other agreements of insurance, including all supplements, riders, and 
endorsements issued or written in connection therewith and extensions thereto, issued, renewed, or 
written by MIC on or prior to the Closing Date, and all renewals or reinstatements thereof, in each 
case that are in-force as of the Closing Date. 

(r) “Insurance Laws” means: (i) the Louisiana Insurance Code; (ii) the Texas 
Insurance Code; (iii) the Florida Insurance Code; (iv) all rules, regulations, judgments, orders, rulings, 
opinions, and guidance promulgated or otherwise disseminated by the Insurance Regulators; and (v) 
all other Laws relating to any of the foregoing. 



 

-5- 

(s) “Insurance Regulators” mean, collectively: (i) the Louisiana Department of 
Insurance; (ii) the Texas Department of Insurance; (iii) the Florida Office of Insurance Regulation; 
and (iv) all other Governmental Entities regulating the business of the Companies. 

(t) “Intellectual Property” means any and all intellectual property rights arising 
from or associated with any of the following, whether protected, created or arising under the laws of 
the United States or any other jurisdiction: (i) trade names, trademarks, and service marks (registered 
and unregistered), trade dress and similar rights, and applications (including intent to use applications) 
to register any of the foregoing (collectively, “Marks”); (ii) domain names and other Internet addresses 
or identifiers; (iii) patents and patent applications (collectively, “Patents”); (iv) copyrights (registered 
and unregistered) and applications for registration (collectively, “Copyrights”); (v) know-how, 
inventions, methods, processes, customer lists, technologies, trade secrets, works of authorship and 
any other information of any kind or nature, in each case to the extent any of the foregoing derives 
economic value (actual or potential) from not being generally known to other Persons who can obtain 
economic value from its disclosure; and (vi) any other proprietary, intellectual or industrial property 
rights of any kind or nature. 

(u) “Intentional Breach” means a material breach that is a consequence of an act 
voluntarily undertaken by the breaching party with the actual knowledge that the taking of such act 
would, or would reasonably be expected to, cause a breach of this Agreement. 

(v) “Intercompany Payables” means all account, note, or loan payables and all 
advances (cash or otherwise) or any other Loans that are payable by Parent or any of its Subsidiaries 
(other than the Companies) to the Companies.  

(w) “Intercompany Receivables” means all account, note, or loan payables and all 
advances (cash or otherwise) or any other Loan that is receivable by Parent or any of its Subsidiaries 
(other than the Companies) from the Companies.  

(x) “IRS” means the U.S. Internal Revenue Service.  

(y) “IT Assets” means computers, computer software, source and object code, 
firmware, servers, websites, applications, systems, work-stations, routers, hubs, switches, data 
communications lines, and all other information technology equipment that is owned, directly 
operated, rented, or licensed by any of the Companies.  

(z) “Knowledge” of: (i) Parent means the actual knowledge after reasonable due 
inquiry of the individuals set forth on Section 1.01(z) of the Parent Disclosure Letter into the relevant 
matter; and (ii) Purchaser means the actual knowledge after due inquiry of the individuals set forth on 
Section 1.01(z) of the Purchaser Disclosure Letter into the relevant matter. 

(aa) “Law” means any federal, state, local, foreign, or multinational law, statute, 
ordinance, rule, code, regulation, order, judgment, directive, writ, injunction, arbitration award, agency 
requirement, decree, or other legally enforceable requirement issued, enacted, promulgated, entered 
into, agreed, or imposed by any Governmental Entity. “Laws” includes all Insurance Laws. 

(bb) “Lien” means any security interest, pledge, bailment (in the nature of a pledge 
or for purposes of security), mortgage, deed of trust, the grant of a power to confess judgment, 
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conditional sales and title retention agreement (including any lease in the nature thereof), charge, 
encumbrance, easement, reservation, restriction, right of first refusal or first offer, options, or other 
similar arrangement or interest in real or personal property. 

(cc) “Losses” means all losses, damages, liabilities, claims, interest, penalties, fines, 
judgments, and settlements, including actual and documented costs and expenses in connection with 
reasonable attorney’s fees; provided, that in calculating a party’s Losses, any special, expectation, 
indirect, consequential, punitive, exemplary or incidental losses or damages, loss of future revenue or 
income, loss of reputation or opportunity, loss of goodwill, diminution of value, or damages based on 
any type of multiple, whether based in contract, tort, strict liability or otherwise (in each case other 
than any such losses or damages to the extent actually paid to third parties in connection with a Third-
Party Claim) shall be excluded.  

(dd) “NASDAQ” means the NASDAQ Global Select Market.  

(ee) “Parent Tax Period” means any Taxable year or period ending on or prior to 
December 31, 2018. 

(ff) “Permitted Liens” means: (i) Liens for Taxes and assessments not yet past due 
or the amount or validity of which is being contested in good faith by appropriate proceedings and 
for which reserves have been established in accordance with GAAP; (ii) mechanics’, workmen’s, 
repairmen’s, warehousemen’s, and carriers’ Liens arising in the ordinary course of business of the 
Companies consistent with past practice; (iii) restrictions on transfers under applicable securities Laws; 
(iv) any zoning, building code, land use, planning, entitlement, environmental or similar laws or 
regulations imposed by any Governmental Entities as a matter of general application; (v) workers’ or 
unemployment compensation Liens arising in the ordinary course of business; (vi) the interests of 
lessors in equipment leased or loaned; (vii) any Liens that will be discharged or released either prior 
to, or simultaneously with, the Closing; and (viii) any Liens created by Purchaser or any of its Affiliates.  

(gg) “Person” means an individual, corporation, partnership, limited liability 
company, association, trust, or other entity or organization, including any Governmental Entity.  

(hh) “Pre-Closing Tax Straddle Period” means with respect to any Taxable period 
which begins on or prior to, and ends after, the Closing Date, any portion of such period ending on 
and including the Closing Date. 

(ii) “Producer” means the agents, brokers, producers, managing general agents, 
third-party administrators, managing agents, managing general underwriters, or intermediaries, 
whether appointed by MIC or not, through whom or which any policyholder has or may have secured 
any Insurance Contract with MIC. 

(jj) “Purchaser Material Adverse Effect” means any event, change, circumstance, 
occurrence, effect, or state of facts that: (i) is, or would reasonably be expected to be, materially adverse 
to the business, assets, liabilities, condition (financial or otherwise), or results of operations of 
Purchaser and its Subsidiaries, taken as a whole; or (ii) prevents or materially impairs the ability of 
Purchaser to consummate, or prevents or materially delays, the Closing or any of the other 
Transactions; provided, that a Purchaser Material Adverse Effect shall not include any event, change, 
circumstance, occurrence, effect or state of facts to the extent: (A) generally affecting insurance 
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companies, insurance holding companies, or the economy as a whole; (B) arising from or relating to 
any outbreak or escalation of hostilities or declared or undeclared acts of war or terrorism (other than 
any of the foregoing that causes any damage or destruction to (I) any facility or property of the 
Purchaser or its Subsidiaries, or otherwise renders them physically unusable or inaccessible, or (II) any 
property that is insured by Purchaser or any of its Subsidiaries pursuant to policies written by 
Purchaser or any of its Subsidiaries, in either event to the extent to which either (i) or (ii) above is true 
with respect thereto); (C) reflecting or resulting from changes in Law or GAAP or regulatory 
accounting requirements or published interpretations thereof that generally affects insurance 
companies or insurance holding companies; (D) arising from or relating to any general economic or 
political conditions; (E) arising from or relating to any changes in financial, banking or securities 
markets in general, including any disruption thereof and any decline in the price of any security or any 
market index or any change in prevailing interest rates; (F) arising from or relating to any action 
required or permitted by this Agreement or any action taken (or omitted to be taken) with the written 
consent or at the written request of Parent or the Companies; (G) arising from or relating to any 
breach by Parent or the Companies of this Agreement or the Confidentiality Agreement; (H) arising 
from or relating to any natural or man-made disaster or acts of God, other than any of the foregoing 
to the extent that either (i) or (ii) above is true with respect thereto as a result of claims being made 
under insurance policies written by Purchaser or its Subsidiaries; or (I) arising from the announcement, 
pendency, or completion of the Transactions; except, with respect to clauses (A), (B), (C), (D), or (E) 
of this Section 1.01(jj), to the extent that the impact of such event, change, circumstance, occurrence, 
effect, or state of facts has a materially disproportionately adverse effect on Purchaser and its 
Subsidiaries, taken as a whole, as compared to similarly situated companies.  

(kk) “Purchaser Plan” means all Benefit Plans: (i) contributed, sponsored by, or 
maintained by the Purchaser or its Subsidiaries; (ii) under which any employee, former employee, 
director, officer, independent contractor, or consultant of Purchaser or its Subsidiaries has any present 
or future right to benefits; or (iii) under which Purchaser or its Subsidiaries has any present or future 
liability.  

(ll) “Purchaser SEC Documents” means all forms, reports, schedules, statements 
and other documents required to be filed or furnished by Purchaser under the Securities Act, under 
the Exchange Act, or under the securities regulations of the SEC (together with all exhibits and 
schedules thereto and all information incorporated therein by reference). 

(mm) “Representatives” means, with respect to any Person, any director, officer, 
employee, investment banker, financial advisor, attorney, accountant or other advisor, agent, or 
representative of such Person.  

(nn) “Sarbanes-Oxley Act” means the Sarbanes-Oxley Act of 2002, as amended, 
and the rules and regulations promulgated thereunder.  

(oo) “SEC” means the U.S. Securities and Exchange Commission.  

(pp) “Securities Act” means the Securities Act of 1933, as amended, and the rules 
and regulations thereunder.  

(qq) “Significant Subsidiary” has the meaning assigned to such term in Regulation 
S-X promulgated by the SEC.  
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(rr) “Statutory Accounting Principles” means the accounting practices prescribed 
or permitted by the Insurance Regulators to be used in connection with the preparation of financial 
statements of an insurance or reinsurance (or similar) company in effect at the time such financial 
statements in question are prepared.  

(ss) “Statutory Surplus” means the aggregate amount of MIC’s statutory capital 
and surplus, as determined in accordance with the Statutory Accounting Principles and applied on a 
consistent basis throughout the periods involved. 

(tt) “Stock Consideration” means a number of shares of Purchaser Common 
Stock equal to: (i) Twenty-Five Million Five Hundred Thousand and No/100 Dollars ($25,500,000); 
divided by (ii) the weighted average closing price per share of the Purchaser Common Stock on 
NASDAQ during the twenty (20) trading days immediately preceding the Closing Date. 

(uu) “Straddle Period” means, with respect to the Companies, any taxable period 
beginning on or prior to and ending after the Closing Date.  

(vv) “Subsidiary” means, with respect to any Person, any other Person of which 
stock or other equity interests having ordinary voting power to elect more than fifty percent (50.0%) 
of the board of directors or other governing body are owned, directly or indirectly, by such first 
Person.  

(ww) “Surplus Notes” means, collectively, each Surplus Note (Non-Negotiable) 
dated December 21, 2015, September 29, 2016, September 28, 2017, December 28, 2017, November 
14, 2018, December 27, 2018 and at a time subsequent to this Agreement, each given by MIC to the 
order of Parent.  “Surplus Note” means one of the Surplus Notes, as the context requires. 

(xx) “Tax Contest” means any federal, state, local, or foreign audit, examination, 
refund litigation, adjustment in controversy, or other administrative proceeding or court proceeding.  

(yy) “Taxes” means any federal, state, local or foreign income, gross receipts, 
property, sales, use, license, excise, franchise, employment, payroll, withholding, escheat and/or 
unclaimed property, premium, alternative or add on minimum, ad valorem, transfer or excise tax, or 
any other tax, custom, duty, governmental fee, or other like assessment or charge of any kind 
whatsoever, including, without limitation, all interest, penalties, and additions imposed with respect to 
such amounts, imposed by any Governmental Entity.  

(zz) “Tax Returns” means all domestic or foreign (whether national, federal, state, 
provincial, local or otherwise) returns, declarations, statements, reports, schedules, forms, claims for 
refund, and information returns relating to Taxes and including any attachment thereto or amendment 
thereof.  

(aaa) “Transaction Documents” means this Agreement and any certificate and other 
agreements and documents delivered in connection herewith.  

(bbb) “Transaction Expenses” means, without duplication, the collective amount 
due and payable by the Companies (and not the Parent) but unpaid as of the Closing Date for: (i) any 
fees, costs, and expenses, including, without limitation, those of counsel, accountants, investment 
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bankers, broker’s, finder’s or other advisors or service providers, of the Companies that are incurred 
by the Companies in connection with the negotiation, drafting, and execution of this Agreement and 
the consummation of the Transactions; and (ii) the sum of (A) any retention, change in control, 
incentive or similar bonuses payable by the Companies as a result of the execution of this Agreement 
and the consummation of the Transactions, and (B) the employer portion of any payroll, withholding, 
social security, unemployment or other similar employer Taxes and “tax gross-up” payments 
associated with any payment made under the preceding clause (A). 

(ccc) “Transactions” means the Equity Sale and the other transactions contemplated 
by this Agreement.  

Section 1.02 Interpretation. 

(a) The table of contents and article and section headings are for reference 
purposes only and do not limit or otherwise affect any of the substance of this Agreement. The 
definitions contained in this Agreement are applicable to the singular as well as the plural forms of 
such terms.  All pronouns and any variations thereof refer to the masculine, feminine or neuter, 
singular or plural, as the context may require. If a word or phrase is defined, the other grammatical 
forms of such word or phrase have a corresponding meaning. Any capitalized terms used in any 
Exhibit but not otherwise defined therein shall have the meaning set forth in this Agreement. The 
words “include,” “includes” or “including” are to be deemed followed by the words “without 
limitation.” The words “herein,” “hereof” or “hereunder,” and similar terms are to be deemed to refer 
to this Agreement as a whole and not to any specific Section. All references to “dollars” or “$” in this 
Agreement are to United States dollars. The phrase “made available” means any document or other 
information that was included in the virtual data room of Parent located at 
http://datasiteone.merrillcorp.com forty-eight (48) hours prior to the execution and delivery of this 
Agreement (or following such time pursuant to a Parent Supplement).  This Agreement is the product 
of negotiation by the parties, having the assistance of counsel and other advisors, and the parties 
intend that this Agreement not be construed more strictly with regard to one party than with regard 
to any other party. 

(b) In this Agreement, except as context may otherwise require, references:  

(i) to “this Agreement” are to this Agreement, as amended, modified or 
supplemented in accordance with this Agreement, and the Schedules and Exhibits to it, taken 
as a whole;  

(ii) to any “statute” or “regulation” are to such statute or regulation as 
amended, modified, supplemented or replaced from time to time; and to any section of any 
statute or regulation are to any successor to such section and any regulation or rule 
promulgated thereunder; and 

(iii) to any “Governmental Entity” include any successor to that 
Governmental Entity. 

ARTICLE II. 

PURCHASE AND SALE 
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Section 2.01 Purchase and Sale. On the terms and subject to the conditions set forth herein, 

at the Closing:  

(a) Parent shall sell, convey, assign, and transfer to Purchaser, and Purchaser shall 
purchase, acquire, and accept from Parent, all Company Equity that is issued and outstanding, free 
and clear of any and all Liens (other than restrictions on transfer which arise under applicable securities 
Laws or the Transaction Documents) (the “Equity Sale”); and 

(b) Subject to the satisfaction or waiver by the applicable party of all conditions 
precedent, Purchaser shall pay, or cause to be paid, to Parent, in the manner set forth herein: (i) the 
Stock Consideration; (ii) an amount equal to the Cash Consideration ((i) and (ii), collectively, the 
“Purchase Price”); and (iii) Purchaser shall cause or permit MIC to repay (1) the face amount of the 
Surplus Notes in an amount not to exceed Eighteen Million and No/100 Dollars ($18,000,000.00) 
plus (2) all accrued but unpaid interest on such Surplus Notes, other than default rates of interest, 
penalties, late fees, fines, and other related charges ((1) and (2) being the “Surplus Note Payment”). 

Section 2.02 Closing. The closing of the Transactions (the “Closing”) shall take place 
through an exchange of consideration and documents using overnight courier service, wire transfers, 
electronic mail and facsimile, as applicable, on the date that is agreed to between Parent and Purchaser 
(the “Closing Date”).  The Closing shall be deemed to be effective at 12:01 a.m. on the day immediately 
after the Closing Date.  Parent and Purchaser shall each use their commercially reasonable best efforts 
to cause all of the conditions set forth in Article VI to be satisfied, and for the Closing to be 
consummated, on or before June 30, 2019 (the “Target Closing Date”).  In the event that the Closing 
is not consummated on or before the Target Closing Date and the Agreement has not been terminated 
pursuant to Article VII, then Parent and Purchaser shall each use their commercially reasonable best 
efforts to cause all of the conditions set forth in Article VI to be satisfied, and for the Closing to be 
consummated, on or before December 31, 2019; provided that, the parties agree that, if the Closing 
does not occur on or before the Target Closing Date, then (a) the Closing will not occur before 
November 30, 2019 and (b) the parties shall use their commercially reasonable best efforts to 
consummate the Closing on November 30, 2019 or as soon thereafter as reasonably practicable. 

Section 2.03 Deliveries at Closing. At the Closing, in accordance with the terms and 
conditions set forth in this Agreement: 

(a) Parent shall, or shall cause the Companies to:  

(i) deliver to Purchaser certificates evidencing all the shares of Company 
Equity issued by MM and MIC and outstanding, duly endorsed in blank or accompanied by 
stock powers duly executed in blank by Parent, in form and substance reasonably satisfactory 
to Purchaser;  

(ii) deliver to Purchaser an assignment of membership interest with 
respect to all Company Equity issued by CC and outstanding, duly executed by Purchaser, in 
form and substance reasonably satisfactory to Purchaser and, if any membership interest 
issued by CC is certificated, deliver all certificates evidencing the membership interest; 

(iii) deliver to Purchaser all of the minute books, stock ledgers, and similar 
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corporate records and corporate seals of the Companies; 

(iv) deliver to Purchaser the certificate referred to in Section 6.02(d); 

(v) deliver to Purchaser the Reinsurance Capacity Right of First Refusal 
Agreement in the form attached hereto as Exhibit B; 

(vi) deliver to Purchaser the Standstill Agreement in the form attached 
hereto as Exhibit C; 

(vii) deliver to Purchaser the Registration Rights Agreement in the form 
attached hereto as Exhibit D 

(viii) deliver to Purchaser the Investment Advisory Agreement in the form 
attached hereto as Exhibit E; 

(ix) deliver to Purchaser written resignations of, or appropriate board 
resolutions effecting the removal of, all the directors and corporate officers of each of the 
Companies, and such other officers of the Companies set forth on Section 2.03(a)(ix) of the 
Parent Disclosure Letter (in each case other than those officers as may be specified in writing 
by Purchaser prior to Closing) from their positions as directors or officers of the Companies, 
with such resignations or removal to be effective as of the Closing;  

(x) deliver to Purchaser a duly executed and acknowledged certificate, in 
form and substance reasonably acceptable to Purchaser and in compliance with the Code and 
Treasury Regulations, certifying such facts as to establish that the sale of Company Equity and 
any other Transactions are exempt from withholding pursuant to Section 1445 of the Code; 
and 

(xi) deliver to Purchaser each original Surplus Note, marked “PAID IN 
FULL” by Parent if such Surplus Note is paid in full. 

(b) Purchaser shall:  

(i) deliver to Parent certificates or, if uncertificated, other evidence of 
ownership representing, the Stock Consideration (or, if applicable, other similar 
documentation evidencing the Stock Consideration), registered in the name of Parent;  

(ii) deliver to Parent the certificate referred to in Section 6.03(c);  

(iii) deliver to Parent the agreements listed in Section 2.03(a)(v) through 
(viii); 

(iv) pay to Parent an amount equal to the Cash Consideration by wire 
transfer of immediately available funds to one account to be designated in writing by Parent 
to Purchaser no later than two (2) Business Days prior to the Closing Date;  

(v) cause or permit MIC to make the Surplus Note Payment to Parent on 
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the Closing Date; and  

(vi) copies (or other evidence) of all Requisite Regulatory Approvals from 
all Insurance Regulators required to be obtained, filed or made by Purchaser pursuant to 
Section 5.05. 

Section 2.04 Tax Treatment; Purchase Price Allocation.  

(a) Parent shall join with Purchaser and the Companies in making, and shall take 
any and all actions necessary to effect, an election under Section 338(h)(10) of the Code, and any 
corresponding election under state, local, and foreign Law, with respect to the purchase and sale of 
the Company Equity issued by MM and MIC (collectively, a “Section 338(h)(10) Election”). Parent 
shall include any income, gain, loss, deduction, or other Tax item resulting from the Section 338(h)(10) 
Election on its Tax Returns to the extent required by Law, including (but not limited to): (y) any Tax 
imposed under Treas. Reg. Sec. 1.338(h)(10)-1(d)(2); or (z) any state, local, or non-U.S. Tax imposed 
on the Companies gain.  Parent and Purchaser shall, within ten (10) days prior to the date such forms 
are required to be filed under applicable Law, exchange completed and executed copies of IRS Forms 
8023, 8594 and 8883, required schedules thereto, and any similar state, local, or foreign forms. The 
completed and executed IRS Forms 8594 and 8883 shall reflect the allocation schedule agreed to by 
Parent and Purchaser pursuant to Section 2.04(b).  To the extent permitted by Law, Parent and 
Purchaser shall report (i) the purchase and sale of the common stock of MM and MIC as a “qualified 
stock purchase” and consistent with the Section 338(h)(10) Election and (ii) the purchase and sale of 
the membership interests of CC as a purchase of all of the assets of CC, and shall take no position 
inconsistent therewith in any Tax Return, any proceeding before any Governmental Entity, or 
otherwise. 

(b) Purchase Price Allocation. Purchaser and Parent agree that the Purchase Price 
and the liabilities of the Companies and any other relevant items shall be allocated among the assets 
of the Companies for Tax purposes using the methodology shown on the allocation schedule attached 
hereto as Exhibit A.  Purchaser and Parent shall not take a position on any Tax Returns, before any 
Governmental Entity charged with the collection of any Tax, or in any judicial proceeding that is in 
any way inconsistent with the terms of this Section 2.04, and Purchaser and Parent shall file Forms 
8594 and 8883 with the IRS in a manner consistent with this allocation.  

Section 2.05 Withholding.  Purchaser acknowledges that it does not currently expect to be 
required to make any withholding or deduction to the amounts payable to Parent pursuant to this 
Agreement under current Law, so long as Parent complies with Section 2.03(a)(x) and the certifications 
contained in the certificate referenced in Section 2.03(a)(x) are true, correct, and complete. 
Notwithstanding any provision contained herein to the contrary, to the extent there is a change in 
applicable Law which requires that Purchaser withhold or deduct any amounts payable to Parent 
pursuant to this Agreement, Purchaser and its Affiliates shall be entitled to deduct and withhold from 
any payments made pursuant to this Agreement such amounts as it is required to deduct and withhold 
with respect to the making of any such payment under any applicable Law; provided, that Purchaser 
shall be required to provide written notice to Parent of the amount of such withholding or deduction 
as promptly as practicable after Purchaser becomes aware of any required withholding or deduction 
(and, in any event, at least ten (10) Business Days prior to the Closing), and Purchaser agrees to 
reasonably cooperate with Parent to reduce or eliminate any such withholding. To the extent that 
amounts are so withheld, and timely paid to the proper taxing authority pursuant to any applicable 
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Law, such withheld amounts shall be treated for all purposes of this Agreement as having been paid 
to such Person in respect of which such deduction and withholding was made.  

ARTICLE III. 

REPRESENTATIONS AND WARRANTIES OF PARENT 
 

Except as disclosed in the disclosure letter delivered by Parent to Purchaser prior to the 
execution of this Agreement (the “Parent Disclosure Letter”) and, as to any matter first arising after 
the Effective Date, any Parent Supplement (which sets forth, among other things, items the disclosure 
of which is necessary or appropriate either in response to an express disclosure requirement contained 
in a provision hereof or as an exception to one or more warranties contained in this Article III) (it 
being understood and agreed that any disclosure in any section of the Parent Disclosure Letter shall 
be deemed disclosed only with respect to the corresponding Section of this Article III and to any 
other any Section of this Article III to the extent that it is expressly cross-referenced in such Section 
of the Parent Disclosure Letter), Parent represents and warrants to Purchaser as of the Effective Date 
and as of the Closing (except to the extent made only as of a specified date, in which case as of such 
date) as follows: 
 

Section 3.01 Organization, Standing and Power.  

(a) Each of Parent and the Companies: (i) is an entity duly organized, validly 
existing and in good standing (with respect to jurisdictions that recognize such concept) under the 
Laws of the jurisdiction of its organization; (ii) has all requisite corporate or similar power and 
authority to own, lease and operate its properties and to carry on its business as now being conducted; 
and (iii) except as set forth on Section 3.01(a) of the Parent Disclosure Letter, is duly qualified or 
licensed to do business and is in good standing (with respect to jurisdictions that recognize such 
concept) in each jurisdiction in which the nature of its business or the ownership, leasing, or operation 
of its properties or assets makes such qualification or licensing necessary, except in the case of clause 
(iii), where the failure to be so qualified or licensed or in good standing would not, individually or in 
the aggregate, reasonably be expected to have a Company Material Adverse Effect.  

(b) Except as set forth on Section 3.01(b) of the Parent Disclosure Letter, Parent 
has previously made available to Purchaser true and complete copies of the articles or certificate of 
incorporation or organization, and bylaws or operating agreement (or comparable organizational 
documents), of each of the Companies in effect on the Effective Date, and each as so made available 
is in full force and effect. None of the Companies is in violation of any provision of such articles or 
certificate of incorporation and bylaws or operating agreement (or comparable organizational 
documents) of such Company, as applicable. 

Section 3.02  Company Equity.  

(a) The authorized capital stock of MIC consists of five million (5,000,000) shares 
of common capital stock, par value of One Dollar ($1.00) per share, and two million five hundred 
thousand (2,500,000) shares are issued and outstanding.  The authorized capital stock of MM consists 
of one thousand (1,000) shares of common stock, no par value, and all one thousand (1,000) shares 
are issued and outstanding.  There is only one class of membership interest issued and authorized by 
CC.  All the outstanding shares of capital stock of MM and MIC, and the entire outstanding 
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membership interest of CC: (i) are duly authorized, validly issued, fully paid and non-assessable and 
not subject to any preemptive or similar rights; and (ii) are owned by Parent. Except as set forth on 
Section 3.02(a) of the Parent Disclosure Letter, Parent has good and marketable title to, and is the 
sole record and beneficial owner, of all of the Company Equity, free and clear of any Liens (other than 
restrictions on transfer which arise under applicable securities Laws or the Transaction Documents). 
Upon consummation of the Closing, Parent will deliver to Purchaser good and marketable title to all 
such Company Equity, free and clear of any Liens (other than restrictions on transfer which arise 
under applicable securities Laws or the Transaction Documents). 

(b) None of the Companies has outstanding any bonds, debentures, notes, or 
other similar obligations having the right to vote (or convertible into, or exchangeable or exercisable 
for, securities having the right to vote) with the stockholders or members, as applicable, of the 
Companies on any matter.  Except for this Agreement, as otherwise disclosed in Item 1 of Section 
3.02(b) of the Parent Disclosure Letter, as set forth above in Section 3.02(a), and the shares of capital 
stock or other voting securities or equity interests of each Company that are owned, directly or 
indirectly, by Parent, there are no outstanding: (i) shares of capital stock or other voting securities or 
equity interests of any Company; (ii) securities of the Companies convertible into or exchangeable or 
exercisable for shares of capital stock or other voting securities or equity interests of the Companies; 
(iii) stock appreciation rights, “phantom” stock rights, performance units, interests in or rights to the 
ownership or earnings of the Companies or other equity equivalent or equity-based award or right; 
(iv) subscriptions, options, warrants, calls, commitments, Contracts or other rights to acquire from 
the Companies, or obligations of the Companies to issue, register, transfer, or sell any shares of capital 
stock of the Companies, voting securities, equity interests or securities convertible into or 
exchangeable or exercisable for capital stock or other voting securities or equity interests of the 
Companies or rights or interests described in clause (iii); or (v) obligations of the Companies to 
repurchase, redeem or otherwise acquire any such securities or to issue, grant, deliver, register, transfer 
or sell, or cause to be issued, granted, delivered, registered, transferred or sold, any such securities. 
Except for this Agreement and as set forth in Item 2 of Section 3.02(b) of the Parent Disclosure 
Letter, there are no stockholder agreements, voting trusts or other agreements or understandings to 
which the Companies are a party or on file with the Companies with respect to the holding, voting, 
registration, redemption, repurchase or disposition of, or that restricts the transfer of, any capital stock 
or other equity interest of any Company. None of the Companies has any trust preferred or 
subordinated debt securities or other similar securities issued or outstanding. 

(c) Except as set forth on Section 3.02(c) of the Parent Disclosure Letter, none of 
the Companies is a party to any agreement pursuant to which any Person is entitled to elect, designate, 
or nominate any director of a Company.  

Section 3.03 Subsidiaries.  Except as set forth in Item 1 of Section 3.03 of the Parent 
Disclosure Letter, none of the Companies has any Subsidiary or holds any equity interest in any other 
Person.  Except as set forth in Item 2 of Section 3.03 of the Parent Disclosure Letter, no Company 
has an obligation to make, and there is no Contract in effect that would penalize a Company for failing 
to make, a capital contribution, to answer a capital call, or to make a Loan or any other investment or 
advance of cash, property, or other assets to any other Person. 

Section 3.04 Authority. 

(a)  Each of Parent and the Companies has all necessary corporate or company 
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power and authority to execute, deliver, and perform its obligations under this Agreement and to 
consummate the Transactions. The execution, delivery, and performance of this Agreement by Parent 
and the Companies, and subject to the Requite Company Vote, the consummation by Parent and the 
Companies of the Transactions, have been duly and validly approved by all necessary corporate or 
company action on the part of Parent and the Companies, and the Board of Directors of Parent, MM, 
and MIC, and the managers of CC.  Except for the Requisite Company Vote, no other corporate or 
company proceedings on the part of Parent or the Companies are necessary to approve this Agreement 
or to consummate the Transactions. This Agreement has been duly executed and delivered by each of 
Parent and the Companies and, assuming the due authorization, execution, and delivery by Purchaser, 
constitutes a valid and binding obligation of Parent and the Companies, enforceable against each of 
them in accordance with its terms (except to the extent that enforceability may be limited by applicable 
bankruptcy, insolvency, moratorium, reorganization, fraudulent transfer or similar Laws affecting the 
enforcement of creditors’ rights generally or by general principles of equity).  

(b) Except for approval by Persons holding a majority of all issued and 
outstanding shares of the common stock of Parent (the “Requisite Company Vote”), no vote of the 
stockholders of Parent or the holders of any other securities of Parent (equity or otherwise) is required 
by any applicable Law or the organizational documents of Parent to consummate the Transactions.  

Section 3.05 No Conflict; Consents and Approvals.  

(a) The execution, delivery and performance of this Agreement by Parent and the 
Companies do not, and the consummation of the Transactions and compliance by Parent and the 
Companies with the provisions hereof do not, and will not, conflict with, violate any right of first 
refusal held by any Person, or result in any violation or breach of, or default (with or without notice 
or lapse of time, or both) under, or give rise to a right of, or result in, termination, cancellation, 
modification, or acceleration of any obligation or remedy or to the loss of a material benefit under, or 
result in the creation of any Lien (other than a Permitted Lien) in or upon any of the properties, assets, 
or rights of Parent or the Companies under, any provision of: (i) subject to the Requisite Company 
Vote and the filings related thereto, the organizational documents of Parent or any Company; (ii) 
except as set forth on Section 3.05(a) of the Parent Disclosure Letter, any Material Contract to which 
Parent or the Companies is a party or by which Parent or the Companies or any of their respective 
properties or assets may be bound; or (iii) subject to the governmental filings and other matters 
referred to in Section 3.05(b), any Law or any rule or regulation of any self-regulatory authority 
applicable to Parent or the Companies or by which Parent or any of the Companies or any of their 
respective properties or assets may be bound, except, in the cases of clauses (ii) and (iii), as would not, 
individually or in the aggregate, reasonably be expected to have a Company Material Adverse Effect.  

(b) Except as set forth in Section 3.05(b) of the Parent Disclosure Letter, no 
consents, approvals, orders, or authorizations of, or registrations, declarations or filings with or notices 
to, any Governmental Entities or any third party are required to be made or obtained by Parent or any 
of the Companies in connection with the execution, delivery, or performance by Parent of this 
Agreement or to consummate the Transactions, except for: (i) filings of applications and notices with, 
receipt of approvals or no objections from, and the expiration of related waiting periods required by, 
the Louisiana Department of Insurance and the Florida Office of Insurance Regulation; (ii) the 
Requisite Regulatory Approvals and the filings related thereto; (iii) the Requisite Company Vote and 
the filings related thereto; (iv) filings of applications and notices with, receipt of approvals or non-
objections from, the state securities authorities, applicable securities exchanges (e.g., NASDAQ) and 
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self-regulatory organizations; and (v) such other consents, approvals, orders, or authorizations of, or 
registrations, declarations or filings with or notices to, any Governmental Entities or any third party 
the failure of which to be obtained or made would not, individually or in the aggregate, reasonably be 
expected to have a Company Material Adverse Effect. 

(c) The Board of Directors of Parent has: (i) unanimously (A) approved and 
declared advisable this Agreement and the Transactions upon the terms and conditions set forth in 
this Agreement, (B) determined that this Agreement and the Transactions are expedient and in the 
best interests of Parent and its stockholders, and (C) resolved to recommend that the stockholders of 
Parent approve and adopt this Agreement (the “Company Recommendation”); and (ii) directed that 
this Agreement be submitted to the stockholders of Parent for their approval and adoption. 

Section 3.06 Financial Statements and Value of Companies.  

(a) Parent has previously made available to Purchaser true and complete copies of 
the audited consolidated financial statements of the Parent (including the related notes thereto) for 
the fiscal years ended December 31, 2015, 2016 and 2017, the unaudited consolidated financial 
statements (including the related notes thereto) for the nine (9) month period ending September 30, 
2018, and consolidating statements presenting the financial information for each of the Companies 
for the periods stated above (collectively, the “Financial Statements”). The Financial Statements have 
been prepared in accordance with United States generally accepted accounting principles (“GAAP”) 
applied on a consistent basis during the periods involved (except as may be expressly indicated in the 
notes thereto and subject, in the case of unaudited statements, to the absence of notes) and fairly 
present in all material respects the consolidated financial position of the Companies as of the dates 
thereof and their respective consolidated results of operations, capital and surplus, changes in 
shareholders’ equity, and changes in cash flows for the periods then ended (subject, in the case of 
unaudited statements, to normal and recurring year-end audit adjustments that were not, or are not 
expected to be, material in amount and the absence of notes). 

(b) Parent has previously made available to Purchaser true and complete copies of 
statutory financial statements of MIC for the fiscal years ended 2015, 2016, and 2017 (including all 
quarterly statements), and all statutory quarterly financial statements of MIC for the first three fiscal 
quarters of 2018 (collectively, the “STAT Financial Statements”).  The STAT Financial Statements 
have been prepared in accordance with the Statutory Accounting Principles and applied on a 
consistent basis throughout the periods involved, and fairly present in all material respects the financial 
position of MIC as of the dates thereof (subject, in the case of unaudited statements, to normal and 
recurring year-end audit adjustments that were not, or are not expected to be, material in amount and 
the absence of notes).  

(c) None of the Companies presently has, and since September 30, 2018 none of 
the Companies has incurred (except, in each case, as permitted by Section 5.01 or as set forth on 
Section 3.06(c) of the Parent Disclosure Letter), any material liabilities or obligations, whether accrued, 
absolute, contingent, or otherwise, known or unknown, whether due or to become due, which would 
be required to be reflected on a balance sheet prepared in accordance with any standard accounting 
principles prescribed or permitted by Law or Insurance Regulators, except for: (i) those liabilities fully 
accrued or reserved against in the Financial Statements and the STAT Financial Statements; (ii) 
liabilities and obligations incurred in the ordinary course of business consistent with past practice since 
September 30, 2018 and the Surplus Notes, including the incurrence of additional Surplus Notes; (iii) 
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any liabilities incurred with respect to the Transactions; (iv) other liabilities and obligations that 
individually or in the aggregate do not exceed Three Hundred Thousand and No/100 Dollars 
($300,000.00); and (v) any insurance claims  pursuant to insurance policies that were issued by MIC in 
its ordinary course of business consistent with past practices.  

(d) Except as set forth on Section 3.06(d) of the Parent Disclosure Letter, the 
books and records of the Companies have been, and are being, maintained in all material respects in 
accordance with applicable legal and accounting requirements and reflect only actual transactions. The 
records, systems, controls, data, and information of the Companies are recorded, stored, maintained, 
and operated under means (including any electronic, mechanical, or photographic process, regardless 
of whether computerized) that are in all material respects under the exclusive ownership and direct 
control of Parent or the Companies or their internal or external accountants (including accountants 
having expertise in Tax matters) (including all means of access thereto and therefrom) except for any 
non-exclusive ownership and non-direct control that would not reasonably be likely to be materially 
adverse to the system of internal accounting control of the Companies. Parent and the Companies 
have implemented and maintain a system of internal accounting controls effective to provide 
reasonable assurances that (i) transactions are executed in accordance with its management’s general 
or specific authorizations and (ii) transactions are recorded in conformity with GAAP consistently 
applied and applicable Law.  

(e) Except as set forth on Section 3.06(e) of the Parent Disclosure Letter, since 
December 31, 2017, none of the Companies nor, to the Knowledge of Parent, any director, officer, 
employee, auditor, accountant, or Representative of any Company, has received any written complaint, 
allegation, assertion, or claim regarding the accounting or auditing practices, procedures, 
methodologies, or methods of any one or more of the Companies or their respective internal 
accounting controls, including any complaint, allegation, assertion, or claim that the Companies has 
engaged in questionable accounting or auditing practices.  

(f) Parent and MIC maintain internal controls that are adequate to prepare and 
present financial statements that are free from material misstatement, prepared in accordance with 
GAAP or the Statutory Accounting Principles, as applicable, and reflect transactions that were 
executed in accordance with management’s authorizations. Except as set forth on Section 3.06(f) of 
the Parent Disclosure Letter, since December 31, 2016, neither Parent nor MIC has received any 
written notification of any “significant deficiency”, “material weakness”, or similar event relevant to 
the preparation and presentation of its Financial Statements filed with the SEC from the SEC, or of 
its STAT Financial Statements filed with the Insurance Regulators from the Insurance Regulators. 

(g) The Estimated Closing Date Balance Sheet (including, without limitation, all 
estimates and assumptions contained therein) was prepared by Parent in good-faith and in Parent’s 
commercially reasonable discretion, and was prepared in accordance with the same principles and 
methodologies used by Parent to prepare the Financial Statements (including, without limitation, 
GAAP applied on a consistent basis during the periods involved (except for the absence of some or 
all notes)). 

(h) All Taxes that had accrued, but were not yet due and payable, by the Parent or 
the Companies (or any other corporation merged into or consolidated with the Parent or the 
Companies), by the time of the most recent Financial Statements and the Estimated Closing Date 
Balance Sheet were properly accrued thereon in accordance with GAAP.   
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Section 3.07 Litigation.  Except as set forth in Item 1 of Section 3.07 of the Parent 
Disclosure Letter, there is no action, suit, charge, claim, arbitration, investigation, inquiry, grievance 
or other proceeding (each, an “Action”), whether judicial, arbitral, administrative or other, before or 
by any Governmental Entity, arbitrator, mediator, or other similar Person, that is pending or, to the 
Knowledge of Parent, threatened against or affecting the Companies or any of their respective 
properties or assets, or, to the Knowledge of Parent, any present or former officer, director, or 
employee of the Companies in such individual’s capacity as such that would, individually or in the 
aggregate, reasonably be expected to have a Company Material Adverse Effect.  Except as set forth in 
Item 2 of Section 3.07 of the Parent Disclosure Letter, none of the Parent nor the Companies, nor 
any of their respective properties or assets, is subject to any outstanding judgment, order, injunction, 
ruling, or decree of any Governmental Entity that would, individually or in the aggregate, reasonably 
be expected to have a Company Material Adverse Effect. 

Section 3.08 Compliance with Laws. 

(a) Except as set forth on Section 3.08(a) of the Parent Disclosure Letter, the 
Companies are presently, and at all times since December 31, 2016 have been, in compliance with all 
Laws applicable to their businesses, operations, properties or assets, including, without limitation: (i) 
the Sarbanes-Oxley Act of 2002; (ii) the Insurance Laws; and (iii) all other Laws relating to 
discriminatory business practices, in each case except where any non-compliance would not, 
individually or the aggregate, reasonably be expected to have a Company Material Adverse Effect.  

(b) Without limiting the generality of the foregoing provisions of Section 3.08(a), 
at all times since December 31, 2016, and except as set forth on Section 3.08(a) of the Parent 
Disclosure Letter: (i) to the extent that a Company marketed, sold, or issued Insurance Contracts or 
any other product or service, that Company did so in compliance, in all material respects, with all 
applicable Laws in the respective jurisdictions in which such Insurance Contracts and such products 
and services have been marketed, sold, or issued; (ii) all advertising, promotional, and sales materials 
and other marketing practices used by the Companies or, to the Knowledge of Parent, any agents and 
Representatives thereof, have complied and are currently in compliance, in each case, in all material 
respects, with all applicable Laws; (iii) the manner in which the Companies have compensated each 
Producer or any other Person involved in the sale or servicing of Insurance Contracts on behalf of 
the Companies is in compliance in all material respects with all applicable Laws; and (iv) the 
Companies have been in full compliance with all deposit, reserve, capital, net worth, and other 
financial requirements, including statutory and risk-based capital requirements, applicable to the 
Companies (collectively, the “Statutory Capital Requirements”), including without limitation all 
regulations, guidelines, directives, and orders of the Insurance Regulators. Except as set forth on 
Section 3.08(b) of the Parent Disclosure Letter, the Knowledge of Parent, there is no impending 
increase in the funds required to meet any Statutory Capital Requirements. 

(c) Except as set forth in Item 2 of Section 3.08(c) of the Parent Disclosure Letter: 
(i) the Companies presently have in effect, and at all relevant times since December 31, 2016 have 
held, all permits, licenses, variances, exemptions, authorizations, operating certificates, franchises, 
orders and approvals of all Governmental Entities (collectively, “Permits”) necessary for them to own, 
lease, or operate their properties and assets and to carry on their businesses and operations as now 
conducted; and (ii) to the Knowledge of Parent, no suspension or cancellation of any such Permits is 
threatened and there has occurred no violation of, default (with or without notice or lapse of time or 
both) under or event giving to others any right of revocation, non-renewal, adverse modification or 
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cancellation of, with or without notice or lapse of time or both, any such Permit, except where the 
failure to be in possession of, the suspension or cancellation of, the failure to be valid or in full force 
and effect of any of the Permits would not, individually or in the aggregate, reasonably be expected to 
be materially adverse to the Companies.  Item 1 of Section 3.08(c) of the Parent Disclosure Letter lists 
each material Permit that a Company possesses or has been granted, and which is necessary to conduct 
its business in the ordinary course, and which schedule specifies: (i) the jurisdiction that issued the 
Permit; (ii) the lines of insurance business for which such Company is licensed in such jurisdiction, as 
applicable; (iii) the date the Permit was issued, granted, or applied for, and the expiration date and 
status thereof; and (iv) any limitations or restrictions on the Permit. 

(d) Except as set forth in Section 3.08(d) of the Parent Disclosure Letter or as 
would not, individually or in the aggregate, reasonably be expected to have a Company Material 
Adverse Effect, since December 31, 2016, none of the Companies has received any written 
notification or communication from any Governmental Entity: (i) asserting that a Company is in 
default in any material respect under any applicable Laws or Permits; (ii) threatening to revoke any 
Permits; or (iii) requiring the Companies to enter into or consent to the issuance of a cease and desist 
order, formal or written agreement, directive, commitment, memorandum of understanding, board 
resolution, extraordinary supervisory letter, or other formal or informal enforcement action of any 
kind that imposes any restrictions on the conduct of the Companies’ business or that relates to its 
capital adequacy, its risk management policies, its dividend policy, its management, its business or its 
operations (any of the foregoing, a “Regulatory Agreement”), and none of the Companies has been 
advised in writing by any Governmental Entity that such Governmental Entity is contemplating 
issuing or requesting (or is considering the appropriateness of issuing or requesting) any such 
judgment, order, injunction, rule, agreement, memorandum of understanding, commitment letter, 
supervisory letter, decree or similar submission.  Except as set forth in Section 3.08(d) of the Parent 
Disclosure Letter, neither Parent nor any of the Companies is party to or subject to any Regulatory 
Agreement that would, individually or in the aggregate, reasonably be expected to have a Company 
Material Adverse Effect. 

(e) Except as set forth on Section 3.08(e) of the Parent Disclosure Letter, since 
December 31, 2016, the Companies have complied with applicable privacy requirements contained in 
any applicable federal and state privacy Law as well as with any posted or internal privacy policies 
relating to data protection or privacy, including the protection of personally identifiable information 
and customer information, except as would not, individually or in the aggregate, reasonably be 
expected to result in a Company Material Adverse Effect.  

(f) Except as set forth on Section 3.08(f) of the Parent Disclosure Letter, the 
Companies have timely filed all reports, forms, schedules, registrations, statements, and other 
documents, together with any amendments required to be made with respect thereto, that they were 
required to file since December 31, 2016 with any Governmental Entity and have paid all fees and 
assessments due and payable in connection therewith. Except as set forth on Section 3.08(f) of the 
Parent Disclosure Letter, as of their respective filing dates (and without giving effect to any 
amendments or modifications filed after the Effective Date with respect to reports and documents 
filed before the Effective Date), such reports, forms, schedules, registrations, statements, and other 
documents complied with applicable Law in all material respects. Except as set forth on Section 3.08(f) 
of the Parent Disclosure Letter, there is no unresolved violation or exception by any Governmental 
Entity with respect to any report, form, schedule, registration, statement, or other document filed by, 
or relating to any examinations by any such Governmental Entity of, the Companies.  
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Section 3.09 Benefit Plans.  

(a) All Benefit Plans: (i) contributed, sponsored by, or maintained by Parent or 
the Companies; (ii) under which any current or former employee, director, officer, independent 
contractor, or consultant of the Companies has any present or future right to benefits; or (iii) under 
which any of the Companies has any present or future liability, are referred to herein as the “Employee 
Plans.” Each Employee Plan is identified on Section 3.09(a) of the Parent Disclosure Letter. Section 
3.09(a) of the Parent Disclosure Letter separately identifies which Employee Plans are sponsored by 
the Companies (the “Company Plans”) and which Employee Plans are sponsored by Parent (the 
“Parent Plans”). 

(b) With respect to each Employee Plan, the Companies have furnished or made 
available to Purchaser a current, accurate and complete copy thereof and, to the extent applicable: (i) 
any related trust agreement or other funding instrument; (ii) the most recent determination or opinion 
letter of the IRS, if applicable; (iii) the most recent summary plan description; and (iv) for the most 
recent three years (A) the Form 5500 and attached schedules, (B) audited financial statements and (C) 
actuarial valuation reports.  Parent also has furnished and made available to Purchaser copies of any 
280G calculation prepared (whether or not final) with respect to any employee, director, or 
independent contractor of one of the Companies in connection with the Transactions (together with 
the underlying documentation on which such calculation is based).  

(c) With respect to each Employee Plan, except to the extent that the inaccuracy 
of any of the representations set forth in this Section 3.09, individually or in the aggregate, would not 
reasonably be expected to result in a material liability to the Companies:  

(i) each Employee Plan has been established and administered in 
accordance with its terms and in compliance with the applicable provisions of ERISA and the 
Code, and other applicable Law, and all contributions required to be made under the terms of 
any Employee Plan have been timely made;  

(ii) each Employee Plan intended to be qualified under Section 401(a) of 
the Code: (A) has received a favorable determination, advisory and/or opinion letter, as 
applicable, from the IRS that it is so qualified and, to the Knowledge of Parent, nothing has 
occurred since the date of such letter that would reasonably be expected to cause the loss of 
such qualified status of such  Employee Plan, or (B) is a volume submitter or prototype plan 
whose sponsor obtained a favorable opinion letter and on which letter the Companies are 
permitted to rely;  

(iii) there is no Action (including any investigation, audit, or other 
administrative proceeding) by the Department of Labor, the PBGC, the IRS, or any other 
Governmental Entity or by any plan participant or beneficiary pending or, to the Knowledge 
of Parent, threatened, relating to Employee Plans, any fiduciaries thereof with respect to their 
duties to Employee Plans or the assets of any of the trusts under any Employee Plans (other 
than routine claims for benefits) nor, to the Knowledge of Parent, are there facts or 
circumstances that exist that could reasonably give rise to any such Actions, and no written or 
oral communication has been received from the PBGC in respect of any Employee Plan 
subject to Title IV of ERISA concerning the funded status of any such plan or any transfer of 
assets and liabilities from any such plan in connection with the Transactions; and  
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(iv) to the Knowledge of Parent, no “reportable event” (as such term is 
defined in Section 4043 of ERISA), and no nonexempt “prohibited transaction” (as such term 
is defined in Section 406 of ERISA and Section 4975 of the Code), in each case whether or 
not waived, has occurred with respect to any Employee Plan.  

(d) Neither Parent, its Subsidiaries (including, without limitation, the Companies), 
nor any of their ERISA Affiliates has, within the preceding six (6) years, maintained, contributed to, 
been required to contribute, or otherwise had any liability with respect to a plan subject to Title IV or 
Section 302 of ERISA or Section 412 or 4971 of the Code. No Company Plan is a “multiemployer 
plan” (as defined in Section 4001(a)(3) of ERISA) and neither the Parent, the Companies, or any of 
their respective ERISA Affiliates has at any time within the preceding six (6) years sponsored or 
contributed to, or has or had any liability or obligation in respect of, any multiemployer plan. None 
of the Companies has any current or future obligation to provide post-retirement health, life, or other 
welfare benefits (other than as required by Section 4980B of the Code or any similar applicable Law).  

(e) Except as otherwise disclosed on Section 3.09(e) of the Parent Disclosure 
Letter, none of the Companies is a party to any Contract that will, directly or in combination with 
other events, result, separately or in the aggregate, in the payment, acceleration or enhancement of any 
benefit as a result of the Transactions, and neither the execution of this Agreement, nor the 
consummation of the Transactions will (either alone or in combination with another event): (i) result 
in severance pay or any increase in severance pay upon any termination of employment after the 
Effective Date; (ii) accelerate the time of payment or vesting or result in any payment or funding 
(through a grantor trust or otherwise) of compensation or benefits under, increase the amount payable 
or result in any other material obligation to, any of the Employee Plans; (iii) limit or restrict the right 
of any Company to merge, amend, or terminate any of the Employee Plans; or (iv) result in the 
payment of payments which would not be deductible under Section 280G of the Code. 

(f) No Employee Plan is maintained outside the jurisdiction of the United States, 
or provides compensation or benefits in respect of any Business Employee (or dependent thereof) 
residing or working outside the United States. 

(g) Except as contemplated by this Agreement, following the Closing, the 
Companies shall not have any liability under any Parent Plan whatsoever. 

Section 3.10 Labor Matters.  

(a) There are no collective bargaining agreements or other labor union Contracts, 
agreements or understandings applicable to any employees of the Companies. There is no labor 
dispute, strike, work stoppage or lockout in respect of any collective bargaining agreements or other 
labor union Contracts, agreements or understandings applicable to any employees of the Companies, 
or, to the Knowledge of Parent, threat thereof, by or with respect to any employees of the Companies, 
and there has been no labor dispute, strike, work stoppage or lockout in the previous three (3) years. 
To the Knowledge of Parent, there are no organizational efforts with respect to the formation of a 
collective bargaining unit presently being made or threatened involving employees of the Companies. 
None of the Companies has engaged or is engaging in any unfair labor practice (as defined under the 
National Labor Relations Act of 1935). The Companies are in compliance with all applicable Laws 
respecting employment and employment practices, terms and conditions of employment, wages, hours 
of work and occupational safety and health, and nondiscrimination in employment, except where the 
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failure to comply therewith would not, individually or in the aggregate, reasonably be expected to have 
a Company Material Adverse Effect. No Action asserting that the Companies has committed an unfair 
labor practice (within the meaning of the National Labor Relations Act of 1935) or seeking to compel 
the Companies to bargain with any labor organization as to wages or conditions of employment is 
pending or, to the Knowledge of Parent, threatened with respect to any of the Companies before the 
National Labor Relations Board, the Equal Employment Opportunity Commission or any other 
Governmental Entity.  

(b) None of the Companies is a party to, or otherwise bound by, any consent 
decree with, or citation by, any Governmental Entity relating to employees or employment practices. 
None of the Companies nor any of its or their executive officers has received within the past three (3) 
years any written notice of intent by any Governmental Entity responsible for the enforcement of 
labor or employment Laws to conduct an investigation relating to the Companies and, to the 
Knowledge of Parent, no such investigation is in progress. 

(c) Except as set forth in Section 3.10(c) of the Parent Disclosure Letter, no 
executive, key employee, independent contractor, or group of employees of any of the Companies has 
indicated any plans to terminate his or their employment or relationship with the Companies or to not 
continue his or her employment relationship with Purchaser after the Closing.   

(d) Section 3.10(d) of the Parent Disclosure Letter lists, for each employee of the 
Companies on the Closing Date: (i) the employee’s name; (ii) the employee’s salary or applicable wage 
rate; (iii) any bonus, commission, and other incentive, profit-sharing, and similar programs to which 
the employee is entitled to participate; (iv) all bonuses, commissions, and other incentive, profit-
sharing, and similar payments paid to the employee by Parent or the Companies in 2018; (v) all 
bonuses, commissions, and other incentive, profit-sharing, and similar payments that are estimated to 
be paid to the employee in 2019; (vi) the employee’s job title and primary job function; (vii) the 
employee’s hire date; (viii) the employee’s classification as exempt or non-exempt from overtime; (ix) 
whether the employee is full or part time; (x) whether the employee is a U.S. Citizen or green card 
holder and, if not, the employee’s visa status and visa expiration date; and (xi) for any employee on a 
leave of absence, the nature of such leave of absence and anticipated date of return to active 
employment or work.  

(e) To the Knowledge of Parent, in the immediately preceding five (5) year period, 
no allegations of sexual harassment have been made against: (i) any current executive officer or 
director of Parent or any of the Companies, or any of their respective Affiliates; or (ii) any current 
officer or employee of the Companies at the level of Vice President or above. 

Section 3.11 Environmental Matters.  

(a) None of Parent’s or the Companies’ conduct, nor their operation or, to the 
Knowledge of Parent any condition of any property presently or previously owned, leased, or operated 
by any of them (including in a fiduciary or agency capacity), materially violates or has materially 
violated Environmental Laws. There has been no release of any Hazardous Substance by Parent or 
any of the Companies in any manner that has given or would reasonably be expected to give rise to 
any remedial obligation, corrective action requirement or liability under applicable Environmental 
Laws.  Neither Parent nor any of the Companies has received any written claims, notices, demand 
letters, or requests for information (except for such claims, notices, demand letters, or requests for 
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information the subject matter of which has been resolved prior to the Effective Date) from any 
Governmental Entity or any other Person asserting that Parent or any of the Companies or the 
operation or condition of any property ever owned, leased, operated, or held as collateral or in a 
fiduciary capacity by any of them are or were in violation of or otherwise are alleged to have liability 
under any Environmental Law, including responsibility (or potential responsibility) for the cleanup or 
other remediation of any Hazardous Substances at, on, beneath, or originating from any such property.  
No Hazardous Substance has been disposed of, arranged to be disposed of, released or transported 
in violation of any applicable Environmental Law, or in a manner that has given rise to, or that would 
reasonably be expected to give rise to, any material liability under any Environmental Law, from any 
current or former properties or facilities by the Parent or the Companies or as a result of any 
operations or activities of Parent or the Companies at any location, and no other condition has existed 
or event has occurred with respect to the Parent or the Companies’ operations that, with notice or the 
passage of time, or both, would be reasonably likely to result in any material liability under 
Environmental Laws, and, to the Knowledge of Parent, Hazardous Substances are not otherwise 
present at or about any such properties or facilities in amount or condition that has resulted in or 
would reasonably be expected to result in material liability to the Parent or the Companies under any 
Environmental Law.  None of Parent, the Companies, or to the Knowledge of Parent any of their 
respective properties or facilities are subject to, or are, to the Knowledge of Parent, threatened to 
become subject to, any liabilities relating to any suit, settlement, court order, administrative order, 
regulatory requirement, judgment or claim asserted or arising under any Environmental Law or any 
agreement relating to environmental liabilities.  

(b) As used herein, “Environmental Law” means any Law relating to: (i) the 
protection, preservation or restoration of the environment (including air, surface water, groundwater, 
drinking water supply, surface land, subsurface land, plant and animal life or any other natural 
resource); or (ii) the exposure to, or the use, storage, recycling, treatment, generation, transportation, 
processing, handling, labeling, production, release or disposal of Hazardous Substances, including the 
Resource Conservation and Recovery Act, the Comprehensive Environmental Response, 
Compensation, and Liability Act, the Clean Water Act, the Clean Air Act and the Occupational Safety 
and Health Act; regulations promulgated thereunder, and state counterparts to the foregoing.  

(c) As used herein, “Hazardous Substance” means any substance listed, defined, 
designated, classified or regulated as a waste, pollutant or contaminant or as hazardous, toxic, 
radioactive or dangerous or any other term of similar import under any Environmental Law, including 
petroleum.  

Section 3.12 Taxes.  Except as set forth in Section 3.12 of the Parent Disclosure Letter: 

(a) All income and other Tax Returns required to have been filed by or with 
respect to the Parent or the Companies have been timely filed (taking into account any extension of 
time to file granted or obtained), and such Tax Returns are accurate and complete in all material 
respects. All Taxes shown to be payable on such Tax Returns have been paid or will be timely paid 
and all other Taxes required to be paid by Parent or the Companies have been paid or will be timely 
paid. No deficiency for any amount of Tax has been asserted or assessed by a Governmental Entity 
in writing against the Parent or the Companies that has not been satisfied by payment, settled or 
withdrawn. There are no Liens for Taxes on the assets of the Companies (except for statutory Liens 
for Taxes not yet due and payable). There are no outstanding waivers or agreements extending the 
period for assessment of Taxes for any period with respect to any Tax to which the Parent or the 
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Companies may be subject. No closing agreements, private letter rulings, technical advice memoranda 
or similar agreements or rulings have been entered into with or issued by any taxing authority within 
the three-year period immediately preceding the Effective Date with respect to the Parent or the 
Companies.  Except as set forth in Section 3.12(a) of the Parent Disclosure Letter, none of the Parent 
or the Companies is a party to or bound by or has any obligation under any Tax allocation sharing or 
similar agreement or arrangement. 

(b) Parent and the Companies have complied in all material respects with all 
applicable Laws relating to the payment and withholding of Taxes (including withholding of Taxes 
pursuant to Sections 1441, 1442, 3121 and 3402 of the Code and similar provisions under any other 
domestic or foreign tax Laws) and have, within the time and the manner prescribed by Law, withheld 
from and paid over to the proper Governmental Entities all amounts required to be so withheld and 
paid over under applicable Laws. Parent or the Companies have complied in all material respects with 
all information reporting requirements imposed by the Code (and similar provisions under any other 
domestic or foreign tax Laws).  

(c) There are no audits, claims or controversies now pending, or to the Knowledge 
of Parent, threatened in writing against or with respect to Parent or the Companies with respect to 
any Tax or failure to file any Tax Return.  

(d) Neither the Parent or any of the Companies has been a party to any 
distribution occurring in the last three (3) years in which the parties to such distribution treated the 
distribution as one to which Section 355 of the Code applied.  

(e) Neither the Parent or any of the Companies has participated in or has any 
liability or obligation with respect to any “listed transaction” within the meaning of Treasury 
Regulations Section 1.6011-4 or is a material advisor as defined in Section 6111 of the Code.  

(f) Except as set forth in Section 3.12(f) of the Parent Disclosure Letter, neither 
Parent or any of the Companies: (i) is or, since March 31, 2014, has been a member of an affiliated 
group filing a consolidated, joint, combined or unitary Tax Return (other than the affiliated group of 
which Parent is the common parent corporation); or (ii) has any liability for Taxes of any person 
arising from the application of Treasury Regulations Section 1.1502-6 or any analogous provision of 
state, local or foreign Law, or as a transferee or successor, by contract, or otherwise that have not been 
paid.  

(g) During the last three (3) years, no written claim has been made by any 
Governmental Entity that the Parent or any of the Companies (or the income or assets of the Parent 
or any of the Companies) may be subject to taxation by a jurisdiction where Tax Returns are not filed 
by or on behalf of the Parent or any of the Companies (or its income or assets). 

(h) Except as required by applicable Law, neither the Parent nor any of the 
Companies will be required, as a result of any change in accounting method for a Tax period beginning 
on or before the Closing Date, to include any adjustment under Section 481(c) of the Code (or any 
similar provision of state, local, or foreign Law) in taxable income for any taxable period beginning 
on or after the Closing Date. 

Section 3.13 Contracts.  
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(a) Section 3.13 of the Parent Disclosure Letter lists all of the following Contracts 
to which any of the Companies is a party or by which any of their respective properties or assets is 
bound:  

(i) all leases of real property that provides for annual payments of One 
Hundred Thousand and No/100 Dollars ($100,000.00) or more;  

(ii) all Contracts that contain any noncompetition or exclusive dealing 
agreements or “most favored nation” provision or other agreement or obligation that purports 
to materially limit or restrict in any respect the ability of the Companies (or, following the 
consummation of the Transactions, would limit the ability of the Companies) to compete in 
any line of business or with any Person or in any geographic area (other than as may be 
required by Law or any Governmental Entity) or which grants any right of first refusal, right 
of first offer or similar right or that limits or purports to limit the ability of the Companies (or, 
following consummation of the Transactions, Purchaser or any of its Affiliates) to own, 
operate, sell, transfer, pledge or otherwise dispose of any assets or business;  

(iii) all Contracts for, with respect to, or that contemplates, a possible 
merger, consolidation, reorganization, recapitalization or other business combination, or asset 
acquisition or sale or acquisition or sale of equity securities not in the ordinary course of 
business consistent with past practice, and all Contracts which relate to a merger, 
consolidation, reorganization, recapitalization, or other business combination, or asset 
acquisition or sale or acquisition or sale of equity securities and which contains representations, 
covenants, indemnities or other obligations (including indemnification, “earn-out” or other 
contingent obligations) that are still in effect;  

(iv) all Contracts relating to the borrowing of money or the deferred 
purchase price of property or services by a Company, or the guarantee by a Company of any 
obligations of a third party, including any sale and leaseback transactions, capitalized leases, 
and other similar financing transactions;  

(v) all Contracts that involve expenditures or receipts of a Company in 
excess of Fifty Thousand and No/100 Dollars ($50,000.00) per year;  

(vi) all Contracts that provide for future payments or obligations of a 
Company in excess of Fifty Thousand and No/100 Dollars ($50,000.00) in the aggregate and 
which by its terms does not terminate or is not terminable without penalty or payment upon 
notice of one hundred eighty (180) days or less;  

(vii) all employment agreements, severance agreements, retention 
agreements, change of control agreements, consulting agreements, or similar agreements that 
are with any director or executive officer; 

(viii) all Contracts with agents and other independent contractors of any of 
the Companies that are not based on one of the Companies’ standard form agreements that 
were previously delivered to Purchaser, or that are based on such a form but contain a material 
deviation to the form terms and provisions; 
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(ix) all Contracts creating a joint venture, franchise, partnership, limited 
liability company agreement, or similar arrangement, or relating to the operation, management 
or control of any partnership, franchise, or joint venture, in each case, with any third parties;  

(x) all Contracts which limits payments of dividends; and 

(xi) all license, development, consent, source code escrow, or similar 
agreement relating to Intellectual Property, and all agreements for the provision of or services 
relating to IT Assets, in each case, that are material to the business and operations of a 
Company, other than non-exclusive in-licenses to commercially available software for annual 
fees of less than Twenty-Five Thousand and No/100 Dollars ($25,000.00) per year. 

Each Contract of the type described in the foregoing clauses (i) through (x) is referred to herein as a 
“Material Contract.”  
 

(b) With respect to each Material Contract: 

(i) It is valid and binding on each Company to the extent that a Company 
is a party thereto, and to the Knowledge of Parent, each other party thereto, and is in full force 
and effect and enforceable in accordance with its terms, except to the extent that validity and 
enforceability may be limited by applicable bankruptcy, insolvency, moratorium, 
reorganization, or similar Laws affecting the enforcement of creditors’ rights generally or by 
general principles of equity or by principles of public policy.   

(ii) There is no material default by the Companies or, to the Knowledge 
of Parent, any other party thereto, and no event or condition has occurred that constitutes, or, 
after notice or lapse of time or both, would constitute, a material default on the part of the 
Companies or, to the Knowledge of Parent, any other party thereto, under any such Material 
Contract, nor has any Company received any written notice of any such default, event, or 
condition, or of any termination or non-renewal of any Material Contract. Parent has made 
available to Purchaser true and complete copies of all the Material Contracts, including any 
amendments thereto.  

Section 3.14 Insurance.  Section 3.14 of the Parent Disclosure Letter sets forth a true and 
complete list of all the insurance policies, binders, or bonds maintained by, or for the benefit of, the 
Companies. All of such policies, binders or bonds are in full force and effect, none of the Companies 
is in material default thereunder, and all premiums and other payments due under any such policy 
have been paid in full. No written notice of cancellation or termination has been received with respect 
to any such policy. There is no claim pending under any of such policies with respect to the Companies 
as to which coverage has been denied or disputed by the underwriters of such policies.  
Notwithstanding the foregoing, none of the representations contained in this Section 3.14 apply to 
reinsurance transactions. 

Section 3.15 Real and Personal Property.  

(a) Section 3.15(a) of the Parent Disclosure Letter sets forth a true and complete 
list of all real property leased or licensed by the Companies or otherwise occupied by the Companies. 
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(b) The Companies do not own any real property.  

(c) Except as set forth on Section 3.15(c) of the Parent Disclosure Letter, the 
Companies have good, valid, and marketable title to all tangible personal property owned by them, 
and a good, valid leasehold interest in the leased property and leased tangible assets leased by them, 
in each case free and clear of all Liens other than Permitted Liens.  

(d) Each of the Companies has complied with the material terms of all leases to 
which it is a party, and all such leases are valid and binding in accordance with their respective terms 
and in full force and effect, and there is not under any such lease any material existing default by the 
Companies or, to the Knowledge of Parent, any other party thereto, or any event which with notice 
or lapse of time or both would constitute such a default by the Companies or, to the Knowledge of 
Parent, such other party, except for any such noncompliance, default, or failure to be in full force and 
effect that would not, individually or in the aggregate, reasonably be expected to have a Company 
Material Adverse Effect.  All rent and other sums and charges due and payable under such leases have 
been paid in full.  Section 3.15(d) of the Parent Disclosure Letter sets forth a list of all leases of the 
Companies.  

(e) Except as set forth on Section 3.15(e) of the Parent Disclosure Letter, there 
are no Persons in possession of any portion of any of the real property leased by a Company, other 
than the Companies, and no Person other than the Companies has the right to use or occupy for any 
purpose any portion of real property leased by a Company.  

Section 3.16 Intellectual Property.  

(a) Section 3.16(a) of the Parent Disclosure Letter sets forth a true and complete 
list of all Marks, Patents, and registered Copyrights, including any registrations and pending 
applications to register or otherwise obtain any of the foregoing, that are owned (in whole or in part) 
by a Company or that are otherwise used in the business of one or more of the Companies 
(collectively, “Company IP”). With respect to registered Company IP: (i) none of it has expired and, 
to the Knowledge of Parent, it is valid and enforceable; and (ii) none of it is involved in any 
interference, reissue, reexamination, opposition, cancellation, or similar proceeding and, to the 
Knowledge of Parent, no such action is or has been threatened with respect to any of it.  

(b) Except as set forth in Section 3.16(b) of the Parent Disclosure Letter, the 
Companies own exclusively, free and clear of any and all Liens (other than Permitted Liens), all the 
Company IP and all other Intellectual Property that is material to the businesses of the Companies 
other than Intellectual Property owned by a third party that is licensed to the Companies pursuant to 
an existing license agreement and used by the Companies within the scope of such license.  

(c) Each of the Companies has taken reasonable steps to protect and maintain its 
rights in its Intellectual Property and maintain the confidentiality of its confidential information and 
trade secrets, including safeguarding any such information that is accessible through computer systems 
or networks.  

(d) None of the activities or operations of the Companies (including the use of 
any Intellectual Property in connection therewith) have infringed upon, misappropriated, or diluted in 
any material respect any Intellectual Property of any third party, and neither the Parent nor any of the 
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Companies has received any notice or claim asserting or suggesting that any such infringement, 
misappropriation, or dilution is or may be occurring or has or may have occurred. To the Knowledge 
of Parent, no third party is misappropriating, infringing, or diluting any Intellectual Property owned 
by or exclusively licensed to the Companies that is material to any of the businesses of the Companies. 
No Intellectual Property owned by or exclusively licensed to the Companies that is material to any of 
the businesses of the Companies is subject to any outstanding order, judgment, decree, or stipulation 
restricting or limiting in any material respect the use or licensing thereof by the Companies.  

(e) The IT Assets used in connection with the Companies’ businesses operate and 
perform in all material respects in accordance with their documentation and functional specifications 
and otherwise as required by the Companies in connection with their business. The Companies take 
commercially reasonable actions that are compliant in all material respects with applicable industry 
standards and certifications to protect and maintain the confidentiality, continuous operation, and 
security of the IT Assets used in the conduct of their businesses (and all information stored or 
contained therein or transmitted thereby) against any unauthorized use, access, interruption, 
modification or corruption, and since December 31, 2017 there have been no violations, breaches or 
outages of (or unauthorized access to or use of) same (other than those that were resolved without 
material liability or expense or an obligation to notify any other Person of such event). The Companies 
have implemented commercially reasonable data backup, data storage, system redundancy, and 
disaster avoidance and recovery procedures with respect to the IT Assets described herein, in each 
case, that are compliant in all material respects with applicable industry standards and certifications.  

(f) Except as set forth on Section 3.16(f) of the Parent Disclosure Letter, each of 
the Companies, on the one hand, and the Parent and its Affiliates (excluding the Companies), on the 
other hand, do not use any Intellectual Property owned by or licensed to the other such entities.  

Section 3.17 Brokers. No broker, investment banker, financial advisor, or other Person, 
other than Sandler O’Neill & Partners L.P., is entitled to any broker’s, finder’s, financial advisor’s, or 
other similar fee or commission in connection with the Transactions based upon arrangements made 
by or on behalf of Parent or any of its Affiliates other than agreements with other financial advisors 
engaged and paid solely by Parent.  The Companies will have no liability or any other obligation 
whatsoever to Sandler O’Neill & Partners L.P. after Closing with respect to any matters arising prior 
to Closing. 

Section 3.18 Intercompany and Affiliate Arrangements. Item 1 of Section 3.18 of the Parent 
Disclosure Letter identifies all Contracts, plans, arrangements, and other transactions between one or 
more of the Companies, on the one hand, and either: (i) another Company; (ii) Parent or any of its 
Affiliates (other than the Companies); (iii) any record or beneficial owner of five percent (5%) or more 
of the voting securities of the Parent; (iv) to the Knowledge of Parent, any entity in which an officer 
or director of Parent or any of its Affiliates (including, without limitation, the Companies), or any 
family member of such an officer or director, is also an officer, director, or record or beneficial owner 
of five percent (5%) or more of the voting securities of such entity; or (v) any Affiliate or family 
member of any such record or beneficial owner, on the other hand.  Except as set forth in Item 2 of 
Section 3.18 of the Parent Disclosure Letter, Parent and the Companies have received all required 
approvals from the Insurance Regulators with respect to all Contracts listed in Section 3.18 of the 
Parent Disclosure Letter. 

Section 3.19 Loan Matters.  
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(a) There are no outstanding loans and other extensions of credit or interest-
bearing indebtedness (including commitments to extend credit) (“Loans”) to any directors, officers, 
or employees of any of the Companies. 

(b) Except as set forth on Section 3.19(b) of the Parent Disclosure Letter, the 
Surplus Notes constitute the only Loans between Parent and any of the Companies.  True, correct, 
and complete copies of the Surplus Notes have been previously delivered to Purchaser.  Section 
3.19(b) of the Parent Disclosure Letter identifies the outstanding principal balance, accrued interest, 
and all other fees, penalties, premiums, charges, and costs relating to the Surplus Notes.  The Surplus 
Notes were issued in compliance with, and have at all times been maintained and paid, in accordance 
with all applicable Laws including, without limitation, the Insurance Laws. 

(c) Immediately prior to Closing, there will be no Loans for which any Company 
is a Borrower other than the Surplus Notes. 

Section 3.20 Absence of Changes.  Except as set forth in Item 1 of Section 3.20 of the 
Parent Disclosure Letter, or as contemplated by this Agreement, since September 30, 2018, the 
Companies’ businesses have been conducted in the ordinary course in all material respects, and there 
has not occurred any Company Material Adverse Effect or any events which, individually or in the 
aggregate, would reasonably be expected to result in a Company Material Adverse Effect. Without 
limiting the generality of the foregoing, except as set forth in Item 2 of Section 3.20 of the Parent 
Disclosure Letter, since September 30, 2018 no Company has: 

(a) incurred any material obligations or liabilities or entered into any material 
transaction, Contract or commitment other than in the ordinary course of business and in no event 
with an aggregate value in excess of Two Hundred Thousand and No/100 Dollars ($200,000.00); 

(b) forgiven, canceled, compromised, waived, or released any indebtedness owed 
to any Company or any material right or claim, in each case outside the ordinary course of its business, 
or made any loans, advances, or capital contributions to or investments in any Person relating to or 
affecting any Company; 

(c) mortgaged, pledged, or subjected any of its assets to any Lien other than 
Permitted Liens; 

(d) disposed of any asset other than in the ordinary course of business or entered 
into any agreement or other arrangement for any such disposition; 

(e) transferred any assets of the Business (or rights therein) owned by such Person 
to any other Person, including an Affiliate of such Company; 

(f)  declared or paid any dividend or distribution with respect to its capital stock; 

(g) either: (i) granted any material increase in salary or bonus or otherwise 
materially increased the compensation or benefits payable or provided to any of its directors, officers, 
or employees, or made or granted any material increase in benefits available under any Benefit Plan; 
or (ii) amended or terminated any existing Benefit Plan, or adopted any new Benefit Plan, other than 
in the ordinary course of business or as required by Law or an existing Contract; 
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(h) made or changed any material written election in respect of Taxes, adopted or 
changed any material accounting method in respect of Taxes other than as required by applicable Law 
or GAAP or as described in the notes to the Financial Statements, entered into any closing agreement, 
settled any material claim or assessment in respect of Taxes, or consented to any extension or waiver 
of any statute of limitation applicable to any claim or assessment in respect of Taxes; 

(i)  instituted any material change in its Accounting Principles or actuarial 
practices and methodologies used in the preparation of the Financial Statements or STAT Financial 
Statements other than as required by applicable Law or GAAP or as described in the notes to the 
Financial Statements; 

(j) amended its articles or certificate of incorporation or organization, its bylaws 
or operating agreement, or any other comparable organizational or governing documents; 

(k) made any material change to its underwriting guidelines; 

(l) materially changed its billing, payment or credit practices with respect to agents 
or Producers; 

(m) entered into any merger, consolidation, recapitalization or other business 
combination or reorganization; 

(n) settled or compromised any Action, other than Actions settled or 
compromised in the ordinary course of business consistent with past practice for which the sole 
remedy is monetary damages in an amount less than One Hundred Thousand and No/100 Dollars 
($100,000.00) in the aggregate; or 

(o) committed or agreed to any of the foregoing. 

Section 3.21 Accounts Receivable.  All premiums receivable and other forms of accounts 
receivable of the Companies reflected on the face of the Financial Statements or the Estimated Closing 
Date Balance Sheet have arisen from bona fide transactions in the ordinary course of the Companies’ 
business consistent with past practice. To the Knowledge of Parent, except as set forth on Section 
3.21 of the Parent Disclosure Letter, all accounts receivable of the Companies reflected on the face of 
the Financial Statements or the Estimated Closing Date Balance Sheet are not subject to any defenses, 
setoffs, or claims other than allowances made in the ordinary course of business and reflected in such 
Financial Statements or the Estimated Closing Date Balance Sheet, as applicable.  At Closing, no such 
accounts receivable are Intercompany Payables. 

Section 3.22 Accounts Payable. All accounts payable of the Companies reflected on the face 
of the Financial Statements or the Estimated Closing Date Balance Sheet are the result of bona fide 
transactions in the ordinary course of business consistent with past practice and have been paid or are 
not yet due and payable.  At Closing, no such accounts payable are Intercompany Receivables. 

Section 3.23 Sufficiency of Assets.  The Companies own or have the right to use, and, 
except as set forth on Section 3.23 of the Parent Disclosure Letter, after the consummation of the 
Transactions will continue to own or have the right to use, all of the tangible assets, rights, and 
properties necessary to conduct their respective businesses in all material respects in the same manner 
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and on the same terms as currently conducted. 

Section 3.24 Underwriting.  Parent has provided Purchaser with copies of all current 
underwriting guidelines and manuals relating to the Companies and currently utilized by them, and all 
such guidelines and manuals have been filed with, and approved by, the applicable Insurance 
Regulators. Each Company has followed such guidelines and all prior effective guidelines in all 
respects in the ordinary course of its business, except to the extent to which failure to do so has not, 
individually or in the aggregate, resulted in a Company Material Adverse Effect. 

Section 3.25 Insurance Issued by MIC.  Except as set forth on Section 3.25 of the Parent 
Disclosure Letter, all of the Insurance Contracts of MIC are, and have been, to the extent required 
under applicable Law, issued on forms approved by the applicable Insurance Regulators, or filed and 
not objected to by such Insurance Regulators within the period provided for objection, and no material 
deficiencies have been asserted by any Insurance Regulators with respect to any such filings that have 
not been cured or otherwise resolved.  Except as required by applicable Law or set forth in Section 
3.25 of the Parent Disclosure Letter, since January 1, 2018, all insurance claims made by any Person 
under any Insurance Contract issued by MIC have in all material respects been paid in accordance 
with the terms of the Insurance Contracts under which they arose or appropriate provisions made 
therefor, and such payments were not materially delinquent and were paid (or will be paid) without 
fines or penalties, except for such claims for which MIC has a commercially reasonable basis to contest 
payment and is taking such action.  MIC has never issued an insurance policy outside of the States of 
Florida, Louisiana, or Texas. 

Section 3.26 Managing General Agency. MM does not serve, and has never served, as an 
agent or Representative of any insurance company other than MIC in any capacity, or, except as set 
forth on Section 3.26 of the Parent Disclosure Letter, outside of the States of Florida, Texas, and 
Louisiana. Except as set forth in Section 3.26 of the Parent Disclosure Letter, MM presently, and at 
all times since December 31, 2016: (a) is, and, since December 31, 2016, has been, in compliance with 
all Laws applicable to its businesses and operations including, without limitation, all Insurance Laws 
relating to insurance agents and managing agents generally; (b) holds all Permits necessary for it to 
operate its business as presently conducted, and as historically conducted in the ordinary course of 
business, including, without limitation, as an insurance agent in Louisiana, and as a managing agent 
generally in Florida, Louisiana, Texas, and every other jurisdiction where it operates; and (c) has filed 
all reports, forms, schedules, registrations, statements, and other documents, together with any 
amendments required to be made with respect thereto, that it was required to file with any 
Governmental Entity with respect to its business, operations, and Permits that it has, or that it was 
required to have pursuant to applicable Laws, and has paid all fees and assessments due and payable 
in connection therewith. As of their respective filing dates (and without giving effect to any 
amendments or modifications filed after the Effective Date with respect to reports and documents 
filed before the Effective Date), such reports, forms, schedules, registrations, statements, and other 
documents complied with applicable Laws in all respects.  

Section 3.27 Reserves. All reserves for claims, losses (including, without limitation, incurred 
but not reported losses), and loss adjustment expenses (whether allocated or unallocated), as reflected 
in the Financial Statements, STAT Financial Statements, and the Estimated Closing Date Balance 
Sheet: (a) comply with applicable Laws; (b) make a reasonable provision for all unpaid loss and loss 
expense obligations of MIC, including, without limitations, claims incurred but not yet reported, under 
the terms of their respective insurance policies and agreements; and (c) have been computed in a 



 

-32- 

manner consistent with the basis utilized by MIC during past periods. 

Section 3.28 Reinsurance Arrangements. A list of all outstanding reinsurance, co-insurance, 
excess insurance, retrocession, ceding of insurance, or assumption of insurance agreements, 
arrangements, and treaties to which MIC is either a party or which reinsure former liabilities of MIC 
as of the Effective Date (“Reinsurance Arrangements”) is included in Section 3.28 of the Parent 
Disclosure Letter, and a Schedule of Reinsurance providing a description of all such Reinsurance 
Arrangements, all parties thereto, and the extent of coverage provided to, required of, or relating to 
current or former liabilities of any Company, is listed in said Section 3.28. No such Reinsurance 
Arrangement contains any provision providing that any such other party thereto may terminate, 
cancel, or commute the same by reason of the Transactions or any other provisions which would be 
altered or otherwise become applicable by reason of the Transactions. MIC is entitled under applicable 
Law to take full credit on its Financial Statements and STAT Financial Statements for all amounts 
recoverable pursuant to the Reinsurance Arrangements listed in Section 3.28 of the Parent Disclosure 
Letter, all such amounts recoverable have been properly recorded in the books and records of account 
of the Companies and are properly reflected in the Financial Statements and STAT Financial 
Statements, and, to the Knowledge of Parent, all such amounts are fully collectible in due course 
subject to the terms and conditions of the Reinsurance Arrangements. 

Section 3.29 Investments.  MIC is in possession of all certificates or other documentation 
evidencing ownership of the “invested assets” (which shall be defined as those assets so listed in the 
statutory Annual Statement for the Year 2017 of MIC that was provided to Purchaser), and, except as 
set forth on Section 3.29 of the Parent Disclosure Letter, has good and marketable title, free and clear 
of all Liens, to all such invested assets. None of such invested assets is in default in the payment of 
principal, interest, or dividends, and all substantially comply with: (i) the investment guidelines adopted 
by MIC; and (ii) all applicable Laws and all other insurance laws and regulations of each of the 
jurisdictions to which MIC is subject thereto.  As of the Closing Date, all invested assets of MIC, and 
all other securities and other forms of investment of every kind of MIC, will be in the form of 
certificates of deposit or securities that both (A) are either (I) rated “Baa3/BBB-” or higher by either 
Standard & Poor’s Ratings Services or Moody’s Investors Service, or (II) cash or marketable bonds 
rated by the National Association in Insurance Commissions in the category of “1” or “2”; and (B) 
have a weighted average life of not more than five (5) years.  Section 3.29 of the Parent Disclosure 
Letter sets forth all amounts deposited by the Companies for the benefit of policyholders as required 
by any Governmental Entity. 

Section 3.30 Regulatory Filings. Except as may be required for the Transactions or as set 
forth on Section 3.30 of the Parent Disclosure Letter, each Company has duly filed with appropriate 
Governmental Entities, to the extent that filing of the same is required by the Laws and other 
applicable Laws, all annual and quarterly statements and other statements, documents, filings, 
registrations, and reports including, without limitation, any filings required under any state’s insurance 
holding company system act. Except as set forth on Section 3.30 of the Parent Disclosure Letter, all 
such statements, documents, filings, registrations, and reports were in compliance in all material 
respects with applicable Laws when filed, and there are no material omissions therefrom. Section 3.30 
of the Parent Disclosure Letter provides a true and complete copy of the most recent report of 
examination issued by each of the Insurance Regulators and any other Governmental Entity that has 
examined or investigated any Company. The Companies have resolved all material issues raised in 
such reports to the satisfaction of the Governmental Entity which issued such reports. Except for 
regular periodic assessments in the ordinary course of Companies’ business, no claim or assessment 
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is pending nor, to the Knowledge of Parent, threatened against any Company by any state insurance 
guaranty association in connection with that association’s fund relating to insolvent insurers. 

Section 3.31 Insurance Business. MIC has paid in full all assessments that have been billed 
by, or accrued with respect to, insurance guaranty funds, assigned risk pools, joint underwriting 
associations and “second injury” funds for which it has been billed. Except as set forth on Section 
3.31 of the Parent Disclosure Letter, all policies of insurance, reinsurance, or retrocessional coverage 
issued by MIC are in compliance (and at the respective dates of issuance were in compliance) with the 
applicable Laws and, to the extent required under such applicable Laws, are on forms approved by 
applicable Governmental Entities in the jurisdiction where issued, or have been filed with and not 
objected to by such Governmental Entities. Any premium rates with respect to policies of insurance, 
reinsurance, or retrocession currently issued by MIC which are required to be filed with or approved 
by Governmental Entities have been so filed or approved and premiums charged and conformed 
thereto. No outstanding policies of insurance, reinsurance, or retrocession issued, underwritten, 
reinsured or assumed by any Company entitles the holder thereof or any Person to receive any 
dividends, distributions or other benefits based on the revenues or earnings of the Companies.  On 
the Effective Date, there shall have been no change to MIC’s rating of “A” (with no conditions or 
reservations) by Demotech, Inc. that was affirmed by Demotech, Inc. on November 19, 2018, other 
than changes resulting from the execution of this Agreement and/or the circumstances of Purchaser. 

Section 3.32 Producers. Section 3.32 of the Parent Disclosure Letter sets forth a true, 
accurate, and complete list of all Persons appointed as Producers of the Companies. All Persons listed 
as Producers on Section 3.32 of the Parent Disclosure Letter are duly licensed to act as agents, brokers, 
producers, managing general agents, third-party administrators, managing agents, managing general 
underwriters, or intermediaries in the jurisdictions where they engage or, to the Knowledge of Parent, 
have engaged, in such activities. Except as set forth on Section 3.32 of the Parent Disclosure Letter, 
none of the Companies is engaged in any material dispute with any of such Producer, no such 
Producer has notified any Company that it intends to terminate or materially reduce its business 
relations with any Company. 

Section 3.33 Open Claims. Section 3.33 of the Parent Disclosure Letter contains a complete 
and accurate list as of the Effective Date of all open claims under all Insurance Contracts, including, 
with respect to each claim, the amount of all loss and defense containment cost reserves as of that 
time.  All such reserves are properly accounted for in the books and records of the Companies and 
are commercially reasonable and actuarially-justifiable estimates of the amount needed in reserve with 
respect to the underlying claim as of the date recorded. 

Section 3.34 Banks; Powers of Attorney.  Section 3.34 of the Parent Disclosure Letter 
contains a complete and correct list of the names and locations of all banks in which the Companies 
have accounts or safe deposit boxes and the names of all Persons authorized to draw thereon or to 
have access thereto.  Except as set forth in Section 3.34 of the Parent Disclosure Letter, no Person 
holds a power of attorney to act on behalf of any Company. 

Section 3.35 CC Services.  Except as set forth on Section 3.35 of the Parent Disclosure 
Letter, all services and other obligations undertaken or satisfied by or on behalf of CC were performed 
in a good, workmanlike manner, consistent with the historical standards and practices of its business, 
and were free from any material defects and deficiencies. CC does not provide, and, since the 
acquisition of CC by Parent, has never provided, claims adjusting services in any capacity outside of 
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the States of Florida, Texas, and Louisiana. Except as set forth on Section 3.35 of the Parent 
Disclosure Letter, CC presently, and at all times since December 31, 2017: (a) is, and, since December 
31, 2017, has been, in compliance with all Laws applicable to its businesses and operations including, 
without limitation, all Insurance Laws relating to claims adjusting generally; and (b) holds all Permits 
necessary for it to operate as a claims adjuster in every jurisdiction where it operates; and (c) has filed 
all reports, forms, schedules, registrations, statements, and other documents, together with any 
amendments required to be made with respect thereto, that it was required to file with any 
Governmental Entity with respect to its business, operations, and Permits that it has, or was required 
to have pursuant to Insurance Laws, and has paid all fees and assessments due and payable in 
connection therewith. Except as set forth on Section 3.35 of the Parent Disclosure Letter, as of their 
respective filing dates (and without giving effect to any amendments or modifications filed after the 
Effective Date with respect to reports and documents filed before the Effective Date), such reports, 
forms, schedules, registrations, statements, and other documents complied with applicable Laws in all 
respects.   

Section 3.36 Investor Representations.  

(a) Parent is an “accredited investor” as defined in 17 C.F.R. §230.501(a)(3) 
(Regulation D promulgated under the Securities Act) and is a sophisticated, well-informed investor 
capable of evaluating the merits and risks of an investment in the Stock Consideration. 

(b) The Stock Consideration to be received by Parent pursuant to this Agreement 
is being obtained by Parent for Parent’s own account, not as a nominee or agent, and not with a view 
to the resale or distribution of any part thereof, and Purchaser has no present intention of selling, 
granting any participation in, or otherwise distributing the same.  By executing this Agreement, Parent 
further represents that Parent does not presently have any contract, undertaking, agreement, or 
arrangement with any Person to sell, transfer or grant participations to such Person or to any third 
Person, with respect to any of the Stock Consideration.   

(c) Parent has had an opportunity to discuss Purchaser’s business, management, 
financial affairs, and the terms and conditions of the sale of the Stock Consideration with Purchaser’s 
management, and has had an opportunity to review Purchaser’s facilities. 

(d) Parent understands that: (i) the Stock Consideration has not been registered 
under the Securities Act or the Laws of any U.S. state or foreign nation, and are subject to restrictions 
on transferability and resale as “Restricted Securities” (as such term is defined in 17 C.F.R. §230.144); 
(ii) Parent must hold the Stock Consideration indefinitely unless: (i) it is registered under the Securities 
Act or are otherwise exempt from the registration requirements of the Securities Act pursuant to an 
available exemption and (ii) a sale or transfer is permitted by applicable U.S. state securities Laws.   

(e) None of Parent or any of its Representatives or Affiliates has either directly or 
indirectly received any general solicitation or advertisement relating to the offer and sale of the Stock 
Consideration. 

(f) Parent presently maintains its principal executive office in the State of Florida. 

Section 3.37 No Additional Representations. 
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(a)  Except for the representations and warranties made by Parent in this Article 
III, neither Parent nor any Company nor any other Person makes or has made any express or implied 
representation or warranty, written or oral, to Purchaser or any of its Affiliates or Representatives with 
respect to Parent, the Companies, or their respective businesses, operations, assets, liabilities, 
conditions (financial or otherwise), or prospects, and Parent hereby disclaims any such other 
representations or warranties. In particular, without limiting the foregoing disclaimer, except for the 
representations and warranties made by Parent in this Article III, neither Parent nor any Company 
nor any other Person makes or has made any express or implied representation or warranty, written 
or oral, to Purchaser or any of its Affiliates or Representatives with respect to: (i) any financial 
projection, forecast, estimate, budget, or prospective information relating to Parent, Companies, or 
their respective businesses; or (ii) any oral or written information presented to Purchaser or any of its 
Affiliates or Representatives in the course of their due diligence investigation of the Companies, the 
negotiation of this Agreement, or in the course of the Transactions.  

(b) Notwithstanding anything contained in this Agreement to the contrary, Parent 
acknowledges and agrees that neither Purchaser nor any other Person has made or is making any 
representations or warranties relating to Purchaser whatsoever, express or implied, beyond those 
expressly given by Purchaser in Article IV hereof, including any implied representation or warranty as 
to the accuracy or completeness of any information regarding Purchaser furnished or made available 
to Parent or its Representatives. Without limiting the generality of the foregoing, Parent acknowledges 
that no representations or warranties are made with respect to any projections, forecasts, estimates, 
budgets, or prospective information that may have been made available to Parent or its 
Representatives.  

ARTICLE IV. 

REPRESENTATIONS AND WARRANTIES OF PURCHASER 
 

Except as disclosed in the disclosure letter delivered by Purchaser to Parent prior to the 
execution of this Agreement (the “Purchaser Disclosure Letter”) and, as to any matter first arising 
after the Effective Date, any Purchaser Supplement (which sets forth, among other things, items the 
disclosure of which is necessary or appropriate either in response to an express disclosure requirement 
contained in a provision hereof or as an exception to one or more representations or warranties 
contained in this Article IV), Purchaser represents and warrants to Parent as of the Effective Date and 
as of the Closing (except to the extent made only as of a specified date, in which case as of such date) 
as follows:  
 

Section 4.01 Organization, Standing and Power.  Each of Purchaser and its Subsidiaries: (a) 
is an entity duly organized, validly existing, and in good standing (with respect to jurisdictions that 
recognize such concept) under the Laws of the jurisdiction of its organization; (b) has all requisite 
corporate or similar power and authority to own, lease and operate its properties and to carry on its 
business as now being conducted; and (c) is duly qualified or licensed to do business and is in good 
standing (with respect to jurisdictions that recognize such concept) in each jurisdiction in which the 
nature of its business or the ownership, leasing or operation of its properties or assets makes such 
qualification or licensing necessary, except in the case of clause (c), where the failure to be so qualified 
or licensed or in good standing would not, individually or in the aggregate, reasonably be expected to 
have a Purchaser Material Adverse Effect.  



 

-36- 

Section 4.02 Capital Stock.  

(a) The authorized capital stock of Purchaser consists of twenty-five million 
(25,000,000) shares of common stock, par value of one cent ($0.01) per share (the “Purchaser 
Common Stock”), and one million (1,000,000) shares of serial preferred stock, par value one cent 
($0.01) per share (the “Purchaser Preferred Stock”).  As of the close of business on February 1, 2019 
(provided, that the following amounts only changed between February 1, 2019 and the Effective Date 
by de minimis amounts as a result of reductions resulting from forfeitures of restricted stock grants): (i) 
thirteen million seventy thousand fifty-five (13,070,055) shares of Purchaser Common Stock 
(excluding treasury shares and Equity Plan Stock) were issued and outstanding; (ii) no shares of 
Purchaser Common Stock were held by Purchaser in its treasury; (iii) no shares of Purchaser Preferred 
Stock, were issued and outstanding or held by Purchaser in its treasury; and (iv) eight hundred ten 
thousand two hundred fifty-three (810,253) shares of Purchaser Common Stock were reserved for 
issuance pursuant to Purchaser’s equity plans (the “Equity Plan Stock”). All the outstanding shares of 
capital stock of Purchaser are, and all shares reserved for issuance as noted in clause (iv) above will 
be, when issued in accordance with the terms thereof, duly authorized, validly issued, fully paid and 
non-assessable and not subject to any preemptive or similar rights. No shares of capital stock of 
Purchaser are owned by any Subsidiary of Purchaser. All the outstanding shares of capital stock or 
other voting securities or equity interests of each Subsidiary of Purchaser have been duly authorized 
and validly issued, are fully paid and non-assessable, and are not subject to any preemptive or similar 
rights. All of the shares of capital stock or other voting securities or equity interests of each such 
Subsidiary are owned, directly or indirectly, by Purchaser, free and clear of all Liens other than 
restrictions on transfer under applicable securities Laws.  

(b) Neither Purchaser nor any of its Subsidiaries has outstanding any bonds, 
debentures, notes, or other similar obligations having the right to vote (or convertible into, or 
exchangeable or exercisable for, securities having the right to vote) with the stockholders of Purchaser 
or such Subsidiary on any matter. As of the Effective Date, except for this Agreement, as set forth 
above in Section 4.02(a) and in Section 4.02 of the Purchaser Disclosure Letter, and the shares of 
capital stock or other voting securities or equity interests of each Subsidiary that are owned, directly 
or indirectly, by Purchaser, there are no outstanding: (i) shares of capital stock or other voting 
securities or equity interests of Purchaser; (ii) securities of Purchaser or any of its Subsidiaries 
convertible into or exchangeable or exercisable for shares of capital stock or other voting securities or 
equity interests of Purchaser or any of its Subsidiaries; (iii) stock appreciation rights, “phantom” stock 
rights, performance units, interests in or rights to the ownership or earnings of Purchaser or any of its 
Subsidiaries or other equity equivalent or equity-based award or right; (iv) subscriptions, options, 
warrants, calls, commitments, Contracts, or other rights to acquire from Purchaser or any of its 
Subsidiaries, or obligations of Purchaser or any of its Subsidiaries to issue, register, transfer, or sell any 
shares of capital stock of Purchaser or any of its Subsidiaries, voting securities, equity interests, or 
securities convertible into or exchangeable or exercisable for capital stock or other voting securities 
or equity interests of Purchaser or any of its Subsidiaries or rights or interests described in clause (iii); 
or (v) obligations of Purchaser or any of its Subsidiaries to repurchase, redeem, or otherwise acquire 
any such securities or to issue, grant, deliver, register, transfer, or sell, or cause to be issued, granted, 
delivered, registered, transferred, or sold, any such securities. As of the Effective Date, except for this 
Agreement, there are no stockholder agreements, voting trusts, or other agreements or understandings 
to which Purchaser or any of its Subsidiaries is a party or on file with Purchaser with respect to the 
holding, voting, registration, redemption, repurchase or disposition of, or that restricts the transfer of, 
any capital stock or other equity interest of Purchaser or any of its Subsidiaries.  
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Section 4.03 Authority. Purchaser has all necessary corporate power and authority to 
execute, deliver and perform its obligations under this Agreement and to consummate the 
Transactions. The execution, delivery and performance of this Agreement by Purchaser and the 
consummation by Purchaser of the Transactions have been duly and validly approved by all necessary 
corporate action on the part of Purchaser and no other corporate proceedings on the part of Purchaser 
are necessary to approve this Agreement or to consummate the Transactions. This Agreement has 
been duly executed and delivered by Purchaser and, assuming the due authorization, execution and 
delivery by Parent and the Companies, constitutes a valid and binding obligation of Purchaser, 
enforceable against Purchaser in accordance with its terms (except to the extent that enforceability 
may be limited by applicable bankruptcy, insolvency, moratorium, reorganization, fraudulent transfer 
or similar Laws affecting the enforcement of creditors’ rights generally or by general principles of 
equity).  No vote of the stockholders of Purchaser or the holders of any other securities of Purchaser 
(equity or otherwise) is required by any applicable Law, the Purchaser’s articles of incorporation, or 
the Purchaser’s Bylaws in order to consummate the Transactions.  

Section 4.04 No Conflict; Consents and Approvals.  

(a) The execution, delivery and performance of this Agreement by Purchaser do 
not, and the consummation of the Transactions and compliance by Purchaser with the provisions 
hereof do not, and will not, conflict with, or result in any violation or breach of, or default (with or 
without notice or lapse of time, or both) under, or give rise to a right of, or result in, termination, 
cancellation, modification, or acceleration of any obligation or remedy or to the loss of a material 
benefit under, or result in the creation of any Lien (other than a Permitted Lien) in or upon any of the 
properties, assets or rights of Purchaser or any of its Subsidiaries under, any provision of: (i) the articles 
or certificate of incorporation or bylaws (or similar organizational documents) of Purchaser or any 
Significant Subsidiary of Purchaser; (ii) any material Contract to which Purchaser or any of its 
Significant Subsidiaries is a party or by which Purchaser or any of its Subsidiaries or any of their 
respective properties or assets may be bound; or (iii) subject to the governmental filings and other 
matters referred to in Section 4.04(b), any Law or any rule or regulation of any self-regulatory authority 
applicable to Purchaser or any of its Significant Subsidiaries or by which Purchaser or any of its 
Significant Subsidiaries or any of their respective properties or assets may be bound, except, in the 
case of clauses (ii) and (iii), as would not, individually or in the aggregate, reasonably be expected to 
have a Purchaser Material Adverse Effect.  

(b) No consents, approvals, orders, or authorizations of, or registrations, 
declarations, or filings with or notices to, any Governmental Entities or any third party are required 
to be made or obtained by Purchaser or any of its Subsidiaries in connection with the execution, 
delivery, or performance by Purchaser of this Agreement or to consummate the Transactions, except 
for: (i) filings of applications and notices with, receipt of approvals or no objections from, and the 
expiration of related waiting periods required by, one or more of the Insurance Regulators or any 
other Governmental Entity; (ii) filings of applications and notices with, and receipt of approvals or 
non-objections from, the state securities authorities, applicable securities exchanges and self-regulatory 
organizations; (iii) applications, filings or notices pursuant to the securities or blue sky Laws of the 
various states with respect to the issuance of the Stock Consideration hereunder; and (iv) such other 
filings with third parties who are not Governmental Entities the failure of which to be obtained or 
made would not, individually or in the aggregate, reasonably be expected to have a Purchaser Material 
Adverse Effect. 
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Section 4.05 SEC Reports; Financial Statements.  

(a) Purchaser and its Subsidiaries have filed or furnished on a timely basis with 
the SEC since December 31, 2016, all Purchaser SEC Documents.  As of their respective filing dates 
(and, in the case of registration statements and proxy statements, as of the dates of effectiveness and 
the dates of mailing, respectively), except to the extent that any Purchaser SEC Document has been 
amended by a subsequently filed Purchaser SEC Document, in which case, as of the date of such 
amendment: (i) the Purchaser SEC Documents complied as to form in all material respects with the 
applicable requirements of the Securities Act, the Exchange Act and the Sarbanes-Oxley Act; and (ii) 
none of the Purchaser SEC Documents contained any untrue statement of a material fact or omitted 
to state a material fact required to be stated therein or necessary in order to make the statements 
therein, in light of the circumstances under which they were made, not misleading.  

(b) The financial statements (including the related notes thereto) included (or 
incorporated by reference) in the Purchaser SEC Documents comply as to form in all material respects 
with applicable accounting requirements and applicable published rules and regulations of the SEC 
with respect thereto, have been prepared in accordance with GAAP (except, in the case of unaudited 
statements, as permitted by Form 10-Q of the SEC) applied on a consistent basis during the periods 
involved (except as may be expressly indicated in the notes thereto), and fairly present in all material 
respects the consolidated financial position of Purchaser and its Subsidiaries as of the dates thereof 
and their respective consolidated results of operations, changes in shareholders’ equity, and changes 
in cash flows for the periods then ended (subject, in the case of unaudited statements, to normal and 
recurring year-end audit adjustments that were not, or are not expected to be, material in amount), all 
in accordance with GAAP and the applicable rules and regulations promulgated by the SEC.  

Section 4.06 Absence of Certain Changes or Events. Except as set forth in Section 4.06 of 
the Purchaser Disclosure Letter, since September 30, 2018, there has not been any change, event, or 
development, or any prospective change, event, or development, that, individually or taken together 
with all other facts, circumstances, and events (described in any Section of this Article IV or 
otherwise), has had or would reasonably be expected to have a Purchaser Material Adverse Effect.  

Section 4.07 Litigation.  There is no Action, whether judicial, arbitral, administrative, or 
other, pending or, to the knowledge of Purchaser, threatened against or affecting Purchaser or any of 
its Subsidiaries, any of their respective properties or assets, or any present or former officer, director, 
or employee of Purchaser or any of its Subsidiaries in such individual’s capacity as such that would, 
individually or in the aggregate, reasonably be expected to have a Purchaser Material Adverse Effect.  
Neither Purchaser nor any of its Subsidiaries nor any of their respective properties or assets is subject 
to any outstanding judgment, order, injunction, rule, or decree of any Governmental Entity that would, 
individually or in the aggregate, reasonably be expected to have a Purchaser Material Adverse Effect.  

Section 4.08 Compliance with Laws.  

(a) Purchaser and each of its Subsidiaries are and, at all times since December 31, 
2016, have been, in compliance with all Laws applicable to their businesses, operations, properties, or 
assets, including the Sarbanes-Oxley Act of 2002, applicable state insurance Laws, and all other Laws 
relating to discriminatory business practices, except where any non-compliance would not, individually 
or the aggregate, reasonably be expected to have a Purchaser Material Adverse Effect.  Purchaser and 
each of its Subsidiaries have in effect all material Permits necessary for them to own, lease, or operate 



 

-39- 

their properties and assets and to carry on their businesses and operations as now conducted, and to 
Purchaser’s knowledge no suspension or cancellation of any such Permits is threatened, and there has 
occurred no violation of, default (with or without notice or lapse of time or both) under or event 
giving to others any right of revocation, non-renewal, adverse modification or cancellation of, with or 
without notice or lapse of time or both, any such Permit. 

(b) Since December 31, 2016, except as would not, individually or in the aggregate, 
reasonably be expected to have a Purchaser Material Adverse Effect, neither Purchaser nor any of its 
Subsidiaries has received any written notification or communication from any Governmental Entity: 
(i) asserting that Purchaser or any of its Subsidiaries is in default under any applicable Laws or Permits; 
(ii) threatening to revoke any Permits; or (iii) requiring Purchaser or any of its Subsidiaries to enter 
into or consent to the issuance of a cease and desist order, formal or written agreement, directive, 
commitment, memorandum of understanding, board resolution, extraordinary supervisory letter, or 
other formal or informal enforcement action of any kind that imposes any material restrictions on the 
conduct of Purchaser’s business or that relates to its capital adequacy, its credit or risk management 
policies, its dividend policy, its management, its business, or its operations (any of the foregoing, a 
“Purchaser Regulatory Agreement” ). Neither Purchaser nor any of its Subsidiaries is party to or 
subject to any Purchaser Regulatory Agreement that would, individually or in the aggregate, reasonably 
be expected to have a Purchaser Material Adverse Effect.  

Section 4.09 Status of Stock Consideration. The shares of Purchaser Common Stock 
comprising the Stock Consideration will have been duly authorized and reserved for issuance 
hereunder and when issued to Parent in accordance with the terms of this Agreement such shares of 
Purchaser Common Stock will be duly and validly issued, fully paid, and non-assessable and free and 
clear of all Liens (other than restrictions on transfer which arise under applicable securities Laws, this 
Agreement, or the other Transaction Documents), will not have been issued in violation of preemptive 
or similar rights to subscribe for or purchase securities, and will be issued in compliance with all 
applicable federal and state securities Laws (assuming that the representations and warranties of Parent 
in Section 3.36 are true and correct on the date of issuance).  

Section 4.10 Brokers. No broker, investment banker, financial advisor or other Person, 
other than Raymond James & Associates, the fees and expenses of which will be paid by Purchaser, 
is entitled to any broker’s, finder’s, financial advisor’s or other similar fee or commission in connection 
with the Transactions based upon arrangements made by or on behalf of Purchaser or any of its 
Affiliates.  

Section 4.11 Investor Representations. 

(a) Purchaser is an “accredited investor” as defined in 17 C.F.R. §230.501(a)(3) 
(Regulation D promulgated under the Securities Act) and is a sophisticated, well-informed investor 
capable of evaluating the merits and risks of an investment in the Company Equity. 

(b) The Company Equity to be received by Purchaser pursuant to this Agreement 
is being obtained by Purchaser for Purchaser’s own account, not as a nominee or agent, and not with 
a view to the resale or distribution of any part thereof, and Purchaser has no present intention of 
selling, granting any participation in, or otherwise distributing the same.  By executing this Agreement, 
Purchaser further represents that Purchaser does not presently have any contract, undertaking, 
agreement, or arrangement with any Person to sell, transfer or grant participations to such Person or 
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to any third Person, with respect to any of the Company Equity.   

(c) Purchaser has had an opportunity to discuss the Companies’ business, 
management, financial affairs, and the terms and conditions of the sale of the Company with the 
Companies’ management, and has had an opportunity to review the Companies’ facilities.  However, 
the foregoing representation, does not limit or modify the representations and warranties of Parent 
and the Companies in Section 3 or the right of Purchaser to rely thereon. 

(d) Purchaser understands that: (i) the Company Equity has not been registered 
under the Securities Act or the Laws of any U.S. state or foreign nation, and are subject to restrictions 
on transferability and resale as “Restricted Securities” (as such term is defined in 17 C.F.R. §230.144); 
(ii) Purchaser must hold the Company Equity indefinitely unless: (i) it is registered under the Securities 
Act or are otherwise exempt from the registration requirements of the Securities Act pursuant to an 
available exemption and (ii) a sale or transfer is permitted by applicable U.S. state securities Laws.   

(e) None of Purchaser or any of its Representatives or Affiliates has either directly 
or indirectly received any general solicitation or advertisement relating to the offer and sale of the 
Company Equity. 

(f) Purchaser presently maintains its principal executive office in the State of 
Florida.  Purchaser has primarily conducted all negotiations relating the Transactions, and has executed 
this Agreement, inside the State of Florida. 

Section 4.12 No Additional Representations.  

(a) Except for the representations and warranties made by Purchaser in this 
Article IV, neither Purchaser nor any other Person makes any express or implied representation or 
warranty with respect to Purchaser, its Subsidiaries, or their respective businesses, operations, assets, 
liabilities, conditions (financial or otherwise), or prospects, and Purchaser hereby disclaims any such 
other representations or warranties. In particular, without limiting the foregoing disclaimer, except for 
the representations and warranties made by Purchaser in this Article IV, neither Purchaser nor any 
other Person makes or has made any representation or warranty to Parent or its Affiliates or 
Representatives with respect to: (i) any financial projection, forecast, estimate, budget, or prospect 
information relating to Purchaser, any of its Subsidiaries or their respective businesses; or (ii) any oral 
or written information presented to Parent or its Affiliates or Representatives in the course of their 
due diligence investigation of Purchaser, the negotiation of this Agreement, or in the course of the 
Transactions.  

(b) Notwithstanding anything contained in this Agreement to the contrary, 
Purchaser acknowledges and agrees that neither Parent nor any Company nor any other Person has 
made or is making any representations or warranties relating to Parent or the Companies whatsoever, 
express or implied, beyond those expressly given by Parent in Article III hereof, including any implied 
representation or warranty as to the accuracy or completeness of any information regarding Parent or 
the Companies furnished or made available to Purchaser or any of its Representatives. Without 
limiting the generality of the foregoing, Purchaser acknowledges that no representations or warranties 
are made with respect to any projections, forecasts, estimates, budgets or prospect information that 
may have been made available to Purchaser or any of its Representatives. 
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Section 4.13 Absence of Changes.  Since September 30, 2018, Purchaser’s business has been 
conducted in the ordinary course in all material respects, and there has not occurred any Purchaser 
Material Adverse Effect or any events which, individually or in the aggregate, would reasonably be 
expected to result in a Purchaser Material Adverse Effect. 

ARTICLE V. 

COVENANTS 
 

Section 5.01 Conduct of Business by the Companies. During the period from the Effective 
Date to the Closing, except as consented to in writing in advance by Purchaser, such consent not to 
be unreasonably withheld, conditioned, or delayed, or as otherwise required or permitted by this 
Agreement, or as set forth on Section 5.01 of the Parent Disclosure Letter, Parent shall cause the 
Companies to use commercially reasonable efforts to carry on the business of the Companies in the 
ordinary course of business consistent with past practice and to preserve intact the Companies’ 
business organization, maintain in effect all material Permits existing as of the Effective Date, preserve 
the Companies’ assets, rights, and properties in good repair and condition, and preserve the 
Companies’ relationships with customers, suppliers, and others having business dealings with them.  
In addition to and without limiting the generality of the foregoing, during the period from the 
Effective Date to the Closing, except as required or permitted by this Agreement, or as set forth on 
Section 5.01 of the Parent Disclosure Letter, the Parent shall cause the Companies not to do any of 
the following, without Purchaser’s prior written consent, such consent not to be unreasonably 
withheld, conditioned, or delayed:  

(a) amend, authorize, or propose to amend any of the Companies’ articles of 
incorporation or bylaws (or similar organizational documents);  

(b) either: 

(i) except for dividends paid to Parent, set any record or payment dates 
for, or make, declare, pay, or set aside for payment, any dividend on or in respect of, or declare 
or make any distribution (whether in cash, stock or property) on, any shares of capital stock 
or other equity interests of the Companies;  

(ii) purchase, redeem, or otherwise acquire, shares of capital stock or other 
equity interests or voting securities of the Companies or any options, warrants, or rights to 
acquire any such shares or other equity interests or voting securities, or 

(iii) split, combine, reclassify, or otherwise amend the terms of any capital 
stock or other equity interests or voting securities of the Companies, or issue or authorize the 
issuance of any other securities in respect of, in lieu of, or in substitution for shares of capital 
stock or other equity interests of the Companies;  

(c) issue, deliver, sell, grant, pledge, or otherwise encumber or subject to any Lien, 
any shares of the capital stock or other equity interests of the Companies, or any securities convertible 
into, or exchangeable for, or any rights, warrants or options to acquire, any such shares or other equity 
interests or voting securities, or any stock appreciation rights, “phantom” stock rights, performance 
units, rights to receive shares of capital stock of the Companies on a deferred basis or other rights 
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linked to the value of the Company Equity or any portion thereof, including pursuant to Contracts as 
in effect on the Effective Date;  

(d) either: 

(i) hire or promote any employee, other than to fill a vacancy in the 
ordinary course of business consistent with past practice for a position of Vice President or a 
position of lower rank, so long as such position is not paid more than One Hundred Thousand 
and No/100 Dollars ($100,000.00) in annual cash compensation;  

(ii) grant any salary or wage increase, or increase any employee benefit, 
including the grant of any incentive or bonus payments or increase in incentive or bonus 
payment opportunity (or, with respect to any of the preceding, communicate any intention to 
take such action), except – (A) to make changes that are required by applicable Law, (B) to 
increase base salaries and wages in the ordinary course of business consistent with past 
practice, provided that the amount of any such salary and wage increases shall not exceed two 
percent (2.0%) in the aggregate for all employees over the amount listed in Section 3.10(d) of 
the Parent Disclosure Letter, other than one-time stay bonuses paid in connection with the 
Transactions that do not exceed Two Hundred Fifty Thousand and No/100 Dollars 
($250,000.00) in the aggregate, and (C) to satisfy contractual obligations existing as of the 
Effective Date under any Employee Plans set forth in Section 3.09(a) of the Parent Disclosure 
Letter;  

(iii) terminate any employee above the level of Vice President, other than 
for “cause”; or  

(iv) transfer any employee who is a Business Employee from the 
Companies, or transfer any employee who is not a Business Employee to the Companies, 
except as otherwise contemplated by this Agreement;  

(e) either: 

(i) enter into, establish, adopt, amend, modify, or renew any Employee 
Plan or any arrangement that would have been an Employee Plan had it been in effect as of 
the Effective Date, or any trust agreement (or similar arrangement) related thereto, in respect 
of any Business Employee; 

(ii) take any action to accelerate the vesting or exercisability of any 
compensation or benefits payable under any Benefit Plans;  

(iii) fund or in any other way secure or fund the payment of compensation 
or benefits under any Company Plan; 

(iv) change the manner in which contributions to any Employee Plan are 
made or determined; or  

(v) add any new participants to, or increase the principal sum of, any non-
qualified retirement plans (or, with respect to any of the preceding, communicate any intention 
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to take such action),  

in each case of clauses (i)-(v), except as may be required by applicable Law or to satisfy contractual 
obligations existing as of the Effective Date, including pursuant to the terms of any Company Plan 
set forth in Section 3.09(a) of the Parent Disclosure Letter, after prior written notice thereof to 
Purchaser;  

(f) sell, license, lease, transfer, subject to a Lien, abandon, or allow to lapse or 
otherwise dispose of or discontinue any of its material rights, assets, deposits, business, or properties, 
other than in the ordinary course of business;  

(g) either: 

(i) except for capital contributions by Parent to MIC or MM, make any 
acquisition of or investment in any other Person, by purchase or other acquisition of stock or 
other equity interests, by merger, consolidation, asset purchase, or other business combination, 
or by formation of any joint venture or other business organization or by contributions to 
capital; or  

(ii) make any purchases or other acquisitions of any debt securities, 
property, or assets related to real estate (including any investments or commitments to invest 
directly in real estate or any real estate development project) in excess of Two Hundred Fifty 
Thousand and No/100 Dollars ($250,000.00); 

(h) adopt or enter into a plan of complete or partial liquidation, dissolution, 
restructuring, recapitalization, or other reorganization;  

(i) other than in the ordinary course of business consistent with past practice: 

(i) modify, amend, terminate, fail to renew, cancel, or extend any Material 
Contract or any Contract with consultants involving annual payments by the Companies of 
One Hundred Thousand and No/100 Dollars ($100,000.00) or more or expressly waive any 
material benefits under any such Material Contract or any such other Contract; or  

(ii) enter into any Contract that if in effect on the Effective Date would 
be a Material Contract or any Contract with any broker or finder in connection with the 
Transactions that calls for payments of Fifty Thousand and No/100 Dollars ($50,000.00) or 
more by one or more of the Companies; 

(j)  either: 

(i) settle any Action against it, except for an Action that is settled in the 
ordinary course of business consistent with past practice in an amount and for consideration 
not in excess of One Hundred Fifty Thousand and No/100 Dollars ($150,000.00) and that 
would not impose any material non-monetary restriction on the business of the Companies 
or, after the Closing, Purchaser or its Affiliates; or 

(ii) waive or release any material rights or claims other than reinsurance 
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novations in the ordinary course of business consistent with past practice, or agree or consent 
to the issuance of any injunction, decree, order or judgment restricting or otherwise affecting 
its business or operations;  

(k) change its financial accounting methods, principles or practices, except insofar 
as may have been required by a change in GAAP or applicable Law; 

(l)  settle or compromise any material liability for Taxes, amend any material Tax 
Return, make or change any material Tax election, file any material Tax Return in a manner 
inconsistent with past practice, adopt or change in any material respect any method of accounting for 
Tax purposes, except insofar as may have been required by a change in GAAP or applicable Law, 
agree to an extension or waiver of the statute of limitations with respect to the assessment or 
determination of Taxes, enter into any closing agreement with respect to any Tax, or surrender any 
right to claim a material Tax refund;  

(m) except for the incurrence of Loans in connection with Surplus Notes issued 
by MIC to Parent, and for temporary loans from Parent to MIC or MM to Parent that will be repaid 
in full by Closing, make or acquire any Loan; 

(n) either: 

(i) make or commit to make any new capital expenditures in excess of 
Twenty-Five Thousand and No/100 Dollars ($25,000.00) individually or One Hundred 
Thousand and No/100 Dollars ($100,000.00) in the aggregate; or 

(ii) except as permitted by paragraph (m) above, incur any indebtedness 
for borrowed money or assume, guarantee, endorse, or otherwise as an accommodation 
become responsible for the indebtedness of any other Person;  

(o) enter into any new line of business or change its investment, underwriting, 
pricing, originating, acquiring, selling, servicing, hedging, risk and asset-liability management, and 
other underwriting or operating policies or practices in any material respect other than as required by 
Law or GAAP;  

(p) permit the commencement of any construction of new structures or facilities 
upon, or purchase or lease any real property in respect of, or make application for the opening, 
relocation, or closing of any, or open, relocate, or close any, office or other facility or permit the 
revocation or surrender of a certificate of authority to maintain any such office or facility, except as 
may be required by any landlord or Governmental Entity after prior written notice thereof to 
Purchaser; 

(q) loan or advance any amount to, or sell, transfer or lease any properties, rights, 
or assets (real, personal or mixed, tangible or intangible) to, or enter into any agreement or 
arrangement with, any of its executive officers or directors or any of their family members, or any 
affiliates or associates (as such term is defined under the Exchange Act) of any of its executive officers 
or directors;  

(r) materially change its investment securities portfolio policy, or the manner in 
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which the portfolio is classified or reported, or invest in any securities which would be considered 
“high-risk” securities under applicable regulatory pronouncements other than as required by Law or 
GAAP;  

(s) introduce any material new products or services, any material marketing 
campaigns or any material new sales compensation or incentive programs or arrangements; 

(t) fail to use commercially reasonable efforts to take any action that is required 
by a Regulatory Agreement (including any action otherwise prohibited or restricted by this Section 
5.01), or willfully take any action that violates a Regulatory Agreement;  

(u) either: 

(i) except for purchases of securities that a Company is required to make 
pursuant to Contracts to which a Company is a party as of the Effective Date, purchase any 
equity securities, or purchase any other securities other than securities that both: (A) are either 
(I) rated “Baa3/BBB-” or higher by either Standard & Poor’s Ratings Services or Moody’s 
Investors Service, or (II) cash or marketable bonds rated by the National Association in 
Insurance Commissions in the category of “1” or “2”; and (B) have a weighted average life of 
not more than five (5) years; or  

(ii) make any other material investment for its own account either by 
contributions to capital, property transfers, or purchase of any property or assets of any other 
Person;  

(v) recognize any union, works council, or other labor organization as the 
representative of any of the Business Employees, or enter into any new or amended collective 
bargaining agreement with any labor organization except as required by applicable Law;  

(w) conduct or announce any facility closure, layoffs, reduction in force, or other 
employment terminations sufficient in number to trigger the Worker Adjustment and Retraining 
Notification Act or similar Law or regulation of any jurisdiction relating to any plant closing or mass 
layoff (or similar triggering event);  

(x) change its service providers or vendors for its IT Assets;  

(y) write any new residential property insurance policies with respect to property 
located in either (i) the Dallas Fort Worth Arlington, Texas Metropolitan Statistical Area (as defined 
by the U.S. Office of Management and Budget) or (ii) counties in Texas that are north or inclusive of 
Interstate 20, other than policies on manufactured homes with actual cash value coverage; or 

(z) enter into any Contract with respect to or otherwise agree or commit to take 
any of the foregoing actions.  

Section 5.02 Conduct of Business by Purchaser. During the period from the Effective Date 
to the Closing, except as consented to in writing in advance by the Parent, such consent not to be 
unreasonably withheld or delayed, or as otherwise specifically required by this Agreement or as set 
forth in Section 5.02 of the Purchaser Disclosure Letter, Purchaser shall not, and shall not permit any 
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of its Significant Subsidiaries:  

(a) amend, authorize, or propose to amend its articles of incorporation or bylaws 
(or similar organizational documents) in a manner that would adversely affect the economic benefits 
of the Transactions to Parent;  

(b) adopt or enter into a plan of complete or partial liquidation, dissolution, 
restructuring, recapitalization, or other reorganization; or  

(c) enter into any Contract with respect to or otherwise agree or commit to take 
any of the foregoing actions.  

Section 5.03 Go-Shop; Acquisition Proposals.  

(a) During the period beginning on the Effective Date and ending one minute 
after 11:59 p.m. (New York City time) on the thirtieth (30th) calendar day after the Effective Date 
(the “Go-Shop Period”), Parent, shall have the right to: 

(i) solicit Acquisition Proposals (or inquiries, proposals, or offers or other 
efforts or attempts that may reasonably be expected to lead to an Acquisition Proposal), 
including by way of providing access to nonpublic information to any Person and its 
Representatives, its Affiliates, and its prospective equity and debt financing sources who have 
a need for access to such information pursuant to a confidentiality agreement on terms that 
are no more favorable to such Person than those contained in the Confidentiality Agreement; 
provided, that the Parent and the Companies shall not pay, agree to pay or cause to be paid, 
or reimburse, agree to reimburse, or cause to be reimbursed the expenses of any such Person 
in connection with any Acquisition Proposals (or inquiries, proposals or offers or other efforts 
or attempts that may lead to an Acquisition Proposal); provided further, that (A) any such 
nonpublic information that has not previously been made available to Purchaser shall be made 
available to Purchaser prior to, or substantially concurrently with, the time such information 
is made available to such Person; and (B) any competitively sensitive information or data 
provided to any such Person who is, or whose Affiliates include, a direct competitor, supplier, 
or customer of the Companies will be provided in a separate “clean data room” and subject 
to customary “clean team” arrangements regarding access to such information or data, as 
reasonably determined by the Companies with advice from its outside legal counsel; and 

(ii) enter into discussions or negotiations with any Person or groups of 
Persons and their Representatives, their Affiliates, and their prospective equity and debt 
financing sources regarding an Acquisition Proposal (or inquiries, proposals, or offers or other 
efforts or attempts that may reasonably be expected to lead to an Acquisition Proposal), and 
otherwise cooperate with or assist or participate in or facilitate any such inquiries, proposals, 
offers, attempts, discussions, or negotiations or any effort or attempt to make any Acquisition 
Proposals. 

(b) No Solicitation or Negotiation. Parent and the Companies agree that, except 
as expressly permitted by this Section 5.03, Parent and the Companies, and their respective 
Representatives shall: 
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(i) at 12:00 a.m. (Miami, Florida time) on the thirty-first (31st) calendar 
day after the Effective Date (the “No-Shop Period Start Date”) immediately cease all actions 
permitted by Section 5.03(a) with any Persons that may be ongoing with respect to an 
Acquisition Proposal; and 

(ii) from the No-Shop Period Start Date until the earlier of the Closing or 
the termination of this Agreement in accordance with Article VII, not: 

(A) initiate, solicit, or knowingly facilitate or encourage any 
inquiries or the making of any proposal or offer that constitutes, or would reasonably 
be expected to lead to, any Acquisition Proposal; 

(B) engage in, continue, or otherwise participate in any discussions 
or negotiations regarding, or that would reasonably be expected to lead to, an 
Acquisition Proposal, or provide any nonpublic information or data to any Person in 
connection with the foregoing, in each case, except to notify such Person of the 
existence of the provisions of this Section 5.03; 

(C) take any action to exempt any third party from the restrictions 
on “business combinations” contained in Section 203 of the Delaware General 
Corporation Law or any other applicable anti-takeover statute or otherwise cause such 
restrictions not to apply; or 

(D) resolve or agree to do any of the foregoing. 

Notwithstanding anything to the contrary in the foregoing provisions of this Section 5.03(b), at any 
time following the No-Shop Period Start Date and prior to Closing, but not after the Requisite 
Company Vote is obtained, Parent and its Representatives may: (I) in response to a request therefor 
by a Person who has made an unsolicited bona fide written Acquisition Proposal that did not result 
from a breach of this Section 5.03(b), provide information to such Person and its Representatives, its 
Affiliates, and its prospective equity and debt financing sources, if the Parent or any of its Subsidiaries 
receives from the Person so requesting such information an executed confidentiality agreement on 
terms that are no more favorable to such Person than those contained in the Confidentiality 
Agreement; provided, that the Parent and the Companies shall not pay, agree to pay or cause to be 
paid, or reimburse, agree to reimburse, or cause to be reimbursed the expenses of any such Person in 
connection with any Acquisition Proposals (or inquiries, proposals or offers or other efforts or 
attempts that may lead to an Acquisition Proposal), in each case, without the prior consent of 
Purchaser; provided further, that (A) any such nonpublic information that has not previously been 
made available to Purchaser shall be made available to Purchaser prior to, or substantially concurrently 
with, the time such information is made available to such Person, and (B) any competitively sensitive 
information or data provided to any such Person who is, or whose Affiliates include, a direct 
competitor, supplier, or customer of the Companies will be provided in a separate “clean data room” 
and subject to customary “clean team” arrangements regarding access to such information or data, as 
reasonably determined by Parent with advice from its outside legal counsel; or (II) engage or otherwise 
participate in any discussions or negotiations with any Person who has made such an unsolicited bona 
fide written Acquisition Proposal, in each case if and only to the extent that, (A) prior to taking any 
action described in clause (I) or (II) directly above, the Board of Directors of Parent determines in 
good faith, after consultation with its outside legal counsel and financial advisor, that failure to take 
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such action, in light of the Acquisition Proposal and the terms of this Agreement, would be reasonably 
likely to be inconsistent with the directors’ fiduciary duties under applicable Law and (B) in each such 
case referred to in clause (I) or (II) directly above, the Board of Directors of Parent has determined in 
good faith, based on the information then available and after consultation with its outside legal counsel 
and financial advisor, that such Acquisition Proposal either constitutes a Superior Proposal or would 
reasonably be expected to result in a Superior Proposal. 

(c) No Change in Recommendation or Alternative Acquisition Agreement. 
Except as set forth in this Section 5.03(c), the Board of Directors of Parent and each committee 
thereof shall not: 

(i) Either: 

(A) withhold, withdraw, qualify, or modify (or publicly propose or 
resolve to withhold, withdraw, qualify, or modify), in a manner adverse to Purchaser, 
the Company Recommendation with respect to the Transactions;  

(B) authorize, approve, recommend, or otherwise declare 
advisable, or publicly propose to authorize, approve, recommend, or otherwise declare 
advisable, any Acquisition Proposal or proposal reasonably likely to lead to an 
Acquisition Proposal;  

(C) fail to include the Company Recommendation in the Proxy 
Statement;  

(D) take any action or make any recommendation or public 
statement in connection with a tender offer or exchange offer other than an 
unequivocal recommendation against such offer or a temporary “stop, look and listen” 
communication by Parent or the Board of Directors of Parent of the type 
contemplated by Rule 14d-9(f) under the Exchange Act in which Parent, or the Board 
of Directors of Parent, indicates that Board of Directors of Parent has not changed 
the Company Recommendation; or 

(E) after receiving a written request to do so from Purchaser, fail 
to reaffirm the Company Recommendation within the earlier of three (3) Business 
Days prior to the meeting of the stockholders of Parent and five (5) Business Days 
(any of the foregoing, a “Change of Recommendation”); or 

(ii) except as expressly permitted by, and after compliance with, this last 
paragraph of this Section 5.03(c), cause or permit Parent or any of its Subsidiaries to enter into 
any letter of intent, memorandum of understanding, agreement in principle, acquisition 
agreement, merger agreement, or other similar agreement (other than a confidentiality 
agreement referred to in Section 5.03(a) or Section 5.03(b) entered into in compliance with 
Section 5.03(a) or Section 5.03(b)) (an “Alternative Acquisition Agreement”) relating to any 
Acquisition Proposal or otherwise resolve or agree to do so.  Notwithstanding anything to the 
contrary set forth in this Section 5.03(c), the Board of Directors of Parent may, prior to but 
not after the time the Requisite Company Vote is obtained, make a Change of 
Recommendation or authorize Parent to terminate this Agreement pursuant to Section 
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7.01(d)(i) if Parent receives an Acquisition Proposal and – (I) prior to taking such action, the 
Board of Directors of Parent determines in good faith, after consultation with its outside legal 
counsel and financial advisor, that failure to take such action, in light of the Acquisition 
Proposal and the terms of this Agreement, would be reasonably likely to be inconsistent with 
the directors’ fiduciary duties under applicable Law, and (II) Board of Directors of Parent has 
determined in good faith, based on the information then available and after consultation with 
its outside legal counsel and financial advisor, that such Acquisition Proposal constitutes a 
Superior Proposal; provided, that the Board of Directors of Parent may not take any such 
action unless – (I) there has been no breach of this Section 5,03, (II) prior to making such 
Change of Recommendation or authorizing such termination to enter into a definitive written 
agreement with respect to such Superior Proposal pursuant to Section 7.01(d)(i), Parent 
provides prior written notice to Purchaser at least five (5) Business Days in advance (the 
“Notice Period”) of its intention to take such action and the basis thereof, which notice shall 
include, in the case of a Superior Proposal, all required information under Section 5.03(f), (III) 
during the Notice Period, Parent shall, and shall cause its Representatives to, negotiate with 
Purchaser in good faith (including providing Purchaser the opportunity to make a presentation 
to the Board of Directors of Parent regarding this Agreement and any adjustments thereto) 
should Purchaser propose to make amendments or other revisions to the terms and conditions 
of this Agreement such that, in the case of a Superior Proposal, such Acquisition Proposal no 
longer constitutes a Superior Proposal, and (IV) the Board of Directors of Parent has taken 
into account any amendments or other revisions to the terms and conditions of this 
Agreement agreed to by Purchaser in writing prior to the end of the Notice Period and 
determined in good faith, after consultation with its outside legal counsel and financial advisor, 
that a failure to make such Change of Recommendation continues to be reasonably likely to 
be inconsistent with the directors’ fiduciary duties under applicable Law; it being understood 
that any amendments or other revisions to any Acquisition Proposal will be deemed to be a 
new Acquisition Proposal, including for purposes of the Notice Period; provided, that 
subsequent to the initial Notice Period, the Notice Period shall be reduced to three (3) 
Business Days. 

(d) Certain Permitted Disclosure. Nothing contained in this Section 5.03 shall 
prohibit Parent from: (i) taking and disclosing a position contemplated by Rule 14d-9, Rule 14e-2(a)(2) 
or (3) or Item 1012(a) of Regulation M-A promulgated under the Exchange Act; or (ii) making any 
disclosure that constitutes a “stop, look and listen” communication pursuant to Section 14d-9(f) 
promulgated under the Exchange Act, which actions shall not constitute or be deemed to constitute 
a Change of Recommendation; provided, that, if such disclosure does not reaffirm the Company 
Recommendation or has the effect of withdrawing or adversely modifying the Company 
Recommendation, such disclosure shall be deemed to be a Change of Recommendation and Purchaser 
shall have the right to terminate this Agreement as set forth in Section 7.01(c)(i). 

(e) Existing Discussions.  Parent agrees that, from and after the No-Shop Period 
Start Date, it will cease and cause to be terminated any existing activities, solicitations, discussions, or 
negotiations with any parties conducted theretofore with respect to any Acquisition Proposal. Parent 
agrees that it will take the necessary steps to promptly inform the individuals or entities referred to in 
the first sentence of this Section 5.03(e) of the obligations undertaken in this Section 5.03.  Parent also 
agrees that it will as promptly as possible (and in all events within twenty-four (24) hours after the 
expiration of the Go-Shop Period): (i) request each Person that has executed a confidentiality 
agreement in connection with any Acquisition Proposal or its consideration of any Acquisition 



 

-50- 

Proposal to return or destroy all confidential information furnished to such Person by or on behalf of 
it or any of its Subsidiaries; and (ii) terminate any data room or other diligence access of such Person. 

(f) Notice. In addition to Parent’s obligation to provide prior written notices to 
Purchaser pursuant to Section 5.03(c), within twenty-four (24) hours after the expiration of the Go-
Shop Period, Parent shall: (i) notify Purchaser in writing of the identity of each Person who signed a 
confidentiality agreement contemplated by Section 5.03(a) or from whom Parent or any of its 
Subsidiaries received an Acquisition Proposal after the beginning of the Go-Shop Period and prior to 
the No-Shop Period Start Date; and (ii) provide Purchaser with un-redacted copies of any written 
requests, proposals, or offers, including proposed agreements, and the material terms and conditions 
of any proposals or offers (or where no such copies are available, a reasonably detailed written 
description thereof). From and after the No-Shop Period Start Date, Parent agrees that it will promptly 
(and, in any event, within twenty-four (24) hours) notify Purchaser if any inquiries, proposals, or offers 
with respect to an Acquisition Proposal or that may reasonably be expected to lead to an Acquisition 
Proposal are received by, any information in connection therewith is requested from, or any 
discussions or negotiations related thereto are sought to be initiated or continued with, it or any of its 
Representatives indicating, in connection with such notice, the name of such Person making the 
Acquisition Proposal and providing un-redacted copies of any written requests, proposals or offers, 
including proposed agreements, the material terms and conditions of any proposals or offers (or where 
no such copies are available, a reasonably detailed written description thereof) and thereafter shall 
keep Purchaser reasonably informed, on a current basis, of the status and terms of any such inquiries, 
proposals or offers (including any amendments thereto) and the status of any such discussions or 
negotiations, including any change in Parent’s intentions as previously notified. 

(g) Standstills. During the period commencing with the Effective Date and 
continuing until the earlier to occur of the termination of this Agreement pursuant to Article VII and 
Closing, Parent and the Companies shall not terminate, amend, modify, or waive any provision of any 
confidentiality agreement, standstill agreement, or similar agreement to which Parent or the 
Companies is a party and shall enforce, to the fullest extent permitted under applicable Law, the 
provisions of any such agreement, including by obtaining injunctions to prevent any breaches of such 
agreements and to enforce specifically the terms and provisions thereof. Notwithstanding anything to 
the contrary contained in this Agreement, Parent and the Companies shall be permitted to terminate, 
amend, modify, waive or fail to enforce any provision of any confidentiality agreement, standstill 
agreement, or similar agreement to the extent the Board of Directors of Parent determines in good 
faith, after consultation with its outside legal counsel and financial advisor, that failure to take such 
action would be reasonably likely to be inconsistent with the directors’ fiduciary duties under 
applicable Law. Parent acknowledges and agrees that nothing in the Confidentiality Agreement shall 
prohibit, prevent or restrict the ability of Parent or any Person acting on behalf of Parent to propose 
or make amendments or other revisions to the terms and conditions of this Agreement or otherwise 
exercise its rights under the last paragraph of Section 5.03(c) and any acts taken in connection 
therewith shall under no circumstances be considered a breach of either of the Confidentiality 
Agreement.  At the Closing, Parent shall cause to be assigned to Purchaser all assignable rights under 
confidentiality agreements entered into by Parent or any of its Subsidiaries (other than the Companies) 
with respect to any actual or prospective Acquisition Proposal.  

(h) As used in this Section 5.03, the following terms have the following meanings: 

(i) “Acquisition Proposal” means, other than the Transactions, any 
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proposal, offer, or substantive inquiry with respect to a, or any, tender or exchange offer to 
acquire twenty percent (20.0%) or more of the voting power in Parent or any of its 
Subsidiaries, any inquiry, proposal, or offer with respect to a merger, consolidation, share 
exchange, or other business combination involving Parent or any of its Subsidiaries, or any 
other inquiry, proposal, or offer to acquire, license, lease, exchange, or transfer in any manner 
twenty percent (20.0%) or more of the voting power in (whether by purchase of newly issued 
or outstanding shares of stock, or securities convertible or exchangeable for shares of stock 
regardless of  whether such shares are currently exchangeable or convertible), or 20% or more 
of the business, revenue, net income, or assets of, Parent or any of its Subsidiaries, in each 
case, whether in one or any series of related transactions and whether from one Person or any 
“group” of Persons (as defined under Section 13(d) of the Exchange Act).  

(ii) “Superior Proposal” means a bona fide written Acquisition Proposal 
that is unsolicited (except as permitted under Section 5.03(a) or (b)) and would result in any 
Person or group (as defined in or under Section 13 of the Exchange Act) other than the Parent 
or any of its Subsidiaries, or any controlled Affiliate thereof becoming the beneficial owner, 
directly or indirectly, of fifty percent (50.0%) or more of the total voting power of the equity 
securities of the Companies or fifty percent (50.0%) or more of the consolidated total assets 
(including equity securities of its Subsidiaries) of the Companies that the Board of Directors 
of Parent has determined in good faith, after consultation with its outside legal counsel and 
financial advisor – (A) would result in a transaction that, if consummated, would be more 
favorable to the stockholders of Parent from a financial point of view than the Transactions, 
which may include without limitation consideration of the mix of cash and any stock included 
in the purchase price, the amount of Surplus Notes being repaid, the inclusion of any holdback 
amount, and the terms of required indemnification (after taking into account any revisions to 
the terms of the Transactions contemplated by Section 5.03(c) and the time likely to be 
required to consummate such Acquisition Proposal), and (B) is reasonably capable of being 
consummated on the terms so proposed, in the case of each of (A) and (B), taking into account 
all financial, regulatory, legal, and other aspects of such proposal, including the likelihood of 
termination, the sources of and terms of any financing, financing market conditions and the 
existence of a financing contingency, the timing of closing and the identity of such Person 
making the proposal. 

Section 5.04 Access to Information; Confidentiality.  

(a) Subject to applicable Law, Parent shall, and shall cause the Companies to,  
afford to Purchaser, its Representatives, and, with respect to claims files, it actuaries, reasonable access 
during normal business hours and upon reasonable prior notice, during the period prior to the Closing 
or the termination of this Agreement in accordance with its terms, to all of the Companies’ properties, 
assets, books, contracts, commitments, personnel, and records as Purchaser or its Representatives may 
reasonably request (which shall include, without limitation, all claims files and related information of 
the Companies), and during such period, Parent shall, and shall cause the Companies to, furnish 
promptly to Purchaser: (i) a copy of each report, schedule, registration statement and other document 
filed, furnished, or received by it during such period pursuant to the requirements of federal or state 
securities Laws; and (ii) all other information concerning the Companies’ business, properties, and 
personnel (or Parent’s business properties, and personnel to the extent they relate to the Companies’ 
business, properties, and personnel) as the other party may reasonably request (including all claims 
files and work papers of its auditors and all Tax Returns filed and those in preparation); provided, that 
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neither Parent nor any of the Companies shall be required to provide access to or to disclose 
information where – (A) such access or disclosure would breach any agreement with any third party 
in effect on the Effective Date, (B) such information constitutes privileged attorney work product or 
is subject to the attorney client privilege, or (C) such access or disclosure would violate any applicable 
Law. In the event any of the restrictions in clauses (A) through (C) of the foregoing sentence shall 
apply, the parties will make appropriate alternate disclosure arrangements in good-faith, including 
adopting additional specific procedures to protect the confidentiality of sensitive material and to 
ensure compliance with applicable Laws, including antitrust Laws. As soon as reasonably practicable 
after they become available, but in no event more than thirty (30) days after the end of each calendar 
month ending after the Effective Date, Parent will furnish to Purchaser: (x) consolidated financial 
statements (including balance sheets and statements of operations) of Parent and the Companies as 
of and for such month then ended; (y) internal management financial control reports showing actual 
financial performance against plan and previous period; and (z) any reports provided to the Board of 
Directors of Parent or any Company Board, or any committee thereof, relating to the financial 
performance and risk management of Parent and the Companies. In addition, Parent will furnish 
Purchaser with a copy of each report filed by it or any of the Companies with a Governmental Entity 
within three (3) Business Days following the filing thereof.  

(b) Parent will notify Purchaser reasonably promptly after: (i) each event, 
occurrence, or other circumstance that causes, or is reasonably likely to cause, claims under insurance 
policies written by one the Companies to equal or exceed Five Hundred Thousand and No/100 
Dollars ($500,000.00); and (ii) every individual claim that is made under an insurance policy written by 
one of the Companies that equals or exceeds Seventy-Five Thousand and No/100 Dollars 
($75,000.00). 

(c) From time to time upon the written request of Purchaser, prior to the earlier 
to occur of the Closing or the earlier termination of this Agreement, Parent shall provide to Purchaser 
updated and current copies of Parent’s and the Companies’ large loss report and case and bulk reserves 
reports. 

(d) All such information shall be held confidential in accordance with the terms 
of the confidentiality agreement, dated September 5, 2018, between Purchaser and Sandler O’Neill & 
Partners L.P., on behalf of the Parent (the “Confidentiality Agreement”).  

Section 5.05 Requisite Regulatory Approvals. Upon the terms and subject to the conditions 
set forth in this Agreement, and with the commercially reasonable cooperation of Parent and the 
Companies, Purchaser agrees to use commercially reasonable efforts to take, or cause to be taken, all 
actions that are necessary, proper, or advisable under this Agreement and applicable Laws to 
consummate and make effective the Transactions as promptly as reasonably practicable.  In 
furtherance of the foregoing, each party shall, and shall cause its respective Subsidiaries to, use 
commercially reasonable efforts to reasonably cooperate and use commercially reasonable efforts to 
prepare as promptly as possible all documentation, to effect all filings, and to obtain all permits, 
consents, approvals, and authorizations of Governmental Entities necessary to consummate the 
Transactions and the repayment in full of the Surplus Notes applicable to it (the “Requisite Regulatory 
Approvals”), and will make all applicable required filings in respect of those Requisite Regulatory 
Approvals as soon as practicable (and, in any event, with respect to any applications required for the 
Equity Sale with the applicable Insurance Regulators, no later than thirty (30) days after the Effective 
Date and, in the case of preliminary notice to the Florida Office of Insurance Regulation within five 
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(5) days after the Effective Date). Parent and the Companies shall use commercially reasonable efforts 
to reasonably cooperate with Purchaser, and use commercially reasonable efforts to provide such 
information that is requested by Purchaser, in order to permit Purchaser to prepare and submit the 
filings for the Requisite Regulatory Approvals and respond to requests for additional information from 
applicable Governmental Entities. Notwithstanding anything to the contrary in this Section 5.05, none 
of Parent or the Companies, nor Purchaser or any of its Affiliates, shall be required to take any action, 
or commit to take any action, or agree to any condition or restriction, in connection with obtaining or 
complying with any Requisite Regulatory Approvals that would reasonably be expected to have, 
individually or in the aggregate, a material adverse effect on the business, financial condition, 
properties, assets, liabilities, or results of operations of: (x) Parent; (y) the Companies taken as a whole; 
or (z) Purchaser and its Subsidiaries, taken as a whole, following the Closing (a “Burdensome 
Condition”). Subject to applicable Law and the instructions of any Governmental Entity, Purchaser 
shall inform Parent in writing if any Governmental Entity with jurisdiction over Purchaser or its 
Subsidiaries has advised or notified any of Purchaser or its Subsidiaries of such Governmental Entity’s 
determination to impose a restriction or requirement in connection with or as a result of the 
Transactions, which upon compliance therewith would constitute a Burdensome Condition, including 
reasonable detail regarding the restriction or requirement imposed by the Governmental Entity; 
provided, that, for the avoidance of doubt, in no event shall Purchaser be obligated to provide Parent 
or the Companies with any information relating to or containing any confidential supervisory or 
regulatory examination materials or information.  Each party shall promptly furnish to the other 
parties copies of notices or other written communications received by it or any of its Subsidiaries from 
any Governmental Entity with respect to the Transaction, and each party will have the right to review 
in advance, and to the extent practicable each party will consult with the other party, in each case 
subject to applicable Laws relating to the confidentiality of information, all information relating to it 
and any of its Subsidiaries that appear in any filing made with or written materials submitted to any 
Governmental Entity in connection with the Requisite Regulatory Approvals; provided, that, for the 
avoidance of doubt, in no event shall any party be obligated to provide the other parties with any 
information relating to or containing any confidential supervisory or regulatory examination materials 
or information. Each party agrees that it will consult with the other party with respect to obtaining all 
other material permits, consents, approvals, and authorizations of all Governmental Entities necessary 
or advisable to consummate the Transactions, and each party will keep the other party apprised of the 
status of material matters relating to completion of the Transactions. No party shall participate in any 
meeting, or initiate any material substantive conversation, with any Governmental Entity relating to 
the Transactions without giving the other party reasonably prior notice of the meeting or conversation. 
The parties shall promptly deliver to each other copies of all filings, correspondence, and orders to 
and from all Governmental Entities in connection with the Transactions, including seeking the 
Requisite Regulatory Approvals; provided, that each party may redact such information as may 
reasonably be considered proprietary, sensitive, or confidential (including financial projections, 
business plans, or personal information).  

Section 5.06 Further Assurances. From and after the Closing, consistent with the terms and 
conditions hereof, Parent and Purchaser shall and shall cause each of their respective Subsidiaries to, 
and shall use commercially reasonable efforts to cause their Affiliates to, promptly execute, 
acknowledge, and deliver such instruments, certificates, and other documents and take such other 
action as a party may reasonably require in order to carry out any of the Transactions. Following the 
Closing, the parties shall use commercially reasonable efforts to reasonably cooperate with one 
another to prepare and file all documents and forms and amendments thereto as may be required by 
applicable Law with respect to the Transactions.  
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Section 5.07 Notification of Certain Matters.  Parent and the Companies, on the one hand, 
and Purchaser, on the other hand, shall promptly notify each other of: (a) any notice or other 
communication received by such party from any Governmental Entity in connection with the 
Transactions by or from any Person alleging that the consent of such Person is or may be required in 
connection with the Transactions; (b) any Action commenced or, to such party’s knowledge, 
threatened against, relating to or involving or otherwise affecting such party or any of its Subsidiaries 
which, in any such case, relate to the Transactions; or (c) any change, condition, or event that either – 
(i) renders, or would reasonably be expected to render, any representation or warranty of such party 
set forth in this Agreement to be untrue or inaccurate to an extent such that the condition set forth in 
Section 6.02(a) or Section 6.03(a), as applicable, would not be satisfied if the Closing were to then 
occur, or (ii) that results, or would reasonably be expected to result, in any failure of such party to 
comply with or satisfy in any material respect any covenant, condition, or agreement (including any 
condition set forth in Article VI) to be complied with or satisfied by such party hereunder.  

Section 5.08 Employees.  

(a) Prior to the Closing: (i) the employment of each Business Employee who as 
of the Effective Date is not already employed by the Companies shall be transferred to MM; and (ii) 
the employment of each employee who is not a Business Employee shall be transferred to Parent or 
an Affiliate of Parent (other than the Companies).  All Business Employees employed by the 
Companies immediately prior to the Closing shall automatically become employees of Purchaser and 
its Affiliates (which may be the Companies) as of the Closing. Nothing contained in this Section 5.08 
shall – (I) be construed to create (A) any third-party beneficiary rights in any current or former 
employee of Parent or the Companies, or (B) any right to employment or continued employment for 
any specified period or to a particular term or condition of employment with Purchaser or its Affiliates, 
or (II) limit the ability of Purchaser or its Affiliates to amend, modify, terminate, or decline to 
implement or continue, as applicable, any Parent Plan, Company Plan or other benefit plan, program, 
agreement, or arrangement at any time assumed, established, sponsored, or maintained by Parent or 
the Companies.  

(b) As of the Closing Date, Parent shall cause the Companies to terminate the 
participation of each Business Employee in each Parent Plan and in no event shall any Business 
Employee be entitled to accrue any benefits under such Parent Plans with respect to services rendered 
or compensation paid on or after the Closing. The parties hereto agree that the Companies shall have 
no liabilities or obligations with respect to any Parent Plan for periods on and after the Closing.  If 
requested by Purchaser after the Effective Date and prior to the Closing, the Companies shall 
terminate, effective as of the Closing Date, any Company Plans that are intended to constitute a tax-
qualified defined contribution plan under Code Section 401(k) (a “401(k) Plan”).  The Business 
Employees shall, effective immediately after the Closing, be eligible to participate in a corresponding 
Purchaser Plan at such time as the terms and conditions of the Purchaser Plan permit them to 
participate therein if the Companies are requested by Purchaser to terminate a 401(k) Plan or if the 
Companies terminate participation of the Business Employees in a Parent 401(k) Plan, and Purchaser 
agrees to use commercially reasonable efforts to take such actions as may be required to facilitate, and 
shall use commercially reasonable efforts to cause the trustee of the corresponding Purchaser Plan to 
accept, a direct rollover of all or a portion of a Business Employee’s distribution from the Parent’s or 
a Company’s 401(k) Plan, including any 401(k) Plan loans under terms and conditions established by 
the administrator of the corresponding Purchaser Plan.   
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Section 5.09 Public Announcements. Purchaser and Parent shall reasonably cooperate with 
respect to the issuing of any press release or other public statements with respect to this Agreement 
and the Transactions; provided, that, prior to the Closing, no party to this Agreement shall issue any 
press release or make any public announcement relating to this Agreement and the Transactions 
without the prior written approval of the other parties hereto; provided further, that each party may 
issue a press release or make other public statements relating to the Transactions without obtaining 
the other parties’ consent of any kind, providing notice or otherwise complying with this Section 5.09 
(but will use commercially reasonable efforts to consult with the other parties in advance of such 
disclosure to the extent practicable and not prohibited by applicable Law or after disclosure is made 
if not prohibited by applicable Law) to the extent such party has received the advice of legal counsel 
(which may be in-house counsel) that it is required to make such disclosure to comply with applicable 
securities Laws relating to the regulation of the securities markets in the jurisdictions in which such 
party’s securities are traded or otherwise regulated, including any applicable rules of any market or 
exchange on which the shares of the foregoing may be listed for trading. 

Section 5.10 No Control of Other Party’s Business. Nothing contained in this Agreement 
shall give Purchaser, directly or indirectly, the right to control or direct the operations of the 
Companies prior to the Closing, and nothing contained in this Agreement shall give Parent or the 
Companies, directly or indirectly, the right to control or direct the operations of Purchaser or its 
Subsidiaries prior to the Closing. Prior to the Closing, each of Parent and Purchaser shall exercise, 
consistent with the terms and conditions of this Agreement, complete control and supervision over 
its and its Subsidiaries’ respective operations.  

Section 5.11 Operating Functions.   

(a) Prior to Closing, senior officers of Parent and Purchaser shall meet from time 
to time as Purchaser may reasonably request, to discuss transition matters and review the financial and 
operational affairs of the Companies, and Parent shall give reasonable due consideration to Purchaser’s 
input on such operational affairs with the understanding that neither Parent nor any of its Subsidiaries 
shall be required to agree to any material contractual obligation that is not contingent upon the 
consummation of the Closing. 

(b) For a period of six (6) months after Closing, Parent shall cause its then-existing 
officers to be made available to provide assistance reasonably requested by Purchaser in connection 
with the transition of the business operations of the Companies from the control of Parent to 
Purchaser; provided, that such assistance shall be subject to the reasonable availability of the foregoing 
individuals (such availability not to be unreasonably withheld, conditioned, or delayed) and shall be 
limited to no more than ten (10) hours per week.  As part of the foregoing, Parent shall reasonably 
cooperate with Purchaser to provide to Purchaser, within a reasonable period of time after Purchaser’s 
request therefor, copies of all books and records and responses to requests for historical information 
not previously made available to Purchaser, with respect to the Companies and their past business 
operations as Purchaser may reasonably request. 

Section 5.12 Restrictive Covenants.  

(a) Non-Compete.  For a period of five (5) years from and after the Closing Date 
(the “Restricted Period”), Parent shall not, and shall cause all of its Subsidiaries and its Affiliates that 
it controls, not to do any of the following, whether directly or indirectly through one or more 
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intermediaries: (i) engage in any Restricted Business; or (ii) own the equity securities of, manage, 
operate, or control any Person that engages in a Restricted Business.  Notwithstanding the immediately 
preceding sentence, this Section 5.12(a) shall not operate to prevent or restrict (A) the ownership of 
capital stock of Purchaser, subject to the terms of the Standstill Agreement, or (B) the direct or indirect 
acquisition by Parent (through acquisition, merger, or other strategic transaction or otherwise) of an 
interest in any Person that engages, directly or indirectly, in the Restricted Business if Parent’s voting 
or equity ownership interest in such Person does not in the aggregate exceed two percent (2.0%) of 
the total outstanding voting or equity ownership interests of such Person. For purposes of this 
Agreement, “Restricted Business” means marketing, selling, and issuing residential property and 
casualty insurance policies to residential consumers anywhere in the States of Alabama, Florida, 
Georgia, Louisiana, South Carolina, or Texas, but does not mean or include offering or issuing 
reinsurance contracts.  

(b) Non-Solicit/No-Hire. During the Restricted Period, Parent agrees not to, and 
shall cause all of its Subsidiaries and its Affiliates that it controls not to do any of the following, 
whether directly or indirectly through one or more intermediaries: (i) hire (whether as an employee, 
independent contractor, consultant, or otherwise); or (ii) solicit or induce, or attempt to solicit or 
induce, to leave the employment of Purchaser, the Companies, or the Purchaser’s other Subsidiaries 
or violate the terms of their Contracts or any employment arrangements, any Business Employee or 
any officer or employee of Purchaser, the Companies, or any of the Purchaser’s other Subsidiaries 
employed by any of them on the Closing Date; provided, that the foregoing restrictions shall not apply 
to the solicitation or hiring of – (I) any such Persons whose employment has ceased or has been 
terminated by Purchaser or any of its Affiliates at least six (6) months prior to such solicitation or 
hiring; (II) any such Persons who respond to general solicitations of employment through advertising 
media not specifically directed toward such Persons; or (III) any such Persons who contacts Parent 
on his or her own initiative without any solicitation or encouragement from Parent. 

(c) Non-Solicitation of Customers and Suppliers.  During the Restricted Period, 
Parent shall not, and shall cause all of its Subsidiaries and its Affiliates that it controls, not to do any 
of the following, whether directly or indirectly through one or more intermediaries: (i) sell, provide or 
otherwise disclose any customer, agent, or vendor list of the Companies to any other Person; (ii) use, 
directly or indirectly, any customer, agent, or vendor list of the Companies to solicit Persons that were 
customers, agents, or vendors of the Companies at the Closing Date in respect of the provision of 
products or services offered by the Companies immediately prior to the Effective Date or (iii) 
otherwise call upon, solicit, divert, take away, or accept business from any principal, agent, supplier, 
client, customer or other business relationship of the Companies in connection with the Restricted 
Business.  

(d) If any provision contained in this Section 5.12 shall for any reason be held 
invalid, illegal, or unenforceable in any respect, such invalidity, illegality, or unenforceability shall not 
affect any other provisions of this Section 5.12, but this Section 5.12 shall be construed as if such 
invalid, illegal, or unenforceable provision had never been contained herein.  It is the intention of the 
parties that if any of the restrictions or covenants contained herein is held to cover a geographic area 
or to be for a length of time which is not permitted by applicable Law, or in any way construed to be 
too broad or to any extent invalid, such provision not be construed to be null, void and of no effect, 
but to the extent such provision would be valid or enforceable under applicable Law, a court of 
competent jurisdiction shall construe and interpret or reform this Section to provide for a covenant 
having the maximum enforceable geographic area, time period and other provisions (not greater than 
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those contained herein) as shall be valid and enforceable under such applicable Law.  

Section 5.13 Release. Subject to Section 5.14, and without prejudice to, or release of, the 
parties’ respective indemnification obligations under Section 5.16(a) and Article VIII, at or prior to 
the Closing: (a) the Companies shall execute releases acquitting, releasing, and discharging Parent, any 
of its Affiliates (other than the Companies), and the directors of Parent from any and all liabilities to 
the Companies that exist as of the Closing Date or that arise in the future from events or occurrences 
taking place prior to or as of the Closing Date, and (b) Parent and its Subsidiaries (other than the 
Companies) shall execute releases acquitting, releasing, and discharging the Companies and any of 
their Affiliates from any and all liabilities to Parent or any of its Subsidiaries (other than the 
Companies) that exist as of the Closing Date or that arise in the future from events or occurrences 
taking place prior to or as of the Closing Date and relating to the Companies; provided, however, that 
such releases shall not apply to, or restrict in any way, Losses contemplated by this Agreement or any 
Transaction Document. 

Section 5.14 Intercompany Arrangements.  

(a) Parent and the Companies shall take or cause to be taken such action and/or 
make or cause to be made such payments as may be necessary so that, immediately prior to the Closing, 
unless otherwise agreed to by the parties in writing: (i) all liabilities between the Parent and its 
Subsidiaries (other than the Companies), on the one hand, and one or more of the Companies, on the 
other hand, are discharged, terminated, or otherwise settled with no further liability to the Companies; 
and (ii) the Contracts or arrangements required to be set forth on Section 3.18 of the Parent Disclosure 
Letter (other than Contracts or arrangements between a Company, on the one hand, and another 
Company, on the other hand) are terminated at or prior to the Closing with no further liability to the 
Companies.  

(b) Without limiting the generality of clause (a) above, at or prior to the Closing, 
Parent and the Companies shall take, or cause to be taken, all such actions necessary so that 
Intercompany Receivables or Intercompany Payables shall have been settled or paid no later than 
immediately prior to the Closing. Following the Closing, Parent shall, and shall cause its Subsidiaries 
to, retain all books, records, and documents pertaining to all liabilities, Contracts, and arrangements 
discharged, terminated, or settled, as the case may be, pursuant to Section 5.14(a) above and this clause 
(b) for a period of seven (7) years from the Closing Date, and to make the same available after the 
Closing for inspection and copying by Purchaser, the Companies, and their respective Representatives 
during normal business hours and upon reasonable advance notice, for any legitimate business 
purpose (including for financial reporting, compliance or tax purposes). 

Section 5.15 Listing. Purchaser shall use commercially reasonable efforts to cause the shares 
of Purchaser Common Stock consisting of the Stock Consideration to be approved for listing on 
NASDAQ, subject to official notice of issuance, as soon as reasonably practicable after the Closing.  

Section 5.16 Tax Matters.  

(a) Parent shall be liable for, and indemnify and hold harmless, each Purchaser 
Indemnitee (including, after the Closing Date, the Companies) from, against, and for any and all 
Losses imposed upon or incurred by any such Purchaser Indemnitee which arise out of or are in 
connection with any Excluded Taxes.  
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(b) After the Closing, Parent and Purchaser shall: (i) assist (and cause their 
respective Affiliates to assist) the other parties in preparing and filing any Tax Returns of the 
Companies, provided that Parent shall prepare, or cause to be prepared, and file, or cause to be filed, 
the income Tax Returns of the Companies for the Tax period ending on the Closing Date (provided, 
that a complete copy of the Tax Return is provided to Purchaser reasonably in advance of the filing 
thereof); (ii) cooperate fully in preparing for any audit of, or dispute with, any taxing authority 
regarding, any Tax Return of the Companies, or of the Parent or any of its Affiliates to the extent to 
which the Companies could have liability for Taxes due by the Parent or any of its Affiliates; (iii) make 
available to the other parties and to any taxing authority as reasonably requested all information, 
records, and documents relating to Taxes of the Companies, or of the Parent or any of its Affiliates 
to the extent to which the Companies could have any liability for Taxes due by the Parent or any of 
its Affiliates; (iv) provide timely notice to the other parties in writing of any pending or threatened tax 
audit or assessment of the Companies, Parent, or any of Parents’ Affiliates for Taxes for which the 
other party may have a liability; and (v) furnish the other parties with copies of all correspondence 
received from any taxing authority in connection with any audit or information request with respect 
to the Companies, Parent, or any of Parent’s Affiliates for Taxes for which the other parties may have 
a liability.  

(c) Claims. 

(i) If a claim shall be made, or Tax Contest initiated, by any taxing 
authority which, if successful, might result in an indemnity payment pursuant to Section 
5.16(a), then the party in receipt of the claim shall give notice to the other parties thereof; 
provided, however, that the failure to give such notice shall not affect the indemnification 
provided hereunder except to the extent that the party to be notified has been materially 
prejudiced as a result of such failure. Parent shall have the right to represent the Companies’ 
interests in connection with any such claim or Tax Contest relating solely to Excluded Taxes 
and to employ Representatives of its choice at its expense; provided, that: (A) Parent shall 
have first notified Purchaser in writing of its intention to do so and of the identity of 
Representatives, if any, chosen by the Parent in connection therewith; (B) Parent shall be liable 
for any expenses, including fees for outside attorneys and other outside consultants, incurred 
in connection with any such claim or Tax Contest (other than those incurred by Purchaser 
and its Affiliates); and (C) with respect to any such claim or Tax Contest, Parent must 
periodically consult, in good faith, with Purchaser with respect to the conduct of such claim 
or Tax Contest and shall keep Purchaser reasonably informed regarding the status thereof. 
Notwithstanding the foregoing provisions of this Section 5.16(c), Parent shall not settle any 
such claim or Tax Contest without the prior written consent of Purchaser, which consent shall 
not be unreasonably withheld, conditioned, or delayed by Purchaser if Purchaser reasonably 
determines that such settlement could have a material adverse impact on Purchaser or any of 
its Affiliates (including, without limitation, the Companies) for any Tax period (or portion 
thereof) after Closing.  Purchaser and Representatives of its own choosing shall at Purchaser’s 
expense have the right to participate fully in (but not to control) all aspects of the prosecution 
or defense of such claim or Tax Contest if it reasonably determines that such Tax Contest 
could have a material adverse impact on Purchaser or any of its Affiliates (including, without 
limitation, the Companies) for any Tax Period (or portion thereof) after Closing. 

(ii)  In the case of a claim or Tax Contest involving the Parent or any of 
its Subsidiaries which relates to both Excluded Taxes and other items, Purchaser and Parent 
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shall use reasonable efforts to cause such Tax Contest to be split into separate Tax Contests, 
at least one of which relates solely to Excluded Taxes which shall be governed by Section 
5.18(c)(i).  Notwithstanding the foregoing, if Purchaser and Parent are unable to split such Tax 
Contest in accordance with the preceding sentence, Purchaser shall have the right to control 
any remaining Tax Contest relating to both Excluded Taxes and other items; provided, that: 
(A) Purchaser shall have first notified Parent in writing of its intention to do so and of the 
identity of Representatives, if any, chosen by Purchaser in connection therewith; (B) Purchaser 
shall be liable for any expenses, including fees for outside attorneys and other outside 
consultants, incurred in connection with any such claim or Tax Contest (other than those 
incurred by Parent and its Affiliates); (C) with respect to any such claim or Tax Contest, 
Purchaser must periodically consult, in good faith, with Parent with respect to the conduct of 
such claim or Tax Contest and shall keep Purchaser reasonably informed regarding the status 
thereof; and (D) Parent and Representatives of its own choosing, at Parent’s expense, shall 
have the right to participate fully in (but not control) all aspects of the prosecution or defense 
of such claim or Tax Contest.  Notwithstanding the foregoing, Purchaser shall not settle any 
such Tax Contest without the prior written consent of Parent, which consent shall not be 
unreasonably withheld, conditioned, or delayed, if such settlement could (i) cause Parent to 
have an indemnification obligation under Section 5.16(a) or (ii) in Parent’s reasonable 
determination, cause a material adverse impact on Parent or any of its Affiliates (including, 
without limitation, the Companies) for any Tax period (or portion thereof) on or before 
Closing. 

(iii) With respect to a claim or Tax Contest for which Parent is not subject 
to an indemnification obligation under Section 5.16(a), Purchaser shall have the exclusive right 
to control, at its own expense, any such claim or Tax Contest involving the Companies (other 
than any Tax Contest described in Sections 5.16(c)(i) and (ii)).  

(d) During the period from the Effective Date to the Closing, Parent and the 
Companies shall timely pay all Taxes (including estimated Taxes) when due in accordance with 
applicable Law and past practice.  

(e) Any Tax refunds that are directly attributable to the taxable income of the 
Companies that are received (or, in the case of a Pre-Closing Tax Straddle Period, that would have 
been received if the Straddle Period ended on the end of the Closing Date) by Purchaser or any of its 
Affiliates (including, following the Closing, for the avoidance of doubt, the Companies), and any 
amounts credited against any Taxes that are directly attributable to the taxable income of the 
Companies and to which Purchaser or any of its Affiliates (including, following the Closing, for the 
avoidance of doubt, the Companies) become entitled, that relate to any Tax period (or portion thereof) 
ending on or before the end of the Closing Date, shall be held for the account of Parent to the extent 
of the amount attributable to such pre-Closing period, and Purchaser shall pay over to Parent, as 
additional purchase price for the Company Equity, the amount of any such refund or the amount of 
any such credit within fifteen (15) days after Purchaser’s or any of its Affiliates’ receipt or entitlement 
thereto.  Purchaser shall use commercially reasonable efforts to timely and properly prepare, or cause 
to be prepared, and file, or cause to be filed, any claim for refund, amended Tax Return, or other Tax 
Return required to obtain any such available Tax refunds from any such pre-Closing Tax period; 
provided, that if Purchaser determines, in its sole discretion, that such filing is disadvantageous to the 
Tax position of Purchaser or any of its Affiliates (including, without limitation, the Companies), then 
Purchaser may elect to promptly pay the amount of such Tax refunds to Parent without making any 
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such filing.   Any costs and expenses reasonably incurred by Purchaser to make any of the filings 
referred to in the preceding sentences of this Section 5.16(e) shall be borne by Parent and promptly 
reimbursed to Purchaser upon request, except to the extent to which such costs and expenses relate 
to aspects of the filing that do not relate to any such refund payable to Parent.   

(i) In the event that Parent receives or realizes (or could receive or realize) 
into Parent’s consolidated Tax Return any Tax refund or amounts credited against any Taxes 
that are directly attributable to the taxable income of Parent or its Affiliates, as a result of a 
carryback of a Tax attribute of any of the Companies that arises or occurs after the Closing 
Date, then Parent shall hold for the account of Purchaser the amount of any such Tax refund 
or credits and promptly pay the same over to Purchaser within fifteen (15) days after Parent’s 
or any of its Affiliates’ receipt or entitlement thereto.  Parent shall not unreasonably withhold, 
condition, or delay its consent to the preparation and filing of any claim, amendment to a Tax 
Return, or other Tax Return required to obtain any such available Tax refunds or credits; 
provided, that if Parent determines, in its sole discretion, that such a filing is disadvantageous 
to the Tax position of Parent or any of its Affiliates, then Parent may elect to promptly pay 
the amount of such Tax refunds or credits to Purchaser without authorizing such filing.  
Except to the extent to which such filings involve filings requested by Parent pursuant to the 
first paragraph of this Section 5.16(e), all costs and expenses incurred by Purchaser to make 
any of the filings referred to in this Section 5.16(e)(i) shall be borne solely by Purchaser.   

(f) Purchaser shall be a “C corporation” for purposes of the Code.  Purchaser 
shall cause MIC and MM to (i) join Purchaser’s “consolidated group” (within the meaning of Treasury 
Regulation Section 1.1502-1(h)) effective as of the beginning of the date following the Closing Date 
and (ii) to the extent permitted by applicable Law, treat the Closing Date as the last date of a Tax 
period of MIC and MM (the “Agreed Tax Treatment”).  Each party hereto shall file all Tax Returns 
consistently with the Agreed Tax Treatment and shall not take any position inconsistent therewith.  
Subject to the Agreed Tax Treatment and the Section 338(h)(10) Election, both of which shall control, 
Taxes for the Pre-Closing Tax Straddle Period shall be allocated as follows: the amount of any Taxes 
based on or measured by income or receipts of the Companies shall be determined based on an interim 
closing of the books as of the close of business on the Closing Date and the amounts of other Taxes 
shall be allocated pro rata based on the total number of days of the Straddle Period occurring within 
the Pre-Closing Tax Straddle Period. 

(g) Purchaser shall not, and shall not permit any of its Affiliates (including, 
following the Closing, for the avoidance of doubt, the Companies) to do any of the following: (i) file, 
re-file, supplement, or amend any Tax Return of the Companies for any Tax period ending on or 
before the Closing Date; (ii) voluntarily approach any taxing authority regarding any Taxes that were 
paid, or Tax Returns that were filed, by the Companies on or before the Closing Date; (iii) take any 
action relating to Taxes that creates a Tax liability on the Closing Date that is outside the ordinary 
course of business; or (iv) make any Tax election for the Companies that becomes effective on or 
before the Closing Date; provided, that Purchaser shall be permitted to take such actions – (I) to the 
extent provided in Section 5.16(e); or (II) in response to a written request from Parent that is accepted 
by Purchaser; or (III) to the extent that Parent consents in writing, which consent shall not be 
unreasonably withheld, conditioned or delayed. 

(h) Each of Parent and Purchaser shall be liable for fifty percent (50.0%) of any 
transfer, stamp, documentary, registration, sales, use, and other such Taxes and any conveyance fee, 
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recording charge, and other fees and charges (including any penalties and interest) (“Transfer Taxes”) 
incurred as a result of the transfers effected pursuant to this Agreement. 

(i) As of the Closing Date, any Tax sharing or allocation agreement or 
arrangement, whether or not written, that may have been entered into between any of the Companies, 
on the one hand, and Parent or any of its Affiliates (other than the Companies), on the other hand, 
shall be fully reconciled and concluded.  

(j) Notwithstanding anything in this Agreement to the contrary, Parent makes no 
representation with respect to the amount or availability of loss carryovers or any other tax attributes 
of the Companies for any Tax period (or portion thereof) after Closing. 

Section 5.17 Assignments. 

(a) Lease Agreements.  The parties shall use commercially reasonable efforts to: 
(a) assign from Parent to MM that certain Lease Agreement dated April 25, 2014 between Highwoods 
Realty Limited Partnership (as successor to HRLP Raleigh, L.P.) and Parent, as amended by that 
certain Commencement Agreement and Lease Amendment Number One dated August 1, 2014, that 
certain Second Amendment to Lease Agreement dated December 22, 2015 between and Parent, and 
that certain Commencement Agreement and Lease Amendment Number Three dated May 8, 2018 
(as amended, the “Tampa Office Lease”); (b) obtain the approval of the Transactions from the 
landlord under that certain Lease, dated February 28, 2017 by and between SPUS8 8750 NCX, LP 
and MM; and (c) release the Parent from the Tampa Office Lease.  To the extent that the consent of 
one or more of the landlords are not obtained in respect of the foregoing, the parties agree to use 
commercially reasonable efforts to explore a mutually acceptable alternative to the foregoing. 

(b) Investments.  Prior to Closing: (i) MIC shall assign to Parent all of its right, 
title, and interest in and to the partnership or membership interests issued by Pivotal Capital Fund, 
LP, FGI Metrolina Property Income Fund, LP, and Argo Holdings Fund I, LLC (each, a “Fund” and, 
collectively, the “Funds”) in exchange for the statutory carrying value thereof paid in immediately 
available funds by Parent to MIC, pursuant to assignment instruments in forms and substance 
reasonably satisfactory to Purchaser and pursuant to which Parent agrees to indemnify and hold 
harmless MIC in connection with any and all losses, liabilities, and other obligations in connection 
with the investments in the Funds; (ii) MIC shall obtain consents from each Fund to such assignments 
in forms and substance reasonably satisfactory to Purchaser, with the consent from FGI Metrolina 
Property Income Fund, LP including, without limitation, acknowledgements from that Fund that MIC 
has no further duties, obligations, or liabilities in connection with the investment in that Fund and an 
estoppel certification that MIC is not in default of its subscription agreement, or any agreements or 
other documents governing the operation of that Fund or MIC’s investment in that Fund; (iii) MIC 
and Parent shall provide copies of the fully-executed versions of the aforementioned assignments and 
consents to Purchaser; and (iv) MIC shall sell, assign, transfer, or otherwise dispose of all invested 
assets of MIC, and all other securities and other forms of investment of every kind of MIC, that are 
not in the form of certificates of deposit or securities that both – (A) are either (I) rated “Baa3/BBB-
” or higher by either Standard & Poor’s Ratings Services or Moody’s Investors Service, or (II) cash or 
marketable bonds rated by the National Association in Insurance Commissions in the category of “1” 
or “2”, and (B) have a weighted average life of not more than five (5) years (including, without 
limitation, all of the equity interests identified in Item 1 of Section 3.03 of the Parent Disclosure 
Letter). 
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(c) Other Contracts.  The parties shall use commercially reasonable efforts to 
obtain the consent of any Governmental Entity or any third party whose consent, approval, order, or 
authorization is required, or to whom a registration, declaration or filing with or notice to shall be 
made or obtained, by Parent or any of the Companies in connection with the execution, delivery, or 
performance by Parent of this Agreement or to consummate the Transactions (including, without 
limitation, with respect to all of the Contracts and other instruments listed in Sections 3.05(a) and 
3.05(b) of the Parent Disclosure Letter). 

Section 5.18 Surplus Notes.  As part of the Form A approval process, Purchaser shall have 
obtained all permits, consents, approvals, and authorizations of Governmental Entities necessary to 
permit the repayment in full, and subsequent cancelation, of all of the Surplus Notes plus all accrued 
and unpaid interest thereon on the Closing Date without reservation or condition.  In connection with 
such approval process, Purchaser shall commit to each applicable Governmental Entity to make a 
capital contribution to MIC at Closing in an amount sufficient to secure approval by each 
Governmental Entity of the replacement of the Surplus Notes, up to an amount of Eighteen Million 
and No/100 Dollars ($18,000,000.00). 

Section 5.19 Closing Surplus.  On the Closing Date, Parent and the Companies will 
reasonably and in good faith prepare and deliver to Purchaser a written statement of the amount of 
the Statutory Surplus on the Closing Date (the “Closing Surplus”), which Closing Surplus shall be 
reflected on and delivered with supporting STAT Financial Statements of MIC as of the Closing Date 
and any other supporting calculations and documentation reasonably requested by Purchaser. 

Section 5.20 Proxy Statement Filing; Information Supplied. 

(a) Parent shall prepare and file with the SEC, as promptly as practicable after the 
Effective Date, and in any event within five (5) Business Days after the expiration of the Go-Shop 
Period, a proxy statement in preliminary form relating to the Stockholders Meeting (such proxy 
statement, including any amendment or supplement thereto, the “Proxy Statement”). Parent agrees, 
as to itself and its Subsidiaries, that: (i) the Proxy Statement will comply in all material respects with 
the applicable provisions of the Exchange Act and the rules and regulations thereunder; and (ii) none 
of the information included by it or any of its Subsidiaries for inclusion or incorporation by reference 
in the Proxy Statement will, at the date of mailing to stockholders of Parent or at the time of the 
Stockholders Meeting, contain any untrue statement of a material fact or omit to state any material 
fact required to be stated therein or necessary in order to make the statements therein, in light of the 
circumstances under which they were made, not misleading. Except to the extent expressly permitted 
by Section 5.03(c), the Proxy Statement shall include the Company Recommendation and, unless there 
has been a Change of Recommendation in accordance with Section 5.03(c), Parent will continue to 
use its commercially reasonable efforts to obtain the Requisite Company Vote including the 
solicitation of proxies therefor. 

(b) Parent will provide Purchaser and its legal counsel with a reasonable 
opportunity to review and comment on each draft of the Proxy Statement and each draft of other 
documents related to the Stockholders Meeting prior to filing such documents with the applicable 
Governmental Entity and mailing such documents to Parent’s stockholders. Parent will consider in 
good faith for inclusion in the Proxy Statement and such other documents related to the Stockholders 
Meeting all comments reasonably and promptly proposed by Purchaser or its legal counsel and Parent 
agrees that all information relating to Purchaser or its Affiliates included in the Proxy Statement shall 
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be in form and content satisfactory to Purchaser, acting reasonably. Parent shall ensure that the Proxy 
Statement: (i) will not on the date it is first mailed to stockholders of Parent and at the time of the 
Stockholders Meeting or filed with the SEC (as applicable) contain any untrue statement of a material 
fact or omit to state any material fact required to be stated therein or necessary in order to make the 
statements therein, in light of the circumstances under which they are made, not misleading; and (ii) 
will comply as to form in all material respects with the applicable requirements of the Exchange Act. 
Notwithstanding the foregoing, (A) Parent assumes no responsibility with respect to information 
supplied in writing by or on behalf of Purchaser for inclusion or incorporation by reference in the 
Proxy Statement, and (B) Purchaser assumes no responsibility with respect to information supplied in 
writing by or on behalf of Parent or its Affiliates for inclusion or incorporation by reference in the 
Proxy Statement. If at any time prior to the Stockholders Meeting any information relating to Parent, 
Purchaser, or any of their respective Affiliates, should be discovered by a party, which information 
should be set forth in an amendment or supplement to the Proxy Statement, so that either the Proxy 
Statement would not include any misstatement of a material fact or omit to state any material fact 
necessary to make the statements therein, in light of the circumstances under which they are made, 
not misleading, the party that discovers such information shall promptly notify the other party and 
Parent shall prepare (with the assistance of Purchaser) and mail to its stockholders such an amendment 
or supplement, in each case, to the extent required by applicable Law. Parent agrees to cause the Proxy 
Statement as so corrected or supplemented promptly to be filed with the SEC and to be disseminated 
to its stockholders, in each case as and to the extent required by applicable Law. 

Section 5.21 Stockholders Meeting. 

(a) Parent will take, in accordance with applicable Law and its certificate of 
incorporation and bylaws, all action necessary to convene a meeting of holders of Shares (the 
“Stockholders Meeting”) as promptly as practicable and in any event not later than the fortieth (40th) 
calendar day immediately following the date of mailing of the Proxy Statement (and if such day is not 
a Business Day, on the first Business Day subsequent to such day), to consider and vote upon the 
approval and adoption of this Agreement and to cause such vote to be taken, and shall not postpone, 
recess, or adjourn such meeting except to the extent required by applicable Law and with prior notice 
to Parent or, if: (i) on a date that is two (2) Business Days prior to the date the Stockholders Meeting 
is scheduled (the “Original Date”), (A) Parent has not received proxies representing the Requisite 
Company Vote, whether or not a quorum is present, or (B) it is necessary to ensure that any 
supplement or amendment to the Proxy Statement is required to be delivered and in each case, if 
Purchaser so requests or Parent elects, Parent shall postpone, recess, or adjourn, or make one or more 
successive postponements, recesses, or adjournments of, the Stockholders Meeting as long as the date 
of the Stockholders Meeting is not postponed, recessed, or adjourned more than ten (10) days in 
connection with any one postponement, recess, or adjournment or more than an aggregate of thirty 
(30) days from the Original Date in reliance on the preceding sentence; or (ii) within the five (5) 
Business Days prior to the Original Date or any date that the Stockholders Meeting is then scheduled 
to be held, Parent delivers a notice of an intent to make a Change of Recommendation, Purchaser 
may direct Parent to postpone, recess, or adjourn the Stockholders Meeting for up to ten (10) Business 
Days and Parent shall promptly, and in any event no later than the next Business Day, postpone, 
recess, or adjourn the Stockholders Meeting in accordance with Purchaser’s direction and applicable 
Law. 

(b) Once Parent has established a record date for the Stockholders Meeting in 
accordance with applicable Law, Parent will not change such record date or establish a different record 
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date for the Stockholders Meeting without the prior written consent of Purchaser (such consent not 
to be unreasonably withheld, conditioned or delayed), except as required by applicable Law. Parent 
agrees that, unless this Agreement is terminated in accordance with its terms, and, to the extent 
required by the terms of this Agreement, Parent has paid to Purchaser the fee in accordance with 
Section 7.03, its obligations to hold the Stockholders Meeting pursuant to this Section 5.21 shall not 
be affected in any manner, including in connection with: (i) the making of a Change of 
Recommendation by the Board of Directors of Parent; or (ii) the commencement of or announcement 
or disclosure of or communication to Parent of any Acquisition Proposal. 

(c) Unless and until the Board of Directors of Parent shall have effected a Change 
of Recommendation in accordance with Section 5.03(c), the Board of Directors of Parent shall make 
the Company Recommendation. 

(d) Parent agrees to provide Purchaser with reasonably detailed periodic updates 
concerning proxy solicitation results on a timely basis (including, if requested, promptly providing 
daily voting reports, if available). Without the prior written consent of Purchaser, the approval and 
adoption of this Agreement will be the only matter (other than related procedural matters) that Parent 
will propose to be acted on by Parent’s stockholders at the Stockholders Meeting. 

Section 5.22 Filings; Other Actions; Notification.  Parent shall promptly notify Purchaser 
of the receipt of all comments of the SEC with respect to the Proxy Statement and of any request by 
the SEC for any amendment or supplement thereto or for additional information and without limiting 
the generality of the undertakings pursuant to this Section 5.22, will: (a) promptly provide to Purchaser 
copies of all correspondence between Parent and the SEC with respect to the Proxy Statement; (b) 
provide Purchaser, its financial advisors, and legal counsel a reasonable opportunity to review Parent’s 
proposed response to such comments; (c) consider in good faith any comments proposed by 
Purchaser, its financial advisors, and legal counsel; and (d) provide Purchaser and its counsel a 
reasonable opportunity to participate in any discussions or meetings with the SEC (or portions of any 
such meetings that relate to the Proxy Statement). Parent shall use its commercially reasonable efforts 
to promptly provide responses to the SEC with respect to all comments received on the Proxy 
Statement by the SEC, and Parent shall cause the definitive Proxy Statement to be mailed as promptly 
as possible after the date the SEC staff advises that it has no further comments thereon or that Parent 
may commence mailing the Proxy Statement in accordance with applicable Law. 

Section 5.23 Supplements.  From time to time prior to Closing: (a) Parent shall have the 
right (but not the obligation) to amend and/or supplement the representations and warranties made 
by Parent in Article III, and to amend and/or supplement Sections of the Parent Disclosure Letter, 
by either (i) amending and/or supplementing such representations and warranties made by Parent in 
Article III to refer to exceptions set forth on new Sections of the Parent Disclosure Letter or (ii) 
amending and/or supplementing such Sections of the Parent Disclosure Letter, with respect to any 
matter first arising after the Effective Date (each, a “Parent Supplement”); and (b) Purchaser shall 
have the right (but not the obligation) to amend and/or supplement the representations and warranties 
made by Purchaser in Article IV, and to amend and/or supplement Sections of the Purchaser 
Disclosure Letter by either (i) amending and/or supplementing such representations and warranties 
made by Purchaser in Article IV to refer to exceptions set forth on new Sections of the Purchaser 
Disclosure Letter or (ii) amending and/or supplementing such Sections of the Purchaser Disclosure 
Letter, with respect to any matter first arising after the Effective Date (each, a “Purchaser Supplement” 
and, together with the Parent Supplement, each a “Supplement”). A Supplement shall cure, or be 
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deemed to cure, any inaccuracy in or breach of any representation or warranty contained in this 
Agreement, including for purposes of indemnification and termination rights contained in this 
Agreement or of determining whether or not the conditions set forth in Article VI have been satisfied; 
provided, however, that if, had the Supplement not been delivered, a party would have had the right 
to terminate this Agreement, then such party will have the right to terminate this Agreement for a 
period of ten (10) days after its receipt of a Supplement from another party (or prior to Closing, 
whichever occurs first), and, if such party does not exercise such right, then that party shall be deemed 
to have irrevocably waived its right to terminate this Agreement with respect to such matter and, 
further, shall have irrevocably waived its right to indemnification under this Agreement with respect 
to such matter.  The parties will use commercially reasonable efforts to deliver all Supplements at least 
three (3) Business Days prior to Closing. 

Section 5.24 Directors’, Managers’ and Officers’ Indemnification. 

(a) During the three (3) years following the Closing Date, (i) all rights to 
indemnification or exculpation now existing in favor of the current and former directors, managers 
and officers of the Companies and other Persons (the “Company Indemnified Persons”), as provided 
in their respective organizational documents as of the Effective Date, with respect to any matters 
occurring prior to the Closing, shall survive the consummation of the Transactions except to the 
extent such matters are brought by, or on behalf of, Parent or its Affiliates in any respect, and (ii) 
Purchaser shall not permit the organizational documents of the Companies to be amended in any 
respect to delete or materially amend or modify any such provisions granting such rights to the current 
and former directors, managers and officers of the Companies and other Persons.  To the maximum 
extent permitted by applicable Law, such indemnification shall be mandatory rather than permissive, 
and the Companies shall advance expenses in connection with such indemnification, to the extent 
provided in the Companies’ respective organizational documents as of the Effective Date, except with 
respect to any matters brought by, or on behalf of, Parent or its Affiliates. 

(b) The Company Indemnified Persons entitled to the indemnification, liability 
limitation, and exculpation described in this Section 5.24 are intended to be third party beneficiaries 
of this Section 5.24.  This Section 5.24 shall survive the consummation of the Transactions for a 
period of three (3) years and shall be binding on all successors and assigns of Purchaser. 

(c) If Purchaser, the Companies, or any of their respective successors or assigns 
proposes to (i) consolidate with or merge with or into any other Person or (ii) transfer all or 
substantially all of its assets or properties to any Person, then, and in each case, Purchaser shall use 
commercially reasonable efforts to cause proper provision to be made prior to or concurrently with 
the consummation of such transaction so that the surviving corporation or entity in such proposed 
transaction, or the successors and assigns of Purchaser or the Companies, as the case may be, shall, 
from and after the consummation of such transaction, assume and comply with the covenants and 
obligations set forth in this Section 5.24. 

Section 5.25 Additional Closing Payment.  If the Closing occurs after June 30, 2019 and, on 
the Closing Date, both (a) the Consolidated Net Book Value as shown on the Estimated Closing Date 
Balance Sheet, as certified by Parent pursuant to the Parent Closing Certificate (the “Closing Date Net 
Book Value”), is greater than Forty-Two Million and No/Dollars ($42,000,000) (the “Net Book Value 
Target”), and (b) the Closing Surplus as shown on the Estimated Closing Date Balance Sheet, as 
certified by Parent pursuant to the Parent Closing Certificate (the “Closing Date Surplus Amount”), 
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after taking into account the amount of the full repayment of all Surplus Notes in effect at Closing, is 
greater than Twenty-Nine Million and No/Dollars ($29,000,000) (the “Closing Surplus Target”), then 
Purchaser shall make an additional payment to Parent on the Closing Date (the “Additional Payment”) 
as an increase to the Purchase Price in an amount equal to the lower of (i) the amount by which the 
Closing Date Net Book Value exceeds the Net Book Value Target and (ii) the amount by which the 
Closing Date Surplus Amount exceeds the Closing Surplus Target; provided that the Additional 
Payment shall be required to be made by Purchaser only if Parent is not able, due to regulatory 
restrictions, to cause the applicable Companies to distribute to Parent on the Closing Date an 
aggregate amount equal to the Additional Payment. 

ARTICLE VI. 

CONDITIONS PRECEDENT 
 

Section 6.01 Conditions to Each Party’s Obligation to Effect the Closing. The obligation 
of each party to effect the Closing is subject to the satisfaction or waiver by each party (in its sole and 
absolute discretion) at or prior to the Closing of each of the following conditions:  

(a) Regulatory Approvals.  

(i) All Requisite Regulatory Approvals listed on Schedule 6.01(a) shall 
have been obtained and shall remain in full force and effect and all statutory waiting periods 
in respect thereof shall have expired or been terminated; and 

(ii) There shall not be any action taken, or any Law enacted, entered, 
enforced, or deemed applicable to the Transactions, by any Governmental Entity, in 
connection with the grant of a Requisite Regulatory Approval or otherwise, which imposes 
any Burdensome Condition, nor shall any Governmental Entity with jurisdiction over 
Purchaser or its Subsidiaries have advised or notified any of them in writing of its 
determination to impose a restriction or requirement in the future, in connection with or as a 
result of the Transactions, which upon compliance therewith would constitute a Burdensome 
Condition.  

(b) No Injunctions or Legal Restraints; Illegality. No Governmental Entity of 
competent jurisdiction shall have enacted, issued, promulgated, enforced, or entered any statute, rule, 
regulation, judgment, decree, injunction, or other order (whether temporary, preliminary, or 
permanent) which is in effect and prohibits or makes illegal consummation of the Equity Sale or the 
other Transactions.  

Section 6.02 Conditions to the Obligations of Purchaser. The obligation of Purchaser to 
effect the Closing is also subject to the satisfaction, or waiver by Purchaser (in Purchaser’s sole and 
absolute discretion), at or prior to the Closing of each of the following conditions:  

(a) Representations and Warranties.  Each of the representations and warranties 
of Parent set forth in: (i) Sections 3.02(a) and 3.02(b) shall be true and correct in each case as of the 
Effective Date and as of the Closing Date as though made as of the Closing Date (except to the extent 
such representations or warranties expressly relate to an earlier date only, in which case as of such 
earlier date); (ii) Sections 3.01(a) (other than clause (iii) therein), 3.02(c), 3.03, and 3.04 shall be true 
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and correct in all material respects as of the Effective Date and as of the Closing Date as though made 
as of the Closing Date (except to the extent such representations or warranties expressly relate to an 
earlier date only, in which case as of such earlier date); and (iii) all other Sections of Article III of this 
Agreement shall be true and correct as of the Effective Date and as of the Closing Date as though 
made as of the Closing Date (except to the extent such representations and warranties expressly relate 
to an earlier date only, in which case as of such earlier date), except for inaccuracies of representations 
or warranties referenced in this clause (iii) which, individually or in the aggregate, would not reasonably 
be expected to have a Company Material Adverse Effect (it being understood that, for purposes of 
determining the accuracy of such representations and warranties, all materiality and “Company 
Material Adverse Effect” qualifications and exceptions contained in such representations and 
warranties referenced in this clause (iii) shall be disregarded). 

(b) Performance of Obligations of Parent and the Companies. Each of Parent and 
the Companies shall have performed in all material respects all obligations required to be performed 
by it under this Agreement at or prior to the Closing.  The foregoing requirement includes, without 
limitation, the assignments and consents to assignment referenced in Section 5.17. 

(c) No Debt, Intercompany Payables or Receivables, or Employment 
Agreements.  At Closing, apart from the Surplus Notes, no Company shall be subject to any Loan or 
any other form of interest-bearing indebtedness, there shall be no Intercompany Payables or 
Intercompany Receivables, and there shall be no employment agreements to which any Company is a 
party or any bonus or pension obligations of any Company whatsoever (except for any employment 
agreements entered into between Purchaser and any of the Business Employees). 

(d) Officers’ Certificate. Purchaser shall have received a certificate signed on 
behalf of Parent by an executive officer of Parent (the “Parent Closing Certificate”) certifying as to 
the satisfaction and veracity of the matters set forth in Sections 6.02(a), 6.02(b), 6.02(c), 6.02(e), 6.02(f), 
6.02(g), 6.02(h), and 6.02(i). 

(e) Consolidated Book Value.  At Closing, without considering the effect of the 
Surplus Note Payment on GAAP Book Value, the Companies shall have a consolidated net GAAP 
Book Value (“Consolidated Net Book Value”) of at least Forty-Two Million and No/100 Dollars 
($42,000,000.00). 

(f) Closing Surplus.  At Closing, without considering the effect of the Surplus 
Note Payment on the Closing Surplus, the Closing Surplus must be at least Forty-Seven Million and 
No/100 Dollars ($47,000,000.00), which shall include and account for the balance of outstanding 
obligations in connection with the face amount of Surplus Notes of no more than Eighteen Million 
and No/100 Dollars ($18,000,000.00).  For the avoidance of doubt, the Closing Surplus must equal at 
least Twenty-Nine Million and No/100 Dollars ($29,000,000.00) at Closing after taking into account 
the amount of the full repayment of all Surplus Notes in effect at Closing. 

(g) Risk-Based Capital.  MIC’s STAT Financial Statements as of December 31, 
2018 shall accurately reflect that MIC has total capital and surplus assets that are equal to or greater 
than three hundred percent (300%) of MIC’s total risk-based capital based on all authorized control 
level risk-based capital requirements imposed on MIC by the Insurance Regulators. 
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(h) Demotech Rating.  At Closing, there shall have been no change to MIC’s rating 
of “A” (with no conditions or reservations) by Demotech, Inc. that was affirmed by Demotech, Inc. 
on November 19, 2018, other than changes resulting from the execution of this Agreement and/or 
the circumstances of Purchaser. 

(i) Estimated Closing Date Balance Sheet.  On the date that is three (3) Business 
Days prior to the Closing Date, Parent shall deliver to Purchaser a balance sheet (the “Estimated 
Closing Date Balance Sheet”) that estimates, in Parent’s good-faith and commercially reasonable 
discretion, the assets, liabilities, and stockholders’ equity of the Companies at the close of business on 
the day immediately prior to the Closing Date that is prepared in accordance with the same 
methodology used by Parent to prepare the Financial Statements (except for the absence of some or 
all notes).   

(j) Deliveries.  Purchaser shall have received the deliveries set forth in Section 
2.03(a). 

(k) Requisite Company Vote.  The Requisite Company Vote shall have been 
obtained. 

(l) Liens.  The satisfaction and termination of all Liens: (i) on all or any portion 
of the Company Equity (other than restrictions on transfer which arise under applicable securities 
Laws or the Transaction Documents); and (ii) on some or all of the assets of one or more of the 
Companies (other than Permitted Liens); in both cases including, without limitation, those Liens set 
forth in Section 3.02(a), Item 1 of Section 3.15(c), and Section 3.16(b) of the Parent Disclosure Letter, 
but not including those set forth in Items 2 and 3 of Section 3.15(c) of the Parent Disclosure Letter. 

(m) Termination of Tax Allocation Agreement.  Termination of the Tax Allocation 
Agreement listed in Section 3.12(a) of the Parent Disclosure Letter. 

Section 6.03 Conditions to the Obligations of Parent and the Companies. The obligations 
of Parent and the Companies to effect the Closing is also subject to the satisfaction, or waiver by 
Parent (in its sole and absolute discretion), at or prior to the Closing of each of the following 
conditions:  

(a) Representations and Warranties. Each of the representations and warranties 
of Purchaser set forth in: (i) Section 4.02(a) shall be true and correct in each case as of the Effective 
Date and as of the Closing Date as though made as of the Closing Date (except to the extent such 
representations or warranties expressly relate to an earlier date only, in which case as of such earlier 
date); and (ii) all other Sections of this Agreement shall be true and correct as of the Effective Date 
and as of the Closing Date as though made as of the Closing Date (except to the extent such 
representations and warranties expressly relate to an earlier date only, in which case as of such earlier 
date), except for inaccuracies of representations or warranties referenced in this clause (ii) which, 
individually or in the aggregate, would not reasonably be expected to have a Purchaser Material 
Adverse Effect (it being understood that, for purposes of determining the accuracy of such 
representations and warranties, all materiality and “Purchaser Material Adverse Effect” qualifications 
and exceptions contained in such representations and warranties referenced in this clause (ii) shall be 
disregarded).  
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(b) Performance of Obligations of Purchaser. Purchaser shall have performed in 
all material respects all obligations required to be performed by it under this Agreement at or prior to 
the Closing.  

(c) Officers’ Certificate. Parent shall have received a certificate signed on behalf 
of Purchaser by an executive officer of Purchaser certifying as to the matters set forth in Sections 
6.03(a) and 6.03(b). 

(d) Deliveries.  Parent shall have received the deliveries set forth in Section 2.03(b). 

(e) Requisite Company Vote.  The Requisite Company Vote shall have been 
obtained. 

ARTICLE VII. 

TERMINATION 
 

Section 7.01 Termination. This Agreement may be terminated and the Transactions may be 
abandoned at any time prior to the Closing:  

(a) by mutual written consent of the parties hereto;  

(b) by either Parent or Purchaser in the event that: 

(i) the Closing shall not have been consummated on or before December 
31, 2019 (the “Outside Date”); provided, that the right to terminate this Agreement under this 
Section 7.01(b)(i) shall not be available to – (A) Parent, if Parent’s or the Companies’ failure 
to comply with any provision of this Agreement has been the cause of the failure of the Closing 
to occur on or before such date, or (B) Purchaser, if Purchaser’s failure to comply with any 
provision of this Agreement has been the cause of the failure of the Closing to occur on or 
before such date;  

(ii) if any court of competent jurisdiction or other Governmental Entity 
shall have issued a judgment, order, injunction, rule, or decree, or taken any other action 
restraining, enjoining, or otherwise prohibiting any of the Transactions and such judgment, 
order, injunction, rule, decree or other action shall have become final and non-appealable; or  

(iii) if any Governmental Entity that must grant a Requisite Regulatory 
Approval has denied approval of the consummation of the Equity Sale or the other 
Transactions by final, non-appealable action of such Governmental Entity;  

(c) by Purchaser, if either: 

(i) prior to the time the Requisite Company Vote is obtained, either (A) 
the Board of Directors of Parent shall have made a Change of Recommendation, or otherwise 
revoked the Company Recommendation; or (B) Parent or the Companies shall have materially 
breached Section 5.03; 
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(ii) Parent or the Companies shall have breached or failed to perform any 
of their respective representations, warranties, covenants, or agreements set forth in this 
Agreement, which breach or failure to perform, either individually or in the aggregate: (i) 
would result in the failure to satisfy any of the conditions set forth in Sections 6.01 or 6.02; 
and (ii) cannot be or has not been cured or has not been waived by the earlier of – (I) the 
second (2nd) Business Day prior to the Outside Date, and (II) thirty (30) days after the giving 
of written notice to Parent of such breach or failure; or  

(iii) if any Governmental Entity that must grant a Requisite Regulatory 
Approval has denied approval of the repayment of the Surplus Notes by final, non-appealable 
action of such Governmental Entity; or 

(d) by Parent, if either: 

(i) each of the following is true – (A) the Board of Directors of Parent 
authorizes Parent, subject to complying with the terms of Section 5.03, to enter into a 
definitive written agreement with respect to a Superior Proposal, (B) Parent enters into a 
definitive written agreement providing for such Superior Proposal concurrently with or 
immediately after the termination of this Agreement in accordance with its terms, and (C) 
Parent, prior to such termination, pays to Purchaser in immediately available funds any fees 
required to be paid pursuant to Section 7.03; or 

(ii) Purchaser shall have breached or failed to perform any of its 
representations, warranties, covenants, or agreements set forth in this Agreement, which 
breach or failure to perform, either individually or in the aggregate; (i) would result in the 
failure to satisfy any of the conditions set forth in Sections 6.01 or 6.03; and (ii) cannot be or 
has not been cured or has not been waived by the earlier of – (I) the second (2nd) Business 
Day prior to the Outside Date, and (II) thirty (30) days after the giving of written notice to 
Purchaser of such breach or failure.  

Section 7.02 Effect of Termination.  In the event of a termination of this Agreement, this 
Agreement shall forthwith become void and have no effect, without any liability or obligation on the 
part of Purchaser, Parent, or the Companies, except that the Confidentiality Agreement referenced in 
Section 5.04(d), this Section 7.02, Section 7.03, and Article IX of this Agreement shall survive the 
termination hereof; provided, that no such termination shall relieve any party hereto from any liability 
or damages, whether pursuant to the terms and provisions of this Agreement, at law or in equity, or 
otherwise, resulting from fraud or Intentional Breach.  

Section 7.03 Break-Up Fee.  In the event that this Agreement is terminated pursuant to 
Section 7.01(c)(i) or Section 7.01(d)(i), Parent shall promptly, but in no event later than two (2) 
Business Days after the date of such termination, pay to Purchaser a termination fee equal to Two 
Million One Hundred Sixty Thousand and No/100 Dollars ($2,160,000.00) in immediately available 
funds pursuant to wire instructions delivered in writing by Purchaser.  In the event that Purchaser or 
its designee shall receive full payment pursuant to this Section 7.03, the receipt of the foregoing 
amounts shall be deemed to be liquidated damages for any and all losses or damages suffered or 
incurred by Purchaser and any of its Affiliates in connection with the termination of this Agreement 
or any matter forming the basis for such termination, and none of Purchaser or any of its Affiliates 
shall be entitled to bring or maintain any claim, action, or proceeding against Parent, the Companies, 
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or any of their respective Affiliates arising out of or in connection with any matters forming the basis 
for such termination. 

ARTICLE VIII. 

SURVIVAL; INDEMNIFICATION 
 

Section 8.01 Survival.  

(a) All representations and warranties made by any party in this Agreement shall 
survive the Closing until the date that is eighteen (18) months after the Closing Date; provided, that 
notwithstanding the foregoing provision of this Section 8.01(a): (i) the representations and warranties 
set forth in Sections 3.01(a) (other than clause (iii) therein), 3.02, 3.04, 3.17, 4.01 (other than clause (c) 
therein), 4.02, 4.03, and 4.10 (collectively, the “Fundamental Representations”) shall survive the 
Closing Date indefinitely; (ii) the representations and warranties contained in Section 3.11 shall survive 
the Closing Date for five (5) years; and (iii) the representations and warranties contained in Sections 
3.12, 3.36 and 4.11 shall survive the Closing Date until sixty (60) days following the expiration of the 
statute of limitations applicable to the subject matter thereof.  All covenants and agreements contained 
herein to be performed on or prior to the Closing shall survive in accordance with their terms. 

(b) The covenants and agreements contained herein to be performed after the 
Closing, including the indemnification obligations contained in this Article VIII, shall survive in 
accordance with their terms.  

(c) If an Indemnitee delivers a written notice in accordance with Sections 8.03(a) 
or 8.04 with respect to a claim for any indemnification as provided for under this Article VIII before 
the expiration of the applicable survival period, then the applicable representation, warranty, covenant, 
or agreement shall survive until, but only for purposes of, the resolution of the matter covered by such 
claim.  

Section 8.02 Indemnification.  

(a) Subject to the terms and conditions of this Article VIII, from and after the 
Closing, Parent agrees to indemnify and hold harmless Purchaser, its Affiliates, and their respective 
stockholders, directors, members, general and limited partners, managers, officers, employees, and 
agents (each, a “Purchaser Indemnitee”) from and against any and all Losses incurred by such 
Purchaser Indemnitee arising out of, resulting from, or relating to: (i) any breach of, or any inaccuracy 
in, any representation or warranty made by Parent in Article III of this Agreement or in any certificate 
delivered hereunder (including, without limitation, the Parent Closing Certificate listed in Section 
6.02(d)); (ii) any breach of any covenant of Parent, the Companies, or any of their Affiliates contained 
herein; (iii) any Transaction Expenses that were not paid in full by Closing; provided, that for the 
purpose of determining the amount of any Losses indemnifiable under clause (i) of this paragraph, 
the representations and warranties of Parent shall not be deemed qualified by any references to 
“material,” “Company Material Adverse Effect,” or words of similar import contained in such 
representation or warranty. 

(b) Subject to the terms and conditions of this Article VIII, from and after the 
Closing, Purchaser agrees to indemnify and hold harmless Parent, its Affiliates, and their respective 
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stockholders, directors, members, general and limited partners, managers, officers, employees, and 
agents (each, a “Parent Indemnitee” and, together with each Purchaser Indemnitee, collectively, the 
“Indemnitees”) from and against any and all Losses incurred by such Parent Indemnitee arising out 
of, resulting from, or relating to: (i) any breach of, or any inaccuracy in, any representation or warranty 
made by Purchaser in this Agreement or in any certificate delivered hereunder; or (ii) any breach of 
any covenant of Purchaser contained herein; provided, that for the purposes of determining the 
amount of any Losses indemnifiable under clause (i) of this paragraph, the representations and 
warranties of Purchaser shall not be deemed qualified by any references to “material,” “Purchaser 
Material Adverse Effect,” or words of similar import contained in such representation or warranty.  

Section 8.03 Matters Involving Third Parties. Except with respect to Taxes, which are 
covered by Section 5.16:  

(a) In order for any Indemnitee to make a claim for any indemnification as 
provided for under this Article VIII in respect of, arising out of, or involving a claim or demand made 
by any Person not a party to this Agreement or its Affiliates against the Indemnitee (a “Third-Party 
Claim”), such Indemnitee must promptly notify the Person that is obligated to provide such 
indemnification (an “Indemnifying Party”) in writing, of the Third-Party Claim, but any failure to so 
notify the Indemnifying Party shall not relieve it from any liability that it may have to the Indemnitee 
under Section 8.02(a) or Section 8.02(b), as applicable, except to the extent that the Indemnifying 
Party is materially and adversely prejudiced by the failure to timely give such notice. Thereafter, the 
Indemnitee shall promptly deliver to the Indemnifying Party copies of all notices and documents 
(including court papers) received by Indemnitee relating to the Third-Party Claim; provided, that 
failure to give such notification shall not affect the indemnification provided hereunder except to the 
extent the Indemnifying Party shall have been materially and adversely prejudiced as a result of such 
failure.  

(b) If a Third-Party Claim is made against an Indemnitee, the Indemnifying Party 
shall be entitled to participate in the defense thereof and, if it so chooses by giving written notice to 
the Indemnitee as soon as reasonably practicable (but, in any event, no later than thirty (30) days after 
the receipt of notice of the Third-Party Claim), to assume and control the defense thereof with counsel 
selected by the Indemnifying Party who shall be a recognized law firm with reasonably sufficient 
experience and resources to defend the Indemnitee against any such Third-Party Claim in such 
proceeding; provided, that such counsel is not objected to by the Indemnitee in its reasonable 
discretion as a result of a conflict of interest. Should the Indemnifying Party so elect to assume the 
defense of a Third-Party Claim, the Indemnifying Party shall not be liable to the Indemnitee for legal 
expenses subsequently incurred by the Indemnitee in connection with the defense thereof (except in 
the case of a conflict of interest as set forth in Section 8.03(c)). If the Indemnifying Party assumes 
such defense, the Indemnitee shall have the right to participate in the defense thereof and to employ 
counsel, at its own expense, separate from the counsel employed by the Indemnifying Party, it being 
understood that the Indemnifying Party shall control such defense, and will use commercially 
reasonable efforts to cooperate with, and make available such assistance and materials to, the 
Indemnifying Party as may be reasonably requested by the Indemnifying Party.  

(c) Notwithstanding anything contained in Section 8.03(b) to the contrary, the 
Indemnifying Party shall not be entitled to assume and control, and the Indemnitee shall be entitled 
to have sole control over, the defense or settlement of any Third-Party Claim if:  
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(i) the Indemnifying Party does not provide written notice to the 
Indemnitee of its election to control the defense of such proceeding within thirty (30) days of 
the Indemnifying Party’s receipt of notice of such proceeding;  

(ii) either – (A) such proceeding involves criminal or quasi-criminal 
allegations, or (B) such proceeding involves a Governmental Entity; or  

(iii) there exists, in the Indemnitee’s good faith judgment, based on the 
advice of outside legal counsel, a conflict of interest between the Indemnitee and the 
Indemnifying Party which, under applicable principles of legal ethics, could reasonably be 
expected to prohibit a single legal counsel from representing both the Indemnitee and the 
Indemnifying Party in such proceeding.  

(d) Provided that an Indemnitee has given the Indemnifying Party notice of a 
Third-Party Claim as required hereunder, unless and until an Indemnifying Party assumes the defense 
of the Third-Party Claim, the Indemnitee may defend against the Third-Party Claim in any manner it 
may reasonably deem appropriate; provided, that except as set forth in Section 8.03(c), the Indemnitee 
shall not admit any liability with respect to, or settle, compromise or discharge, such Third-Party Claim 
without the Indemnifying Party’s prior written consent (which consent shall not be unreasonably 
withheld, delayed, or conditioned). Without the prior written consent of the Indemnitee (which shall 
not be unreasonably withheld, delayed, or conditioned), the Indemnifying Party shall not settle or 
compromise any Third-Party Claim or consent to the entry of any judgment, unless such settlement, 
compromise, or judgment: (i) involves only the payment of money damages for which the Indemnitee 
is fully indemnified by the Indemnifying Party and the payment of the claim will be made by the 
Indemnifying Party in full; (ii) does not impose an injunction or other non-monetary relief upon the 
Indemnitee; (iii) provides for a full and unconditional release of the Indemnitee from all liability with 
respect to such Third-Party Claim from each claimant or plaintiff in such Third-Party Claim; and (iv) 
does not involve a finding or admission of any violation of Law or other wrongdoing by the 
Indemnitee. In the event that the Indemnifying Party does not timely elect to assume and control the 
defense of the subject Third-Party Claim, or is not permitted to do so pursuant to Section 8.03(c) 
above, then the Indemnitee may conduct and control, through counsel of its own choosing, the 
defense of the subject Third-Party Claim and the Indemnifying Party will use commercially reasonable 
efforts to cooperate with, and make available such assistance and materials to, the Indemnitee as may 
be reasonably requested by the Indemnitee.  

Section 8.04 Direct Claims. In the event any Indemnitee should have a claim against an 
Indemnifying Party that does not involve a Third-Party Claim being asserted against or sought to be 
collected from such Indemnitee, the Indemnitee shall deliver notice of such claim in writing and in 
reasonable detail to the Indemnifying Party with reasonable promptness. The failure by any 
Indemnitee to notify the Indemnifying Party shall not relieve the Indemnifying Party from any liability 
which it may have to such Indemnitee, except to the extent that the Indemnifying Party demonstrates 
that it has been materially and adversely prejudiced as a result of such failure.  

Section 8.05 Limitations on Liability.  

(a) Except for fraud, for which the following limitations shall not apply, an 
Indemnifying Party shall not be required to indemnify an Indemnitee with respect to any 
indemnification claims arising out of or relating to matters described in Section 8.02(a)(i) or 8.02(b)(i) 
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(other than claims relating to an inaccuracy or breach of a Fundamental Representation), unless and 
until the aggregate amount of the Losses claimed exceeds One Hundred Thirty-Five Thousand and 
No/100 Dollars ($135,000.00) (the “Deductible”), in which event the Indemnitee will be entitled 
against the Indemnifying Party to recover Losses in excess of the Deductible.  

(b) Except for fraud: (i) in no event shall the maximum aggregate liability of Parent 
or Purchaser, as the case may be, under Section 8.02(a)(i) or 8.02(b)(i) (other than claims relating to 
an inaccuracy or breach of Fundamental Representations) exceed the Cap; and (ii) in no event shall 
the maximum aggregate liability of Parent or Purchaser, as the case may be, pursuant to Section 
8.02(a)(i) or Section 8.02(b)(i) exceed the Purchase Price.  

(c) For purposes of determining Losses hereunder, the amount thereof shall be 
limited to the amount of any liability or damage that remains after deducting therefrom any insurance 
proceeds and any indemnity, contribution, or other similar payment actually received by the 
Indemnitee in respect of any such claim (with such insurance or other proceeds deemed reduced by – 
(i) reasonable out-of-pocket costs and expenses relating to collecting under such policies or from such 
third party, and (ii) any deductible associated therewith to the extent paid) and any Tax benefits actually 
realized by the Indemnitee in respect of such claim (a “Net Recovery”).  If the Indemnitee actually 
receives a Net Recovery, such Indemnitee shall promptly pay to the Indemnifying Party an amount of 
such Net Recovery up to, but not to exceed, the amount of Losses actually paid to such Indemnitee 
by the Indemnifying Party . 

(d) For the avoidance of doubt, the limitations in this Section 8.05 shall not apply 
to any indemnity claim relating to Tax matters. 

(e) An Indemnitee shall use commercially reasonable efforts to mitigate all Losses, 
including using commercially reasonable efforts to seek recovery under any insurance policies that 
may be applicable to any Losses. 

(f) Notwithstanding any other provision of this Agreement: 

(i)  neither Parent nor the Companies shall be liable under this Article 
VIII or otherwise for any Losses arising out of, resulting from, or relating to any breach of, or 
any inaccuracy in, any representation or warranty made by Parent in Article III of this 
Agreement or in any certificate delivered hereunder (including, without limitation, the Parent 
Closing Certificate listed in Section 6.02(d)) if Purchaser had actual knowledge of such breach 
or inaccuracy prior to Closing.  Notwithstanding any other provision of this Agreement, 
neither Parent nor the Companies shall be liable under this Article VIII or otherwise for any 
Losses arising out of, resulting from, or relating to any failure to satisfy any of the conditions 
set forth in Sections 6.01 or 6.02 (including, without limitation, the conditions set forth in 
Sections 6.02(a), 6.02(b), 6.02(c), 6.02(d), 6.02(e), 6.02(f), 6.02(g), 6.02(h), and 6.02(i)) or any 
other matter related thereto if Purchaser waived such condition prior to Closing or had actual 
knowledge of such failure prior to Closing. 

(ii) Purchaser shall not be liable under this Article VIII or otherwise for 
any Losses arising out of, resulting from, or relating to any breach of, or any inaccuracy in, any 
representation or warranty made by Purchaser in Article IV of this Agreement or in any 
certificate delivered hereunder (including, without limitation, the certificate listed in Section 
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6.03(c)) if Parent had actual knowledge of such breach or inaccuracy prior to Closing.  
Notwithstanding any other provision of this Agreement, Purchaser shall not be liable under 
this Article VIII or otherwise for any Losses arising out of, resulting from, or relating to any 
failure to satisfy any of the conditions set forth in Sections 6.01 or 6.03 (including, without 
limitation, the conditions set forth in Sections 6.03(a) or 6.03(b)) or any other matter related 
thereto if Parent waived such condition prior to Closing or had actual knowledge of such 
failure prior to Closing. 

 

(iii) For purposes of this Section 8.05(f), “actual knowledge” of a party 
shall not include, without limitation, constructive knowledge of any information contained in 
the other party’s forms, reports, schedules, statements and other documents (or in any exhibits 
and schedules thereto, or any information incorporated therein by reference) filed or furnished 
by them under the Securities Act, under the Exchange Act, or under the securities regulations 
of the SEC solely by virtue of the fact that such forms, reports, schedules, statements, 
documents, or information were filed with the SEC or another Governmental Entity and are 
publicly available. 

 

Section 8.06 Exclusive Remedies Following the Closing.  Following the Closing, except as 
set forth in Section 5.12, the indemnification provisions of Section 5.16 and this Article VIII shall be 
the sole and exclusive remedy of the Indemnitees, whether in contract, tort or otherwise, for all matters 
arising under or in connection with this Agreement and the Transactions, including for any inaccuracy 
or breach of any representation, warranty, covenant, or agreement set forth herein, except in the case 
of fraud, and each party waives all other remedies with respect to any matter in any way arising from 
or relating to this Agreement or its subject matter, including the Transactions. 

Section 8.07 Payments. 

(a) Once a Loss has been agreed to by the Indemnifying Party or finally 
adjudicated in a final and non-appealable proceeding to be payable pursuant to Section 5.16(a) or this 
Article VIII, the Indemnifying Party shall satisfy its obligations within five (5) Business Days after 
such agreement or final non-appealable adjudication by wire transfer of immediately available funds.  

(b) The parties agree that any indemnification made pursuant to this Agreement 
shall be treated as an adjustment to the Purchase Price for Tax purposes, unless otherwise required by 
applicable Law. 

Section 8.08 No Right of Contribution.  Parent waives, and acknowledges and agrees that 
Parent shall not exercise or assert (or attempt to exercise or assert), any right of contribution, right of 
indemnity or other right or remedy against the Companies in connection with any indemnification 
obligation or any other liability to which Parent may become subject under this Agreement or any of 
the other Transaction Documents. 

ARTICLE IX. 

GENERAL PROVISIONS 
 

Section 9.01 Amendment or Supplement. This Agreement may not be amended, modified, 
or supplemented in any manner, whether by course of conduct or otherwise, except by an instrument 
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in writing specifically designated as an amendment hereto, signed on behalf of each of the parties. 

Section 9.02 Extension of Time; Waiver. At any time prior to or following the Closing, a 
party may, in its sole discretion and to the extent permitted by applicable Law: (a) extend the time for 
the performance of any of the obligations or acts of the other parties; (b) waive any inaccuracies in 
the representations and warranties of the other parties set forth in this Agreement or any document 
delivered pursuant hereto; or (c) subject to applicable Law, waive compliance with any of the 
agreements or conditions of the other parties contained herein. Any agreement on the part of a party 
to any such waiver shall be valid only if set forth in a written instrument executed and delivered by a 
duly authorized officer on behalf of such party. No failure or delay of any party in exercising any right 
or remedy hereunder shall operate as a waiver thereof, nor shall any single or partial exercise of any 
such right or power, or any abandonment or discontinuance of steps to enforce such right or power, 
or any course of conduct, preclude any other or further exercise thereof or the exercise of any other 
right or power. The rights and remedies of the parties hereunder are cumulative and are not exclusive 
of any rights or remedies which they would otherwise have hereunder. 

Section 9.03 Expenses. All fees and expenses incurred in connection with this Agreement, 
the Equity Sale, and the other Transactions shall be paid by: (i) Parent, in the case of any fees or 
expenses incurred by Parent, or by the Companies prior to Closing; or (ii) Purchaser, in the case of 
any fees or expenses incurred by Purchaser, in each case whether or not the Closing is consummated.  

Section 9.04 Notices.  All notices and other communications hereunder shall be in writing 
and shall be deemed duly given: (a) on the date of delivery if delivered personally, or if by e-mail so 
long as such e-mail states it is a notice delivered pursuant to this Section 9.04 and a duplicate copy of 
such e-mail is promptly given by one of the other methods described in this Section 9.04 (including 
by personal delivery); (b) on the first Business Day following the date of dispatch if delivered utilizing 
a next-day service by a recognized next-day courier; or (c) on the earlier of confirmed receipt or the 
fifth (5th) Business Day following the date of mailing if delivered by registered or certified mail, return 
receipt requested, postage prepaid. All notices hereunder shall be delivered to the addresses set forth 
below, or pursuant to such other instructions as may be designated in writing by the party to receive 
such notice:  

(a) if to Purchaser, to:  

FedNat Holding Company 
14050 NW 14th Street, Suite 180 
Sunrise, FL 33323 
Attention: Michael H. Braun, CEO and President 
E-Mail: mbraun@fednat.com 
 
with a copy (which shall not constitute notice) to:  

  
Nelson Mullins Broad and Cassel 
2 S. Biscayne Blvd., # 2100 
Miami, FL 33131 
Attention:  Nina Gordon, Esq. 
E-Mail:  nina.gordon@nelsonmullins.com 
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(b) if to Parent or the Companies, to: 

D. Kyle Cerminara 
Fundamental Global Investors, LLC 

  4201 Congress Street, Suite 140 
Charlotte, North Carolina 28209 
E-Mail:  kyle@fundamentalglobal.com 
 
with a copy (which shall not constitute notice) to:  

     
   Thompson Hine LLP 
   3900 Key Center 
   127 Public Square 
   Cleveland, OH 44114 

Attention:  Derek D. Bork, Esq. 
E-Mail:  derek.bork@thompsonhine.com 

  
Section 9.05 Entire Agreement. This Agreement (including the Exhibits hereto), the Parent 

Disclosure Letter, the Purchaser Disclosure Letter, and the Confidentiality Agreement constitute the 
entire agreement, and supersede all prior written agreements, arrangements, communications, and 
understandings and all prior and contemporaneous oral agreements, arrangements, communications, 
and understandings among the parties with respect to the subject matter hereof and thereof.  

Section 9.06 No Third Party Beneficiaries. Except for the rights of Indemnitees under 
Section 5.16, Article VIII and the rights of Company Indemnified Persons, nothing in this Agreement, 
express or implied, is intended to or shall confer upon any Person other than the parties and their 
respective successors and permitted assigns any legal or equitable right, benefit, or remedy of any 
nature under or by reason of this Agreement. The representations and warranties in this Agreement 
are the product of negotiations among the parties hereto and are for the sole benefit of the parties. 
Any inaccuracies in such representations and warranties are subject to waiver by the parties hereto in 
accordance with Section 9.02 without notice or liability to any other Person.  Persons other than the 
parties may not rely upon the representations and warranties in this Agreement as characterizations 
of actual facts or circumstances as of the Effective Date or as of any other date.  

Section 9.07 Governing Law; Venue.  This Agreement and all disputes or controversies 
arising out of or relating to this Agreement or the Transactions shall be governed by, and construed 
in accordance with, the internal laws of the State of Delaware, without regard to the laws of any other 
jurisdiction that might be applied because of the conflicts of laws principles of the State of Delaware. 
Each party agrees that it will bring any Action or proceeding in respect of any claim arising out of or 
related to this Agreement or the Transactions exclusively in the Delaware Court of Chancery or, only 
in the event that such court does not have subject matter jurisdiction over such action or proceeding, 
in the United States District Court for the District of Delaware or another court sitting in the State of 
Delaware (the “Chosen Courts”), and, solely in connection with claims arising under this Agreement 
or the Transactions that are the subject of this Agreement, (a) irrevocably submits to the exclusive 
jurisdiction of the Chosen Courts, (b) waives any objection to laying venue in any such Action or 
proceeding in the Chosen Courts, (c) waives any objection that the Chosen Courts are an inconvenient 
forum or do not have jurisdiction over any party and (d) agrees that service of process upon such 
party in any such Action or proceeding will be effective if notice is given in accordance with Section 
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9.04. 

Section 9.08 Assignment; Successors. Neither this Agreement nor any of the rights, 
interests, or obligations under this Agreement may be assigned or delegated, in whole or in part, by 
operation of Law or otherwise, by any party without the prior written consent of the other parties, 
and any such assignment without such prior written consent shall be null and void. Subject to the 
preceding sentence, this Agreement will be binding upon, inure to the benefit of, and be enforceable 
by, the parties and their respective successors and assigns.  

Section 9.09 Enforcement. The parties agree that irreparable damage would occur in the 
event that any of the provisions of this Agreement were not performed in accordance with their 
specific terms or were otherwise breached. Accordingly, each of the parties shall be entitled to specific 
performance of the terms hereof, including an injunction or injunctions to prevent breaches of this 
Agreement and to enforce specifically the terms and provisions of this Agreement, this being in 
addition to any other remedy to which such party is entitled at Law or in equity. Each of the parties 
hereby further waives: (a) any defense in any Action for specific performance that a remedy at Law 
would be adequate; and (b) any requirement under any Law to post security as a prerequisite to 
obtaining equitable relief.  

Section 9.10 Severability.  Whenever possible, each provision or portion of any provision 
of this Agreement shall be interpreted in such manner as to be effective and valid under applicable 
Law, but if any provision or portion of any provision of this Agreement is held to be invalid, illegal, 
or unenforceable in any respect under any applicable Law or rule in any jurisdiction, such invalidity, 
illegality, or unenforceability shall not affect any other provision or portion of any provision in such 
jurisdiction, and this Agreement shall be reformed, construed, and enforced in such jurisdiction such 
that the invalid, illegal, or unenforceable provision or portion thereof shall be interpreted to be only 
so broad as is enforceable, so long as the economic or legal substance of the Transactions are not 
affected in any manner materially adverse to any party hereto.  

Section 9.11 Waiver of Jury Trial. EACH OF THE PARTIES TO THIS AGREEMENT 
HEREBY IRREVOCABLY WAIVES ALL RIGHT TO A TRIAL BY JURY IN ANY ACTION, 
PROCEEDING OR COUNTERCLAIM ARISING OUT OF OR RELATING TO THIS 
AGREEMENT OR THE TRANSACTIONS.  

Section 9.12 Counterparts. This Agreement may be executed in two or more counterparts, 
all of which shall be considered one and the same instrument and shall become effective when one or 
more counterparts have been signed by each of the parties and delivered to the other party.  

Section 9.13 PDF Signature. This Agreement may be executed by PDF signature or other 
electronic transmission signature and such signature shall constitute an original for all purposes.  

 
[The remainder of this page is intentionally left blank.] 



 

SIGNATURE PAGES TO EQUITY PURCHASE AGREEMENT 

IN WITNESS WHEREOF, the parties have caused this Agreement to be executed as of 
the date first written above by their respective officers thereunto duly authorized.  

 
 

PURCHASER: 
 
FEDNAT HOLDING COMPANY, a Florida 
corporation 
 
 
By: /s/ Michael H. Braun     
Name: Michael H. Braun     
Title: Chief Executive Officer    

 
 
 

[Remainder of Page Intentionally Blank.  Signatures Continue on Following Page.] 
 

 
  



 

SIGNATURE PAGES TO EQUITY PURCHASE AGREEMENT 

PARENT: 
 
1347 PROPERTY INSURANCE HOLDINGS, 
INC., a Delaware corporation 
 
 
By: /s/ John S. Hill     
Name: John S. Hill      
Title: V.P., CFO and Secretary    
 
 

 
COMPANIES: 
 
MAISON MANAGERS, INC., a Delaware 
corporation 
 

 
By: /s/ Douglas N. Raucy     
Name: Douglas N. Raucy     
Title: CEO/President     
 
 
MAISON INSURANCE COMPANY, 
a Louisiana corporation 
 
 
By: /s/ Douglas N. Raucy     
Name: Douglas N. Raucy     
Title: CEO/President     
 
 
CLAIMCOR, LLC, 
a Florida limited liability company 
 
 
By: /s/ Douglas N. Raucy     
Name: Douglas N. Raucy     
Title: CEO/President     

 
 
  
   

[Remainder of Page Intentionally Blank.]
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Purchase Price Allocation 

The “aggregate deemed sales price” (as defined in Treas. Reg. §1.338-4) (the “ADSP”) and the 
“adjusted gross-up basis” (as defined in Treas. Reg. §1.338-5) (the “AGUB”) shall be allocated among 
the assets of each Company in accordance with Treas. Reg. §1.338-6 and §1.338-7. Parent shall deliver 
to the Purchaser an allocation schedule, consistent with the principles described below, no later than 
120 days after the Closing.  

Item Valuation Methodology 

Cash and cash equivalents Realizable value as reported on closing balance 
sheet prepared in accordance with GAAP 

Short and Long-term Investments in 
certificates of deposit 

Principal amount of cd plus accrued and unpaid 
interest due as of closing date 

Fixed income securities Fair value on closing date as determined by the 
pricing policies of MIC’s portfolio asset 
manager, Asset Allocation and Management 
Company, LLC 

Exchange Traded Equity securities Closing sales price on transaction closing date 
as reported on the primary exchange in which 
the equity is traded 

Accrued Investment Income The amount of accrued and unpaid interest as 
reported on closing balance sheet prepared in 
accordance with GAAP and as determined by 
the pricing policies of MIC’s portfolio asset 
manager, Asset Allocation and Management 
Company, LLC 

Funds deposited with reinsurance companies The amount deposited with companies 
reinsured, less payments applied against these 
deposits as of transaction closing date 

Paid Loss Recoverable The amount of loss and loss adjustment 
expenses paid by the Companies, and due back 
to the Companies as of the closing date under 
the terms of its reinsurance programs as 
calculated in accordance with GAAP applied 
on a consistent basis as compared to the period 
one year prior to closing date. 

Accounts Receivable, including premiums 
receivable and agent balances 

Amounts due to the Companies as of closing 
date net of an estimated allowance for credit 
losses as calculated in accordance with GAAP 
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applied on a consistent basis as compared to 
the period one year prior to closing date. 

Security and Other Deposits The amount of cash on deposit with 
unaffiliated entities on closing date. 

Property and equipment – including Furniture, 
Equipment, EDP, Software, and Leasehold 
Improvements 

Historical cost less accumulated depreciation 
on closing date calculated in accordance with 
GAAP applied on a consistent basis as 
compared to the period one year prior to 
closing date. 

All other tangible assets not listed above in accordance with GAAP to the extent that 
GAAP is a reasonable approximation of fair 
market value. 

Intangibles and Goodwill Balance of purchase price not allocated to other 
categories 
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REINSURANCE CAPACITY RIGHT OF FIRST REFUSAL AGREEMENT 
 
THIS REINSURANCE CAPACITY RIGHT OF FIRST REFUSAL AGREEMENT 

(this “Agreement”), dated [*], 2019 (the “Effective Date”), is entered into by and between FEDNAT 
HOLDING COMPANY, a Florida corporation (“FedNat”), and 1347 PROPERTY 
INSURANCE HOLDINGS INC., a company organized and existing under the laws of Delaware 
(“PIH”).  Each of FedNat and PIH are, at times, each individually referred to in this Agreement as a 
“Party,” and collectively referred to in this Agreement as the “Parties.” 
 

WHEREAS, insurance company subsidiaries of FedNat (each, a “FedNat Insurance 
Company” and, collectively, the “FedNat Insurance Companies”) may, from time to time, negotiate 
and procure reinsurance in such amounts and on such terms that the FedNat Insurance Companies 
deem to be appropriate; and 
 

WHEREAS, on the Effective Date, FedNat is entering into a transaction with PIH, pursuant 
to which FedNat will acquire one hundred percent (100%) of the issued and outstanding capital stock 
of three subsidiaries of PIH (the “Acquisition”); and 

 
WHEREAS, after the closing of the Acquisition, PIH may provide reinsurance coverage to 

insurance providers through its insurance company subsidiaries, and PIH desires to obtain the 
opportunity to provide reinsurance coverage to the FedNat Insurance Companies pursuant to the 
terms and conditions set forth in this Agreement; and 
 

WHEREAS, it is a condition precedent to the consummation of the Acquisition for the 
Parties to enter into this Agreement upon the terms and conditions set forth herein. 
 

NOW, THEREFORE, in consideration of the promises and the mutual covenants contained 
herein, and for other good and valuable consideration, the receipt and sufficiency of which are hereby 
acknowledged, the Parties agree as follows: 
 

1. Right of First Refusal.   
 
(a) With respect to each purchase after the Effective Date until the conclusion of 

the Term (as defined in Section 2) by one or more of the FedNat Insurance Companies of each layer 
(each, a “Reinsurance Coverage Layer”) of their annual property catastrophe excess of loss reinsurance 
program (the “CAT Reinsurance Program”), PIH shall have a right of first refusal (each, a “Right of 
First Refusal”) to sell through any of its insurance company subsidiaries a maximum of seven and one-
half percent (7.5%) of annual in force limit of any and each Reinsurance Coverage Layer so purchased 
by the FedNat Insurance Companies (the “ROFR Reinsurance Maximum”); provided, that in no event 
shall PIH have the right to exercise a Right of First Refusal such that, immediately after the exercise 
thereof, PIH and its affiliates collectively would have an annual aggregate in force amount of all 
reinsurance coverage sold to the FedNat Insurance Companies, in the aggregate, of greater than 
Fifteen Million and No/100 Dollars ($15,000,000.00) (the “Reinsurance Limit”).  Each sale by PIH 
pursuant to a Right of First Refusal shall be documented under the corresponding Firm Order Terms 
or Modified Firm Order Terms, as applicable (each as defined below), and subject in every case to: (I) 
the terms, conditions, and requirements of all applicable regulations, rules, and laws (including, 
without limitation, the applicable regulations and laws of the State of Florida) (collectively, “Applicable 
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Laws”) (it being acknowledged and agreed that PIH has no right to exercise a Right of First Refusal 
or to sell reinsurance to any FedNat Insurance Company pursuant to this Agreement if doing so would 
violate any Applicable Laws); and (II) the other terms and conditions of this Section 1.  All reinsurance 
sold by PIH pursuant to a Right of First Refusal shall be memorialized by an agreement in such form 
and subject to such terms and conditions as are customary in the property and casualty insurance 
industry (each, a “Reinsurance Agreement”).  If any Reinsurance Agreement is entered into by PIH 
prior to the conclusion of the Term, but the term of the applicable Reinsurance Agreement (the 
“Reinsurance Period”) otherwise ends after the conclusion of the Term, then such Reinsurance 
Agreement shall remain in full force and effect after the Term in accordance with the terms and 
provisions of the applicable Reinsurance Agreement. 

 
(b) FedNat shall cause the FedNat Insurance Companies, either through one or 

more reinsurance brokers selected by FedNat (each, a “Broker” and, collectively, the “Brokers”) or 
directly through a third party reinsurer of FedNat’s choosing, in each case in FedNat’s sole discretion 
from time to time, to seek written quotes for, and terms and conditions of, each Reinsurance Coverage 
Layer to be purchased pursuant to the CAT Reinsurance Program in appropriate reinsurance markets 
and from potentially eligible third party reinsurers (including PIH) for a reasonable period of time, 
and to concurrently provide all exposure and related information materially relevant and customarily 
requested for such Reinsurance Coverage Layer to such potential third party reinsurers (including 
PIH), subject to such third party reinsurers’ (and PIH’s) execution and delivery to FedNat of a 
Standard Non-Disclosure Agreement.  Thereafter, FedNat shall cause the applicable FedNat 
Insurance Company to determine firm order terms for the Reinsurance Coverage Layer (the “Firm 
Order Terms”) and communicate those Firm Order Terms to the potential third party reinsurers 
(including PIH). The final executed terms of the CAT Reinsurance Program for each Reinsurance 
Coverage Layer entered into by applicable FedNat Insurance Company shall be the same as described 
in the Firm Order Terms or Modified Firm Order Terms (as defined below), as applicable. PIH shall 
have a period of three (3) business days after its receipt of Firm Order Terms to elect in writing (in 
the manner provided in Section 11) to provide all or a portion of the ROFR Reinsurance Maximum 
with respect to that Reinsurance Coverage Layer at the Firm Order Terms without any additional 
terms, conditions, or stipulations, but only if the exercise of the Right of First Refusal and the sale of 
reinsurance pursuant thereto would not cause PIH and its affiliates to collectively exceed the 
Reinsurance Limit as of the applicable time. For the avoidance of doubt, PIH may exercise the Right 
of First Refusal for only a portion of a ROFR Reinsurance Maximum applicable to any or each of the 
Reinsurance Coverage Layer in order to comply with the Reinsurance Limit. Any such election of a 
Right of First Refusal by PIH shall be irrevocable once it has been made, but shall be subject to the 
terms of the applicable Reinsurance Agreement as of the applicable time.  

 
(c) To the extent that PIH elects not to provide or participate in a Reinsurance 

Coverage Layer at the Firm Order Terms, or fails to notify FedNat of its election within the three (3) 
business day time frame set forth in Section 1(b), then the applicable FedNat Insurance Company 
shall have the right to accept PIH’s allotment of such Reinsurance Coverage Layer at the Firm Order 
Terms from any combination of other eligible reinsurers willing to offer coverage at the Firm Order 
Terms; provided, that in the event that the Firm Order Terms are materially modified with respect to 
a Reinsurance Coverage Layer (which, for the avoidance of doubt, shall mean any change that 
materially changes the price or any material coverage terms or conditions of such Firm Order Terms 
that are more favorable to reinsurance providers) (the “Modified Firm Order Terms”), FedNat shall 
cause the applicable FedNat Insurance Company to first provide PIH with a new Right of First Refusal 
with respect to that Reinsurance Coverage Layer at the Modified Firm Order Terms.  In such case, 
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PIH shall have two (2) business days following its receipt of the Modified Firm Order Terms to elect 
in writing (in the manner provided in Section 11) to exercise the Right of First Refusal to provide all 
or a portion of the ROFR Insurance Maximum for the applicable Reinsurance Coverage Layer on 
such Modified Firm Order Terms; otherwise, the applicable FedNat Insurance Company shall have 
the right to accept PIH’s allotment of such Reinsurance Coverage Layer at the Modified Firm Order 
Terms from any combination of other eligible reinsurers willing to offer coverage at the Modified 
Firm Order Terms.  Notwithstanding any provision of this Agreement to the contrary, in no event 
shall PIH be eligible to sell reinsurance to any FedNat Insurance Company in excess of the ROFR 
Reinsurance Maximum with respect to any Reinsurance Coverage Layer, or make any sale that would 
cause PIH and its affiliates to collectively exceed the Reinsurance Limit. 

 
(d) Upon entry into any Reinsurance Agreement, and as a condition precedent to 

the exercise of a Right of First Refusal, the applicable PIH insurance company that has entered into 
any Reinsurance Agreement shall both: (i) be duly licensed and accredited in all applicable jurisdictions 
to provide all reinsurance coverage that is contemplated by the Reinsurance Agreement; and (ii) either 
– (A) both maintain an insurer financial strength rating from A.M. Best Company, Inc. of not less 
than “A-” and be an accredited insurer in Florida such that FedNat can take credit for reinsurance in 
accordance with all Applicable Laws, or (B) fully collateralize with cash, letters of credit, or appropriate 
trust agreement equal in value to one hundred percent (100%) of its share of the total limit of each 
applicable Reinsurance Coverage Layer in a manner acceptable to the applicable FedNat Insurance 
Company and acceptable to any applicable insurance regulator pursuant to Applicable Laws; provided, 
that, if PIH utilizes a trust agreement, whether in whole or in part, to satisfy this condition precedent, 
then – (Y) no more than one trust agreement shall be used by PIH to satisfy this condition with respect 
to all Insurance Coverage Layers, and (Z) the materials terms and provisions of the Trust that relate 
to the availability and release of funds to satisfy reinsurance obligations shall be in form and substance 
reasonably satisfactory to FedNat.  The applicable PIH insurance company shall have seventy two 
(72) hours from such election, or until the effective date of the applicable CAT Reinsurance Program 
(whichever is sooner), to satisfy the condition set forth in Section 1(d)(ii) and provide reasonable proof 
thereof to FedNat; otherwise, PIH’s election to exercise the Right of First Refusal shall be deemed by 
the Parties to be waived and declined with respect to the Reinsurance Coverage Layers in question.  
Each year during the Term, within a reasonable period of time prior to the implementation of the 
CAT Reinsurance Program for that year, FedNat may request that PIH reasonably demonstrate to 
FedNat that either of the conditions listed in subparts (i) and (ii) of this Section 1(d) will be satisfied 
prior to the effective date of such CAT Reinsurance Program. 

 
(e) PIH’s right to exercise a Right of First Refusal shall exist each time that FedNat 

or a FedNat Insurance Company desires to purchase  Reinsurance Coverage Layers pursuant to the 
CAT Reinsurance Program during the Term. For the avoidance of doubt, neither FedNat nor any 
FedNat Insurance Company shall purchase Reinsurance Coverage Layers from any other third party 
reinsurer unless and until it has complied with the obligations to PIH in this Section 1. 

 
 
2. Term.  Subject to the terms of Section 17 below, PIH shall have a Right of First 

Refusal with respect to any Reinsurance Coverage Layer purchased by a FedNat Insurance Company 
pursuant to the CAT Reinsurance Program, pursuant to the terms and conditions set forth in Section 
1, for any Reinsurance Period commencing on or after the Effective Date and prior to the fifth (5th) 
anniversary of the Effective Date (the “Term”) only.  
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3. Confidential and Proprietary Information.  The Parties acknowledge and agree that 
this Agreement does not constitute a sale, lease, license or other transfer by either Party of any 
proprietary systems or intellectual property of the other Party.  FedNat shall have the right to require, 
as a condition precedent to providing exposure and related information (including, without limitation, 
reinsurance submission and modelling data) that is materially relevant and customarily requested for 
any Reinsurance Layer, to require all third party reinsurers (including PIH) to execute and deliver to 
FedNat non-disclosure agreements in reasonable form and substance provided by FedNat (with no 
material deviation with respect to any individual reinsurer or PIH) with respect to such information 
(a “Standard Non-Disclosure Agreement”). 

 
4. Relationship among the Parties; Enforceability.  The terms of this Agreement are 

not intended to make any of the Parties, or any of their respective subsidiaries or affiliates, a joint 
employer for any purpose. Each of the Parties agrees that the provisions of this Agreement as a whole 
are not intended to, and do not, constitute control by one Party of the other Party or any subsidiaries 
or affiliates of the other Party, or provide a Party with the ability to control the other Party or any 
subsidiaries or affiliates of the other Party, and each Party expressly disclaims any right or power under 
this Agreement to exercise any power whatsoever over the management or policies of the other Party 
or any subsidiaries or affiliates of the other Party.  The Parties acknowledge and agree that FedNat 
and the FedNat Insurance Companies have sole and absolute discretion over whether (a) to purchase 
reinsurance, and (b) the timing, amount, and types of any reinsurance and Reinsurance Coverage 
Layers they purchase (subject to the terms of this Agreement).  Nothing in this Agreement shall be 
construed to oblige either Party to act in breach of the requirements of any Applicable Laws, including, 
without limitation, securities, insurance and trade regulation laws and regulations, written policy 
statements of securities commissions, insurance and other regulatory authorities, and the bylaws, rules, 
regulations and written policy statements of relevant securities and self-regulatory organizations.  Each 
Party represents, warrants, covenants and agrees to and in favor of the other Party that this Agreement, 
and the obligations contained herein, are valid, binding and enforceable against it, and that the 
execution, delivery and performance of the obligations set forth herein will not violate any law, rule, 
order, judgment, decree, lien, regulation, contract, agreement or other restriction of any kind binding 
on it. 

 
5. Governing Law.  This Agreement and all actions and proceedings (whether at law, in 

contract or in tort) that may be based upon, arise out of or relate to this Agreement, or the negotiation, 
execution or performance hereof, shall be governed by and construed in accordance with the laws of 
the State of Florida without regard to principles of conflicts of law. 

 
6. Submission to Jurisdiction.  Each Party agrees that it shall bring any action or 

proceeding between the Parties arising out of or related to this Agreement or the transactions 
contained in or contemplated by this Agreement exclusively in the United States District Court for 
the Southern District of Florida or another court sitting in Broward County, Florida (the “Chosen 
Courts”), and with respect to any such action or proceeding: (a) irrevocably submits to the exclusive 
jurisdiction of the Chosen Courts; (b) waives any objection to laying venue in any such action or 
proceeding in the Chosen Courts; (c) waives any objection that the Chosen Courts are an inconvenient 
forum or do not have jurisdiction over any party hereto; and (d) agrees that service of process upon 
such party in any such action or proceeding shall be effective if notice is given in accordance with 
Section 11. 
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7. Waiver of Jury Trial.  EACH PARTY ACKNOWLEDGES AND AGREES THAT 
ANY CONTROVERSY WHICH MAY ARISE UNDER THIS AGREEMENT IS LIKELY TO 
INVOLVE COMPLICATED AND DIFFICULT ISSUES, AND THEREFORE EACH SUCH 
PARTY HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVES ANY RIGHT 
SUCH PARTY MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION 
DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS AGREEMENT, 
OR THE TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT.  EACH PARTY 
CERTIFIES AND ACKNOWLEDGES THAT (I) NO REPRESENTATIVE, AGENT OR 
ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR 
OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF 
LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER, (II) EACH PARTY 
UNDERSTANDS AND HAS CONSIDERED THE IMPLICATIONS OF THIS WAIVER, (III) 
EACH PARTY MAKES THIS WAIVER VOLUNTARILY, AND (IV) EACH PARTY HAS BEEN 
INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS, THE 
MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 7. 

 
8. Assignment.   
 

(a) Definitions.  As used in this Agreement, the term “affiliate(s)” or “affiliated” 
shall mean any entity that controls, is controlled by or is under common control with the other entity. 
As used in this Agreement, the term “subsidiary” or “subsidiaries” with respect to any person means 
any entity of which (or in which) more than 50% of the issued and outstanding voting interests are 
directly or indirectly owned by that person or the entity is otherwise controlled by that person. The 
term “person” means any individual, corporation, limited liability company, partnership, joint venture, 
association, trust, or any such entity. 

 
(b) Prohibition on Assignment; Exceptions.  Neither this Agreement nor the 

rights or obligations hereunder shall be assignable by FedNat or FedNat Insurance Companies or their 
affiliates without the prior written consent of PIH.  Except as expressly set forth in this Section 8(b), 
neither this Agreement nor the rights or obligations hereunder shall be assignable by PIH, its affiliates, 
or its successors and assigns without the prior written consent of FedNat.  Notwithstanding anything 
to the contrary contained in Section 10 hereof, this Agreement may be assigned, sold or otherwise 
transferred by PIH without any consideration to FedNat or FedNat Insurance Companies in the 
following manners, subject to the terms and conditions of Section 8(c) and subject to the approval of 
FedNat (such approval not to be unreasonably withheld, conditioned, or delayed so long as the terms 
and requirements of Section 8(c) are satisfied): 

 

(i) PIH may assign this entire Agreement (but not a portion hereof) to 
any one of its subsidiaries or affiliates. 

 

(ii) PIH may sell assign or otherwise transfer (“Transfer”) this entire 
Agreement (but not a portion hereof) to an unaffiliated party (“Transferee”). The 
consideration for the Transfer will be at the sole discretion of PIH and the Transferee. 
 

(c) Conditions to Assignment. 
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(i) As a condition precedent to PIH’s or any successor’s or permitted 
assign’s (an “Assignor”) assignment of this Agreement to one of the persons set forth in 
Section 8(b) (an “Assignee”), the Assignor shall deliver to FedNat prior to such assignment: 
(A) an assignment and assumption agreement in form and substance reasonably satisfactory 
to FedNat and pursuant to which Assignee agrees to be bound by all of the terms and 
provisions of this Agreement in its entirety as “PIH” (including all of the conditions required 
for the exercise of a Right of First Refusal), without condition or reservation; and (B) a 
Standard Non-Disclosure Agreement provided by FedNat and executed by the Assignee 
pursuant to which Assignee agrees to maintain the confidentiality of all exposure and related 
information (including, without limitation, reinsurance submission and modelling data). 

 
(ii) In the event that an Assignor elects to assign this Agreement to a 

person who is not an affiliate or subsidiary of PIH (a “Proposed Third-Party Assignee”), prior 
to such assignment and as a condition precedent thereof, the Assignor shall deliver written 
notice (in the manner required by Section 11) to FedNat of all material terms and conditions 
of such assignment (the “Assignment Terms”). FedNat shall then have a period of three (3) 
business days after its receipt of written notice of all material terms and conditions to elect in 
writing (in the manner provided in Section 11) to elect to assume this Agreement from the 
Assignor pursuant to the Assignment Terms, without any additional terms, conditions, or 
stipulations.  Any such election by FedNat shall be irrevocable once it has been made.  To the 
extent that FedNat elects not to exercise its right to assume this Agreement pursuant to the 
Assignment Terms, or fails to notify Assignor of its election within the three (3) business day 
time frame set forth above in this Section 8(c)(ii), then Assignor shall have the right for a 
period of thirty (30) days to assign this Agreement to the Proposed Third-Party Assignee 
pursuant to the Assignment Terms (subject to the other conditions precedent set forth in this 
Section 8); provided, that in the event that the assignment is not consummated within such 
thirty (30) day period, or the Assignment Terms are materially modified (which, for the 
avoidance of doubt, shall mean any change that materially affects the price or any material 
terms or conditions of the Assignment Terms that are more favorable to the Proposed 
Assignee) (the “Modified Assignment Terms”), the Assignor shall again provide FedNat with 
a new right of first refusal with respect to the assignment of this Agreement at the Modified 
Assignment Terms.  In such case, FedNat shall have two (2) business days following its receipt 
of the Modified Additional Terms to elect in writing (in the manner provided in Section 11) 
to assume this Agreement on such Modified Additional Terms.  No Assignor shall make any 
assignment of this Agreement unless and until it has complied with the requirements of this 
Section 8(c)(ii). 

 
(iii) Notwithstanding anything to the contrary set forth in this Agreement, 

in no event shall PIH or any of its successors or permitted assigns assign this Agreement to a 
person that sells residential property insurance in the State of Florida directly to the primary 
insured.  

 
(d) Binding Effect.  This Agreement shall inure to the benefit of and be binding 

upon the Parties and their respective successors and permitted assigns. 
 
9. Entire Agreement.  This Agreement constitutes the entire agreement, and supersedes 

all prior agreements and understandings (oral and written), by and among the Parties with respect to 
the subject matter hereof. 
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10. No Third Party Rights. Nothing contained in this Agreement, express or implied, 

establishes or creates, or is intended or will be construed to establish or create, any right in or remedy 
of, or any duty or obligation to, any third party. 

 
11. Notices.  All notices, requests, claims, demands, and other communication hereunder 

will be in writing and shall be deemed to have been duly given: (a) on the date of delivery, if delivered 
by hand to the address below (or to such other address as a Party may designate by written notice to 
other Party); (b) on the date of confirmed receipt if delivered by certified mail, postage prepaid and 
return receipt requested addressed as below (or to such other address as a Party may designate by 
written notice to other Party); or (c) for the purposes of notices, elections and other communications 
pursuant to the procedures set forth in Section 1, on the date of transmittal via electronic mail to the 
e-mail addresses of the applicable person or party involved with the reinsurance arrangements for the 
reinsurance coverage at such time, with a copy delivered to the individuals identified below. 

 
If to FedNat or any FedNat Insurance Company: 
 
FedNat Holding Company 
14050 NW 14th Street, Suite 180 
Sunrise, FL 33323 
Attention: Michael H. Braun, CEO and President 
E-Mail: mbraun@fednat.com 

 
with a copy (which shall not constitute notice) to:  
  
Nelson Mullins Broad and Cassel 
2 S. Biscayne Blvd., # 2100 
Miami, FL 33131 
Attention:  Nina Gordon, Esq. 
E-Mail:  nina.gordon@nelsonmullins.com 
 
 
If to PIH: 
 

(a) D. Kyle Cerminara 

(b) Fundamental Global Investors, LLC 
4201 Congress Street, Suite 140 

(c) Charlotte, North Carolina 28209 

(d) E-Mail:  kyle@fundamentalglobal.com 
 

with a copy (which shall not constitute notice) to:  
     
Thompson Hine LLP 
3900 Key Center 
127 Public Square 
Cleveland, OH 44114 
Attention:  Derek D. Bork, Esq. 
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E-Mail:  derek.bork@thompsonhine.com 
 

12. Counterparts.  This Agreement may be executed in one or more counterparts, and 
may be exchanged in electronic form (including by PDF), each of which shall be deemed an original, 
but all of which shall constitute one and the same instrument. 

 
13. Amendment; Modification.  The Parties may by written agreement duly signed by 

both Parties, subject to any regulatory approval that may be required: (a) extend the time for the 
performance of any of the obligations or other acts of the Parties; (b) waive any inaccuracies in the 
documents delivered pursuant to this Agreement; and (c) waive compliance with or modify, amend or 
supplement any of the agreements contained in this Agreement or waive or modify performance of 
any of the obligations of any of the Parties. This Agreement may not be amended or modified except 
by an instrument in writing duly signed on behalf of the Parties. 

 
14. Waiver. No failure by any Party to take any action or assert any right hereunder shall 

be deemed to be a waiver of its right to take any action or assert any right hereunder with respect to 
any future occurrence of those circumstances. 

 
15. Severability.  To the extent any provision of this Agreement shall be invalid or 

unenforceable, it shall be considered deleted from this Agreement and the remaining provisions of 
this Agreement shall be unaffected and shall continue in full force and effect. Notwithstanding any 
implication in this Section 15 to the contrary, if any part of the Agreement is found to be unlawful or 
impermissible by a court or administrative body of competent jurisdiction, the Parties shall use 
reasonable efforts to amend this Agreement to address the concerns in a manner that results in a 
lawful and permissible agreement. 

 
16. Headings.  Headings contained in this Agreement are for reference purposes only, 

and they shall not affect in any way the meaning or interpretation of this Agreement. 
 
17. Termination.  This Agreement, the Right of First Refusal, and all rights of  PIH 

(including its affiliates and assigns) and any Transferee(s) to participate in any Reinsurance Coverage 
Layers shall terminate upon the expiration of the Term, except as set forth in Section 1(a). This 
Agreement may only otherwise be terminated by mutual consent of the Parties, or as otherwise 
provided herein.  Either Party may terminate this Agreement in the event that the other Party either: 
(a) commits a material breach of the terms of the Agreement and has been given written notice and 
at least thirty (30) days’ prior opportunity to cure such breach, and fails to do so; or (b) is deemed 
insolvent by applicable regulatory or judicial authorities, or is the subject of conservation, 
rehabilitation, liquidation, bankruptcy or other similar insolvency proceedings, which proceedings, if 
involuntarily instituted, are not dismissed within sixty (60) days after the initiation of the proceedings 
(provided, that a Party may elect to terminate this Agreement immediately if such proceedings are 
voluntarily initiated by the other Party with respect to itself). 

 
18. Survival.  The provisions of Sections 3 through 16, and this Section 18, shall survive 

the expiration or earlier termination of this Agreement. 
 
 
19. Attorneys’ Fees. In the event of any dispute or controversy between the Parties 

relating to the interpretation of this Agreement or to the transactions contemplated hereby, the 
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prevailing Party shall be entitled to recover from the non-prevailing Party reasonable attorneys’ fees 
and expenses incurred by the prevailing Party.  Such award shall include post-judgment attorneys’ fees 
and costs. 
 
 

[Remainder of Page Intentionally Blank.  Signature Page Follows.] 
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IN WITNESS WHEREOF, the Parties have caused to be executed and delivered by their 
duly authorized officers this Agreement to be effective as of the Effective Date. 
 
 

FEDNAT: 
 
FEDNAT HOLDING COMPANY 
 
 
By:        

Name:        

Title:        
 
 
 
PIH: 
 
1347 PROPERTY INSURANCE HOLDINGS, 
INC. 
 
 
By:        

Name:        

Title:        
 
 
 

[End of Agreement.] 
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STANDSTILL AGREEMENT 

 
THIS STANDSTILL AGREEMENT (this “Agreement”) is made as of  [*], 2019 (the 

“Effective Date”) by and between FEDNAT HOLDING COMPANY, a Florida corporation 
(“FedNat”), and 1347 PROPERTY INSURANCE HOLDINGS, INC., a Delaware corporation 
(“PIH”). Each of  FedNat and PIH are, at times, individually referred to herein as a “Party,” and 
collectively referred to herein as the “Parties.” 
 

WHEREAS, FedNat, PIH, Maison Managers, Inc., a Delaware corporation (“MM”), Maison 
Insurance Company, a Louisiana corporation (“MIC”), and ClaimCor, LLC, a Florida limited liability 
company (“CC” and, together with MM and MIC, each, a “Company” and, collectively, the 
“Companies”) have entered into an Equity Purchase Agreement dated as of  February 25, 2019 (as it 
may be amended or modified from time to time, the “Purchase Agreement”) pursuant to which 
FedNat agreed to purchase all of  the issued and outstanding capital stock and membership interest, 
as applicable, of  the Companies (the “Acquisition”); and 

 
WHEREAS, pursuant to the Acquisition and as partial consideration therefor, PIH will 

receive certain shares of  FedNat Common Stock (as defined below); and 
 
WHEREAS, in connection with the closing of  the transactions contemplated by the Purchase 

Agreement (collectively, the “Transactions”), PIH agrees to certain matters set forth in this 
Agreement, all upon the terms and conditions set forth herein. 

 
NOW, THEREFORE, in consideration of  the premises and mutual covenants, agreements, 

representations and warranties contained herein, and other good and valuable consideration, the 
receipt of  which is hereby acknowledged, the Parties agree as follows: 

 
1. Definitions.  As used in this Agreement, the following terms shall have the indicated 

meanings (such meanings to be equally applicable to both the singular and plural forms of the terms 
defined): 

(a) “Board” means the Board of  Directors of  FedNat, as it is constituted from 
time to time. 

(b) “FedNat Common Stock” means the authorized shares of common stock of 
FedNat, par value of one cent ($0.01) per share. 

(c) “Solicitation” has the same meaning as set forth in Rule 14a-1 promulgated 
under the Exchange Act and shall include, without limitation, any action that causes a Person to 
become a participant in such a Solicitation within the meaning of  Instruction 3 of  Item 4 of  Schedule 
14A promulgated under the Exchange Act. 

(d) “Voting Securities” means (i) all shares of  FedNat Common Stock, (ii) all other 
equity securities issued by FedNat pursuant to which the holder thereof  has the right to vote on any 
matter relating to FedNat (whether such right is conveyed by the terms of  the securities, by Law, or 
otherwise), and (iii) all securities and other instruments of any type that are convertible into the 
securities described in items (i) and (ii) of this Section 1(e), in each case that are owned or held, whether 
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direct or indirectly, and whether beneficially or of  record, by PIH at any time, regardless of  when they 
were acquired and regardless of  whether they were issued pursuant to the Acquisition. 

(e) All other capitalized terms used, but not defined, in this Agreement shall have 
the meanings ascribed to such terms in the Purchase Agreement. 

2. Limitations on PIH’s Actions.  Commencing on the Effective Date and continuing 
for the Term (as defined in Section 8), PIH agrees to vote all of  the Voting Securities beneficially 
owned by each of  them in accordance with the recommendation of  the Board with respect to any 
matter that is before the stockholders of  FedNat for a vote by such stockholders whenever the Board 
has made a recommendation to the stockholders regarding such matter (a “Board Recommended 
Matter”).  In addition, commencing on the Effective Date and at all times during the Term, PIH shall 
not, directly or indirectly, do any of  the following: 

(a) Acquire, offer, propose to acquire, agree to acquire, purchase, or make a tender 
or exchange offer to acquire, any Voting Securities (other than a direct issuance of  Voting Securities 
by FedNat that is approved in writing, in advance by FedNat); 

 
(b) Sell, offer, propose to sell, agree to sell, or accept any tender or exchange offer 

for, in any one (1) transaction or in any series of  related transactions, any Voting Securities in excess 
of: (i) two and one half  percent (2.5%) of  all Voting Securities that are issued and outstanding at the 
time of  such sale; or (ii) with respect to PIH only, in any three (3) consecutive month period, twenty-
five percent (25.0%) of  the shares of  FedNat Common Stock that were issued to PIH pursuant to the 
Acquisition. 

 
(c) Engage or participate in any Solicitation of  proxies or consents regarding the 

FedNat Common Stock, make any stockholder proposals at a meeting of  FedNat’s stockholders, or 
induce or attempt to induce any other Person to initiate any stockholder proposals at any meeting of  
FedNat’s stockholders; 

 
(d) Publicly advise, seek to advise, encourage, seek to encourage, influence or seek 

to influence any Person with respect to the voting of  any shares of  FedNat Common Stock held by 
other stockholders of  FedNat; 

 
(e) Take action to nominate or present any Person for election to the Board at any 

annual meeting of  FedNat’s stockholders or any other meeting of  FedNat’s stockholders called for 
the purpose of  electing directors; 

 
(f) Seek, propose or make any public statements with respect to any FedNat action 

requiring approval of  FedNat’s stockholders; 
 

(g) Deposit any Voting Securities in any voting trust or subject any Voting 
Securities to any arrangement or agreement with respect to the voting of  any Voting Securities; 

 
(h) Propose, or make any public statement with respect to, any form of  business 

combination, restructuring, recapitalization, dissolution or similar transaction involving FedNat, 
including, without limitation, a merger, tender or exchange offer, share repurchase or liquidation of  
FedNat’s assets; 
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(i) Seek, alone or in concert with others, (i) to call a meeting of  stockholders of  

FedNat; (ii) representation on the Board; (iii) the removal of  any FedNat officer and/or director; or 
(iv) to support financially, or through the giving of  services or information, any Person who is suing 
or contemplating suing FedNat or any of  its Affiliates, or is conducting or contemplating a Solicitation 
in opposition to a proposal by the Board or FedNat’s management; or 
 

(j) Enter into, engage in, encourage or otherwise participate in any  transaction 
designed to circumvent any of  the restrictions set forth in this Agreement. 

 
Nothing in this Agreement shall prevent PIH from engaging in private discussions with the Board, 
management or stockholders of  FedNat regarding the FedNat business. 

 
3. Exception.  At all times during the Term, PIH shall be permitted (and the provisions 

of  Section 2 shall not apply) to provide information or assistance to any Person in response to a 
request by a governmental agency with jurisdiction or authority over the Stockholder, a validly issued 
subpoena or otherwise as required by law; provided, that in each such instance, to the greatest extent 
permitted by applicable law, PIH shall provide as much advance notice to FedNat of  such response 
as reasonably possible and provide reasonable assistance to FedNat to obtain any protective order 
sought by FedNat with respect to such response.  PIH shall be permitted to file a Statement on 
Schedule 13G with the SEC disclosing its investment in FedNat Common Stock, describing and filing 
a copy of  this Agreement, if  required by applicable law, and otherwise complying with the 
requirements of  such Statement and the rules and regulations of  the SEC relating to such Statement. 

4. Other Acknowledgements. 

(a) PIH understands and agrees that, if  it votes its Voting Securities in violation 
of  Section 2 or of  this Agreement, then PIH hereby unconditionally and irrevocably instructs FedNat 
not to record the amount of  Voting Securities so voted; and (ii) if  all of  PIH’s Voting Securities are 
not voted in favor of  any Board Recommended Matter (whether by virtue of  a negative vote or 
abstention), then the number of  shares not voted in favor of  the Board Recommended Matter shall 
be automatically voted, and deemed for all purposes to have been voted by PIH in favor of  such 
Board Recommended Matter. 
 

(b) If  and to the extent that it is determined that Section 4(a) hereof  is 
unenforceable, then PIH covenants and agrees that PIH will cause all of  its Voting Securities to be 
voted at any meeting of  FedNat’s stockholders or at any adjournments or postponements thereof: (i) 
in favor of  each Board Recommended Matter; and (ii) against any stockholder nominations for 
director. 

 
(c) In the event that the Voting Securities are sold or otherwise transferred in a 

privately negotiated transaction, the purchaser or transferee shall take the Voting Securities subject to 
all of  the restrictions set forth in this Agreement. PIH agrees to provide FedNat with five (5) Business 
Days’ prior written notice of  any such transaction. 

 
5. Equitable Remedies; Remedies for Certain Breaches.   
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(a) The Parties acknowledge and agree that money damages would not be a 
sufficient remedy for any breach or threatened breach of  the provisions of  Sections 2 or 4 of  this 
Agreement, and that the non-breaching Party shall be entitled to specific performance and injunctive 
(preliminary or permanent) or other equitable relief  as remedies for any breach of  any such section.  
Such remedies shall not be deemed to be the exclusive remedies but shall be in addition to all other 
remedies available at law or in equity.  Each Party waives any requirement for the securing or posting 
of  any bond in connection with any such remedy. 
 

(b) The rights and remedies of  the Parties under this Agreement shall be 
cumulative and concurrent and may be pursued and exercised singularly, successively or concurrently 
at the sole discretion of  the exercising Party and may be exercised as often as such Party shall deem 
necessary or desirable, and the non-exercise by a Party of  any such rights and remedies in any particular 
instance shall not in any way constitute a waiver or release thereof  in that or any subsequent instance. 

 
6. Additional Representations, Warranties, and Covenants.  PIH hereby represents, 

warrants, and covenants to and in favor of  FedNat that: 

(a) PIH has all requisite capacity, power and authority to enter into and perform 
PIH’s obligations under this Agreement.  No filing with, and no permit, authorization, consent or 
approval of, any Person is necessary on the part of  PIH for the execution, delivery and performance 
of  this Agreement by PIH or the consummation by PIH of  the transactions and agreements 
contemplated hereby. 

 
(b) This Agreement has been duly executed and delivered by PIH and the 

execution, delivery and performance of  this Agreement by PIH and the consummation of  the 
transactions contemplated hereby have been duly authorized by all necessary action on the part of  
PIH. 

 
(c) Assuming the due authorization, execution and delivery of  this Agreement by 

FedNat, this Agreement constitutes the valid and binding agreement of  PIH, enforceable against PIH 
in accordance with its terms. 

 
(d) Except as contemplated by this Agreement, PIH has not been a party to any 

grant of  proxy or power of  attorney, deposited any of  its Voting Securities into a voting trust or 
similar arrangement, entered into any Contract with any Person (including, without limitation, any 
voting agreement or similar arrangement), or otherwise, granted, delegated or otherwise assigned any 
of  its voting power as a holder of  Voting Securities, whether directly or indirectly, in any manner that 
is inconsistent with PIH’s obligations under this Agreement.  Neither the execution and delivery of  
this Agreement by PIH nor the consummation by PIH of  the transactions and agreements 
contemplated hereby or compliance by PIH with any of  the provisions hereof  shall: (i) conflict with 
or violate any provision of  the organizational documents of  PIH; (ii) result in any breach or violation 
of, or constitute a default (or an event which, with notice or lapse of  time or both, would become a 
default) under, or give to others any rights of  termination, amendment, acceleration or cancellation 
of, or result in the creation of  any Lien on any property or asset of  PIH pursuant to any Contract to 
which PIH is a party or by which PIH or any property or asset of  PIH is bound or affected; or (iii) 
violate any law or judgment, order, injunction, ruling or decree of  any Governmental Entity applicable 
to PIH or any of  PIH’s properties or assets.   
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(e) Except for restrictions in favor of  FedNat pursuant to this Agreement and in 
any other agreement entered into by PIH in connection with the Transactions, and except for such 
transfer restrictions of  general applicability as may be provided under the Securities Act and the “blue 
sky” laws of  the various States of  the United States, PIH is the sole record and beneficial owner of  
all of  PIH’s Voting Securities, in each case free and clear of  Liens, and has the full and exclusive power 
to vote or direct the vote with respect to the Voting Securities.  As used in this Agreement, the terms 
“beneficial owner,” “beneficially own” and “beneficial ownership” shall have the meaning set forth in 
Rule 13d-3 promulgated by the SEC under the Exchange Act; provided, that, for purposes of  
determining whether a Person is a beneficial owner of  any Voting Securities, a Person shall be deemed 
to be the beneficial owner of  any Voting Securities which may be acquired by such Person pursuant 
to any Contract or upon the exercise of  conversion rights, exchange rights, warrants or options, or 
otherwise (irrespective of  whether the right to acquire such Voting Securities is exercisable 
immediately or only after the passage of  time, including the passage of  time in excess of  sixty (60) 
days, the satisfaction of  any conditions, the occurrence of  any event or any combination of  the 
foregoing).   

 
(f) There is no Action pending or, to the knowledge of  PIH, threatened, against 

or affecting such Party before or by any Governmental Entity, except, as is not, and would not 
reasonably be, expected, either individually or in the aggregate, to impair the ability of  PIH to perform 
PIH’s obligations hereunder in any respect. 

 
(g) PIH understands and acknowledges that FedNat is entering into the Purchase 

Agreement in reliance upon PIH’s execution and delivery of  this Agreement and the representations, 
warranties, covenants, and agreements of  PIH contained herein. 

 
(h) PIH shall not take any action that would make any representation or warranty 

of  PIH contained herein untrue or incorrect in any material respect, or that would prohibit PIH from 
performing all of  PIH’s covenants and obligations contained herein. 

 
7. No Reliance.  Except as expressly set forth in any representation, warranty, or 

covenant made by a Party in this Agreement, each Party expressly disclaims and shall not be deemed 
to have made any representation, warranty or covenant, express or implied, to the other Party, in 
connection with or related to the transactions contemplated by this Agreement. 

8. Term.  This Agreement shall terminate and shall be of  no further force or effect as 
of  the date that is the fifth (5th) anniversary of  the Effective Date.  Notwithstanding the foregoing, 
nothing herein shall relieve any party hereto from liability for any breach of  this Agreement prior to 
the expiration of  the Term. 

9. Miscellaneous. 

(a) Expenses.  All expenses incurred in connection with this Agreement and the 
transactions contemplated by this Agreement shall be paid by the Party incurring such expenses. 

 
(b) Notices.  All notices, demands and other communications to be given or 

delivered under or by reason of  the provisions of  this Agreement shall be in writing and shall be 
deemed to have been given: (i) if  personally delivered, on the date of  delivery; (ii) if  delivered by 
express courier service of  national standing (with charges prepaid), on the Business Day following the 
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date of  delivery to such courier service; (iii) if  deposited in the United States mail, first class postage 
prepaid, on the fifth (5th) Business Day following the date of  such deposit; or (iv) if  delivered by 
email transmission, on the date of  such transmission, provided, that confirmation of  such 
transmission is received within one (1) Business Day.  All notices, demands and other communications 
hereunder shall be delivered as set forth below, or pursuant to such other instructions as may be 
designated in writing by the Party to receive such notice: 

 
If  to FedNat, to: 
  
FedNat Holding Company 
14050 NW 14th Street, Suite 180 
Sunrise, FL 33323 
Attention: Michael H. Braun, CEO and President 
E-Mail: mbraun@fednat.com 
 
with a copy (which shall not constitute notice) to:  
 
Nelson Mullins Broad and Cassel 
2 S. Biscayne Blvd., Suite 2100 
Miami, FL 33131 
Attention:  Nina S. Gordon, Esq. 
E-Mail:  nina.gordon@nelsonmullins.com 
 
If  to PIH, to:  
 
D. Kyle Cerminara 
Fundamental Global Investors, LLC 
4201 Congress Street, Suite 140 
Charlotte, North Carolina 28209 
E-Mail:  kyle@fundamentalglobal.com 
 
with a copy (which shall not constitute notice) to:  
     
Thompson Hine LLP 
3900 Key Center 
127 Public Square 
Cleveland, OH 44114 
Attention:  Derek D. Bork, Esq. 
E-Mail:  derek.bork@thompsonhine.com 
 
(c) Amendments, Waivers, Etc.  This Agreement may not be amended, changed, 

supplemented, waived or otherwise modified or terminated except by an instrument in writing signed 
by the Parties. 

 
(d) Successors and Assigns.  No Party may assign any of  its rights or delegate any 

of  its obligations under this Agreement without the prior written consent of  the other Parties.  Subject 
to the preceding sentence, this Agreement shall be binding upon and shall inure to the benefit of  and 
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be enforceable by the Parties and their respective successors and assigns, including without limitation 
any corporate successor by merger or otherwise. 

 
(e) Third Party Beneficiaries.  Nothing expressed or referred to in this Agreement 

will be construed to give any Person, other than the Parties to this Agreement and their respective 
successors and permitted assigns, any legal or equitable right, remedy or claim under or with respect 
to this Agreement or any provision of  this Agreement. 

 
(f) No Partnership, Agency, or Joint Venture.  This Agreement is intended to 

create, and creates, a contractual relationship and is not intended to create, and does not create, any 
agency, partnership, joint venture or any like relationship between the Parties.   

 
(g) Further Assurances; Ownership.  From time to time at the request of  FedNat, 

and without further consideration, PIH shall execute and deliver, or cause to be executed and 
delivered, such additional documents and instruments and take all such further action as may be 
reasonably necessary or desirable to carry out and fully effectuate the actions required by it under this 
Agreement.  

 
(i) No Group.  Nothing in this Agreement shall be interpreted as creating or 

forming a “group” with any Person, including FedNat, for purposes of  Rule 13d-5(b)(1) of  the 
Exchange Act or any other similar provision of  applicable Law or of  conferring upon FedNat 
beneficial ownership of  any Voting Securities. 

 
(j) Entire Agreement.  This Agreement and the Purchase Agreement collectively 

embody the entire agreement and understanding among the parties hereto relating to the subject 
matter hereof  and supersedes all other prior agreements, understandings, representations and 
warranties, both written and oral, among the parties, with respect to the subject matter hereof. 
 

(k) Severability.  The provisions of  this Agreement shall be deemed severable, and 
the invalidity or unenforceability of  any provision shall not affect the validity or enforceability of  the 
other provisions hereof.  If  any provision of  this Agreement, or the application thereof  to any Person 
or any circumstance, is determined by a court of  competent jurisdiction to be invalid or unenforceable, 
(i) a suitable and equitable provision shall be substituted therefor in order to carry out, so far as may 
be valid and enforceable, the intent and purpose of  such invalid or unenforceable provision and (ii) 
the remainder of  this Agreement and the application of  such provision to other Persons or 
circumstances shall not be affected by such invalidity or unenforceability. 

 
(l) No Waiver.  The failure of  any Party to assert any of  its rights under this 

Agreement or otherwise shall not constitute a waiver of  such rights or any of  its rights with respect 
to any other matter relating to this Agreement. 

 
(m) Governing Law.  This Agreement and all Actions (whether at law, in contract 

or in tort) that may be based upon, arise out of  or relate to this Agreement, or the negotiation, 
execution or performance hereof, shall be governed by and construed in accordance with the laws of  
the State of  Delaware without regard to principles of  conflicts of  law. 

 
(n) Submission to Jurisdiction.  Each Party agrees that it shall bring any Action 

between the parties arising out of  or related to this Agreement or the transactions contained in or 
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contemplated by this Agreement exclusively in the United States District Court for the District of  
Delaware or another court sitting in the State of  Delaware (the “Chosen Courts”), and with respect 
to any such Action (i) irrevocably submits to the exclusive jurisdiction of  the Chosen Courts, (ii) waives 
any objection to laying venue in any such Action in the Chosen Courts, (iii) waives any objection that 
the Chosen Courts are an inconvenient forum or do not have jurisdiction over any Party and (iv) 
agrees that service of  process upon such Party in any such Action shall be effective if  notice is given 
in accordance with Section 9(b). 

 
(o) Waiver of  Jury Trial.  EACH PARTY ACKNOWLEDGES AND AGREES 

THAT ANY CONTROVERSY WHICH MAY ARISE UNDER THIS AGREEMENT IS LIKELY 
TO INVOLVE COMPLICATED AND DIFFICULT ISSUES, AND THEREFORE EACH SUCH 
PARTY HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVES ANY RIGHT SUCH 
PARTY MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION DIRECTLY 
OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS AGREEMENT, OR THE 
TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT.  EACH PARTY CERTIFIES 
AND ACKNOWLEDGES THAT (I) NO REPRESENTATIVE, AGENT OR ATTORNEY OF 
ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH 
OTHER PARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE 
THE FOREGOING WAIVER, (II) EACH PARTY UNDERSTANDS AND HAS CONSIDERED 
THE IMPLICATIONS OF THIS WAIVER, (III) EACH PARTY MAKES THIS WAIVER 
VOLUNTARILY AND (IV) EACH PARTY HAS BEEN INDUCED TO ENTER INTO THIS 
AGREEMENT BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS AND 
CERTIFICATIONS IN THIS SECTION 9(o). 

 
(p) Construction.  The Parties have participated jointly in negotiating and drafting 

this Agreement.  In the event that an ambiguity or a question of  intent or interpretation arises, this 
Agreement shall be construed as if  drafted jointly by the parties, and no presumption or burden of  
proof  shall arise favoring or disfavoring any Party by virtue of  the authorship of  any provision of  this 
Agreement.  Where a reference in this Agreement is made to a Section, schedule, or exhibit, such 
reference shall be to a Section, schedule, or exhibit to this Agreement unless otherwise indicated.  
Whenever the words “include,” “includes” or “including” are used in this Agreement, they shall be 
deemed to be followed by the words “without limitation.”  The words “hereof,” “herein” and 
“hereunder” and words of  similar import when used in this Agreement shall refer to this Agreement 
as a whole and not to any particular provision of  this Agreement.  The word “or” shall be deemed to 
mean “and/or.”  Terms defined in the text of  this Agreement as having a particular meaning have 
such meaning throughout this Agreement, except as otherwise indicated in this Agreement.  The 
definitions contained in this Agreement are applicable to the singular as well as the plural forms of  
such terms and to the masculine as well as to the feminine and neuter genders of  such term.  Any 
statute or Contract defined or referred to herein or in any agreement, instrument, exhibit or schedule 
that is referred to or defined herein means such statute or Contract as from time to time amended, 
modified or supplemented, including by succession of  comparable successor statutes and references 
to all attachments thereto and instruments incorporated therein.  

 
(q) Name, Captions, Gender.  Section headings of  this Agreement are for 

convenience of  reference only, do not constitute part of  this Agreement and shall not be deemed to 
limit or otherwise affect any of  the provisions hereof. 
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(r) Counterparts.  This Agreement and any signed agreement or instrument 
entered into in connection with this Agreement, and any amendments or waivers hereto or thereto, to 
the extent signed and delivered by means of  a facsimile machine or by e-mail delivery of  a “.pdf ” 
format data file, shall be treated in all manner and respects as an original agreement or instrument and 
shall be considered to have the same binding legal effect as if  it were the original signed version 
thereof  delivered in person.  No Party to any such agreement or instrument shall raise the use of  a 
facsimile machine or e-mail delivery of  a “.pdf ” format data file to deliver a signature to this 
Agreement or any amendment or consent hereto or thereto or the fact that any signature or agreement 
or instrument was transmitted or communicated through the use of  a facsimile machine or e-mail 
delivery of  a “.pdf ” format data file as a defense to the formation of  a contract and each Party forever 
waives any such defense. 
 
 

 
[SIGNATURES APPEAR ON THE FOLLOWING PAGE.] 
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IN WITNESS WHEREOF, each of  the Parties has caused this Agreement to be duly 

executed to be effective as of  the Effective Date. 
 

FEDNAT: 
 
FEDNAT HOLDING COMPANY 
 
 
By:        

Name:        

Title:        
 
 
PIH: 
 
1347 PROPERTY INSURANCE HOLDINGS, 
INC. 
 
 
By:        

Name:        

Title:        
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REGISTRATION RIGHTS AGREEMENT 

This Registration Rights Agreement (the “Agreement”) is made and entered into as of [●], 
2019 by and between FedNat Holding Company, a Florida corporation (the “Company”), and 1347 
Property Insurance Holdings, Inc., a Delaware corporation (“Parent”). 

This Agreement is made pursuant to the Equity Purchase Agreement dated as of February 25, 
2019 by and between the Company, Parent, Maison Managers, Inc., a Delaware corporation, Maison 
Insurance Company, a Louisiana corporation, and ClaimCor, LLC, a Florida limited liability company 
(the “Purchase Agreement”). 

NOW, THEREFORE, IN CONSIDERATION of the mutual covenants contained in this 
Agreement, and for other good and valuable consideration, the receipt and adequacy of which are 
hereby acknowledged, the Company and Parent agree as follows: 

1. Definitions.  Capitalized terms used and not otherwise defined herein that are defined in the Purchase 
Agreement shall have the meanings given such terms in the Purchase Agreement.  In addition to the terms 
defined elsewhere in this Agreement, the following terms shall have the following meanings: 

“Affiliate” means, with respect to any Person, any other Person that, directly or indirectly 
through one or more intermediaries, Controls, is controlled by or is under common control with such 
Person, as such terms are used in and construed under Rule 405 under the Securities Act. 

“Business Day” means a day other than a Saturday or Sunday or other day on which banks 
located in New York City are authorized or required by law to close. 

“Closing Date” has the meaning set forth in the Purchase Agreement. 

“Commission” means the United States Securities and Exchange Commission. 

“Common Stock” means the common stock of the Company, par value $0.01 per share, and 
any securities into which such shares of voting common stock may hereinafter be reclassified. 

“Effective Date” means the date that the Registration Statement filed pursuant to Section 2 is 
first declared effective by the Commission. 

“Effectiveness Deadline” means, with respect to a Registration Statement, the earlier of: (i) 
the seventy-fifth (75th) day following the Closing Date or (ii) the second (2nd) Trading Day after the 
date the Company is notified (orally or in writing, whichever is earlier) by the Commission that such 
Registration Statement will not be “reviewed” or will not be subject to further review; provided, that 
if the Effectiveness Deadline falls on a Saturday, Sunday or other day that the Commission is closed 
for business, the Effectiveness Deadline shall be extended to the next Business Day on which the 
Commission is open for business. 

“Exchange Act” means the Securities Exchange Act of 1934, as amended, and the rules and 
regulations promulgated thereunder. 
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“Person” means an individual, corporation, partnership, limited liability company, trust, 
business trust, association, joint stock company, joint venture, sole proprietorship, unincorporated 
organization, governmental authority or any other form of entity not specifically listed herein.  

“Principal Market” means the Trading Market on which the Common Stock is primarily listed 
on and quoted for trading. 

“Proceeding” means an action, claim, suit, investigation or proceeding (including, without 
limitation, an investigation or partial proceeding, such as a deposition), whether commenced or 
threatened. 

“Prospectus” means the prospectus included in a Registration Statement (including, without 
limitation, a prospectus that includes any information previously omitted from a prospectus filed as 
part of an effective registration statement in reliance upon Rule 430A promulgated under the Securities 
Act), as amended or supplemented by any prospectus supplement, with respect to the terms of the 
offering of any portion of the Registrable Securities covered by a Registration Statement, and all other 
amendments and supplements to the Prospectus, including post-effective amendments, and all 
material incorporated by reference or deemed to be incorporated by reference in such Prospectus. 

“Registrable Securities” means all of the Shares and any securities issued or issuable upon any 
stock split, dividend or other distribution, recapitalization or similar event with respect to the Shares, 
provided that Shares shall cease to be Registrable Securities upon the earliest to occur of the following:  
(A) a sale pursuant to a Registration Statement or Rule 144 under the Securities Act (in which case, 
only such security sold shall cease to be a Registrable Security); (B) becoming eligible for sale without 
time, volume or manner of sale restrictions by Parent under Rule 144 and without current public 
information pursuant to Rule 144(c)(1); (C) if such Shares have ceased to be outstanding; and (D) the 
date a Registration Statement becomes effective including such Shares and all such Shares have been 
disposed by Parent in accordance with such effective Registration Statement. For the avoidance of 
doubt, the fact that the Registrable Securities may at times cease to be Registrable Securities does not 
prevent them from again becoming Registrable Securities in the future. 

“Registration Statements” means any one or more registration statements of the Company 
required to be filed pursuant to this Agreement under the Securities Act that covers the resale of any 
of the Registrable Securities pursuant to the provisions of this Agreement, amendments and 
supplements to such Registration Statements, including post-effective amendments, all exhibits and 
all material incorporated by reference or deemed to be incorporated by reference in such Registration 
Statements. 

“Rule 144” means Rule 144 promulgated by the Commission pursuant to the Securities Act, 
as such Rule may be amended from time to time, or any successor rule thereto. 

“Rule 415” means Rule 415 promulgated by the Commission pursuant to the Securities Act, 
as such Rule may be amended from time to time, or any successor rule thereto. 

“Rule 424” means Rule 424 promulgated by the Commission pursuant to the Securities Act, 
as such Rule may be amended from time to time, or any successor rule thereto. 
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“Securities Act” means the Securities Act of 1933, as amended, and the rules and regulations 
promulgated thereunder. 

“Shares” means the shares of Common Stock issued to the Parent pursuant to the Purchase 
Agreement. 

“Trading Day” means a day on which the Common Stock is listed or quoted and traded on its 
Principal Market. 

“Trading Market” means whichever of the New York Stock Exchange, the NYSE MKT, the 
NASDAQ Global Select Market, the NASDAQ Global Market, the NASDAQ Capital Market or 
OTC Bulletin Board on which the Common Stock is listed or quoted for trading on the date in 
question. 

2. Registration Request.  The Company shall file with the Commission as soon as reasonably practicable 
after the Closing Date, but in any event no later than fifteen (15) Business Days after the Closing Date,  a 
Registration Statement covering the resale of all Registrable Securities for an offering to be made on a 
continuous basis pursuant to Rule 415.  . Each Registration Statement filed hereunder shall be on Form S-3 
(except if the Company is not then eligible to register for resale the Registrable Securities on Form S-3, in which 
case such registration shall be on Form S-1 or on another appropriate form in accordance herewith and the 
Company shall undertake to register the Registrable Securities on Form S-3 as soon as such form is available; 
provided, that the Company shall use its best efforts to maintain the effectiveness of the Registration Statement 
then in effect until such time as a Registration Statement on Form S-3 covering the Registrable Securities has 
been declared effective by the Commission).  The Company shall use its best efforts to cause each Registration 
Statement to be declared effective by the Commission as soon as practicable following the filing thereof, but 
in any event no later than the Effectiveness Deadline,  and shall use its best efforts to keep each Registration 
Statement continuously effective under the Securities Act until the earlier of (i) such time as all of the Registrable 
Securities covered by such Registration Statement have been publicly sold by Parent or (ii) the date that all 
Registrable Securities covered by such Registration Statement may be sold by Parent (A) without volume or 
manner of sale restrictions under Rule 144 and (B) without the requirement for the Company to be in 
compliance with the current public information requirement under Rule 144(c)(1) (such period of time, the 
“Effectiveness Period”).  The Company shall request effectiveness of any such Registration Statement as of 
5:00 p.m., New York City time, on a Trading Day.  The Company shall promptly notify Parent via facsimile or 
electronic mail of a “.pdf” format data file of the effectiveness of a Registration Statement on the same Trading 
Day that the Company confirms effectiveness with the Commission, which shall be the date requested for 
effectiveness of such Registration Statement.  The Company shall, by 9:30 a.m., New York City time, on the 
Trading Day after the effective date of such Registration Statement,  file a final Prospectus for a Registration 
Statement with the Commission, as required by Rule 424(b). 
 
3. Piggyback Registration. 
 

(a) Without prejudice to the rights of Parent under Section 4(o), if at any time when any Registrable 
Securities are outstanding, there is not an effective Registration Statement covering all of the Registrable 
Securities and the Company intends to file a Registration Statement covering a primary or secondary offering 
of any of its equity securities, whether or not the sale for its own account, which is not a registration solely to 
implement an employee benefit plan pursuant to a registration statement on Form S-8 (or successor form), a 
registration statement on Form S-4 (or successor form) or a transaction to which Rule 145 or any other similar 
rule of the Commission is applicable, the Company will promptly (and in any event at least fifteen (15) Business 
Days before the anticipated filing date) give written notice to Parent of its intention to effect such a registration 
(which notice shall state the intended method of disposition of such Registrable Securities, the number of 
securities proposed to be registered, the proposed managing underwriter(s) (if any, and if known) and a good 
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faith estimate by the Company of the proposed minimum offering price of such equity securities).  The 
Company will effect the registration under the Securities Act of all Registrable Securities that Parent requests 
be included in such registration (a “Piggyback Registration”) by a written notice delivered to the Company 
within five (5) Business Days after the notice given by the Company in the preceding sentence.  Subject to 
Section 3(b), securities requested to be included in a Company registration pursuant to this Section 3 shall be 
included by the Company on the same form of Registration Statement as has been selected by the Company 
for the securities the Company is registering for sale referred to above.  Parent shall be permitted to withdraw 
all or part of the Registrable Securities from the Piggyback Registration at any time at least five (5) Business 
Days prior to the effective date of the Registration Statement relating to such Piggyback Registration.  If the 
Company elects to terminate any registration filed under this Section 3 prior to the effectiveness of such 
registration, the Company will have no obligation to register the securities sought to be included by Parent in 
such registration under this Section 3.  There shall be no limit to the number of Piggyback Registrations 
pursuant to this Section 3(a). 

 
(b) If a Registration Statement under this Section 3 relates to an underwritten offering and the 

managing underwriter(s) advise(s) the Company that in its or their reasonable opinion the number of securities 
requested to be included in such offering exceeds the number that can be sold without adversely affecting the 
marketability of such offering (including an adverse effect on the per share offering price), the Company will 
include in such registration or Prospectus only such number of securities that in the reasonable opinion of such 
underwriter(s) can be sold without adversely affecting the marketability of the offering (including an adverse 
effect on the per share offering price), which securities will be so included in the following order of priority: (i) 
first, the Common Stock and other securities the Company proposes to sell, (ii) second, the Registrable 
Securities of Parent to the extent that Parent has requested inclusion of Registrable Securities pursuant to this 
Section 3, and (iii) third, any other securities of the Company that have been requested to be so included, subject 
to the terms of this Agreement. The Company shall select the investment banking firm or firms to act as the 
lead underwriter or underwriters in connection with an underwritten offering made pursuant to this Section 3. 
Parent may not participate in any underwritten registration under this Section 3 unless Parent (i) agrees to sell 
the Registrable Securities it desires to have covered by the underwritten offering on the basis provided in any 
underwriting arrangements in customary form and (ii) completes and executes all questionnaires, powers of 
attorney, indemnities, underwriting agreements and other documents required, in customary form, under the 
terms of such underwriting arrangements. 
 

4. Registration Procedures.  In connection with the Company’s registration obligations 
hereunder: 

 
(a) the Company shall, not less than three (3) Trading Days prior to the filing of a Registration 

Statement or any related Prospectus or any amendment or supplement thereto (and, promptly upon request of 
Parent, copies of documents to be incorporated or deemed to be incorporated by reference into such 
Registration Statement, Prospectus or amendment or supplement thereto), (i) furnish to one counsel designated 
by Parent (“Parent’s Counsel”), copies of such Registration Statement, Prospectus or amendment or 
supplement thereto, as proposed to be filed, which documents will be subject to the reasonable review of 
Parent’s Counsel, and (ii) cause its officers and directors, counsel and independent registered public accountants 
to respond to such inquiries as shall be necessary, in the reasonable opinion of Parent’s Counsel, to conduct a 
reasonable investigation within the meaning of the Securities Act; provided that all such documents provided 
prior to filing, and the information contained therein, shall be confidential and may not be disclosed to any 
third party, nor shall Parent undertake any transactions in the Common Stock after receiving such documents 
but prior to the filing of such documents. The Company shall not (i) file any Registration Statement, or any 
such Prospectus, or amendment or supplement thereto containing information to which Parent’s Counsel 
reasonably objects in good faith and (ii) submit a request for acceleration of the effectiveness of a Registration 
Statement or any amendment or supplement thereto without the prior approval of Parent, which consent shall 
not be unreasonably withheld, or delayed or conditioned, provided, that, the Company is notified of such 
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objection in writing no later than two (2) Trading Days after Parent has been so furnished copies of a 
Registration Statement or any related Prospectus or amendments or supplements thereto. 

 
(b)  (i) the Company shall prepare and file with the Commission such amendments, including post-

effective amendments and supplements, to each Registration Statement and the Prospectus used in connection 
therewith as may be necessary to keep such Registration Statement continuously effective as to the applicable 
Registrable Securities for its Effectiveness Period (except during a Grace Period (as defined below)); (ii) the 
Company shall cause the related Prospectus to be amended or supplemented by any required Prospectus 
supplement (subject to the terms of this Agreement), and, as so supplemented or amended, to be filed pursuant 
to Rule 424 (except during a Grace Period); (iii) the Company shall respond as promptly as reasonably 
practicable to any comments received from the Commission with respect to each Registration Statement or any 
amendment thereto and, as promptly as reasonably possible, provide Parent’s Counsel true and complete copies 
of all correspondence from and to the Commission relating to such Registration Statement (provided, that the 
Company shall excise any information contained therein which would constitute material non-public 
information); and (iv) the Company shall comply in all material respects with the applicable provisions of the 
Securities Act and the Exchange Act with respect to the disposition of all Registrable Securities covered by a 
Registration Statement until such time as all of such Registrable Securities shall have been disposed of (subject 
to the terms of this Agreement) in accordance with the intended methods of disposition by Parent as set forth 
in such Registration Statement as so amended or in such Prospectus as so supplemented; provided, that Parent 
shall be responsible for the delivery of the Prospectus to the Persons to whom Parent sells any of the Registrable 
Securities (including in accordance with Rule 172 under the Securities Act), and Parent agrees to dispose of 
Registrable Securities in compliance with applicable federal and state securities laws. In the case of amendments 
and supplements to a Registration Statement which are required to be filed pursuant to this Agreement 
(including pursuant to this Section 4(b)) by reason of the Company filing a report on Form 10-K, Form 10-Q 
or Form 8-K or any analogous report under the Exchange Act, the Company shall have incorporated such 
report by reference into such Registration Statement, if applicable, or shall file such amendments or 
supplements with the Commission on the same day on which the Exchange Act report is filed which created 
the requirement for the Company to amend or supplement such Registration Statement.. 

 
(c) the Company shall notify Parent (which notice shall, pursuant to clauses (ii) through (vi) hereof, 

be accompanied by an instruction to suspend the use of the Prospectus until the requisite changes have been 
made, if applicable) as promptly as reasonably practicable (and, in the case of (i)(A) below, not less than one (1) 
Trading Day prior to such filing) (i)(A) when a Prospectus or any Prospectus supplement or post-effective 
amendment to a Registration Statement is proposed to be filed with the Commission; (B) when the Commission 
notifies the Company whether there will be a “review” of such Registration Statement and whenever the 
Commission comments in writing on such Registration Statement; and (C) with respect to each Registration 
Statement or any post-effective amendment, when the same has become effective; (ii) of the issuance by the 
Commission or any other federal or state governmental authority of any stop order suspending the effectiveness 
of a Registration Statement covering any or all of the Registrable Securities or the initiation of any Proceedings 
for that purpose; (iii) of the receipt by the Company of any notification with respect to the suspension of the 
qualification or exemption from qualification of any of the Registrable Securities for sale in any jurisdiction, or 
the initiation or threatening of any Proceeding for such purpose; (iv) of the receipt by the Company of any 
notification with respect to the suspension of the qualification or exemption from qualification of any of the 
Registrable Securities for sale in any jurisdiction, or the initiation or threatening of any Proceeding for such 
purpose; (v) of the occurrence of any event or passage of time that makes the financial statements included in 
a Registration Statement ineligible for inclusion therein or any statement made in such Registration Statement 
or Prospectus or any document incorporated or deemed to be incorporated therein by reference untrue in any 
material respect or that requires any revisions to such Registration Statement, Prospectus or other documents 
so that, in the case of such Registration Statement or the Prospectus, as the case may be, it will not contain any 
untrue statement of a material fact or omit to state any material fact required to be stated therein or necessary 
to make the statements therein (in the case of any Prospectus, form of prospectus or supplement thereto, in 
light of the circumstances under which they were made), not misleading and (vi) of the occurrence or existence 
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of any pending corporate development with respect to the Company that the Company believes may be material 
and that, in the determination of the Company, makes it not in the best interest of the Company to allow 
continued availability of a Registration Statement or Prospectus, provided, that any and all of such information 
shall remain confidential to Parent until such information otherwise becomes public, unless disclosure to Parent 
is required by law or judicial process; provided, further, that notwithstanding any Parent’s agreement to keep 
such information confidential, the Company and Parent make no acknowledgement that any such information 
is material, non-public information. 

 
(d)  Notwithstanding anything to the contrary herein, at any time after the Registration Statement has 

been declared effective by the Commission, the Company may delay the disclosure of material non-public 
information concerning the Company if the disclosure of such information at the time is not, in the good faith 
judgment of the Company, in the best interests of the Company. The Company shall be entitled to exercise its 
right under this Section 4(d) to suspend the availability of a Registration Statement and Prospectus for a period 
or periods (each, a “Grace Period”) not to exceed sixty (60) calendar days (which need not be consecutive days) 
in any twelve (12)-month period and any such Grace Period shall not exceed an aggregate of thirty (30) 
consecutive days and the first day of any such period must be at least five (5) days after the last day of any such 
prior Grace Period.  For purposes of determining the length of a Grace Period above, the Grace Period shall 
begin on and include the date the Parent receives the notice referred to in Section 4(c)(ii) through (vi) and shall 
end on and include the later of the date Parent receives the notice referred to in this Section 4(d) and the date 
referred to in such notice.   During the Grace Period, the Company shall not be required to maintain the 
effectiveness of any Registration Statement filed hereunder and, in any event, Parent shall suspend sales of 
Registrable Securities pursuant to such Registration Statements during the pendency of the Grace Period; 
provided, the Company shall promptly and in compliance Sections 4(c) and (d)  (i) notify Parent in writing of 
the existence of material non-public information giving rise to a Grace Period or the need to file a post-effective 
amendment, as applicable, and the date on which such Grace Period will begin, (ii) use its best efforts to 
terminate a Grace Period as promptly as reasonably practicable provided that such termination is, in the good 
faith judgment of the Company, in the best interest of the Company, and to ensure that the use of the 
Prospectus may be resumed as promptly as is practicable, and (iii) notify Parent in writing of the date on which 
the Grace Period ends. Notwithstanding anything to the contrary, the Company shall cause the Company’s 
transfer agent to deliver unlegended Shares to a transferee of Parent in connection with any sale of Registrable 
Securities with respect to which Parent has entered into a contract for sale prior to Parent’s receipt of the notice 
of a Grace Period and for which Parent has not yet settled.  

 
(e) the Company shall use its best efforts to avoid the issuance of, or, if issued, obtain the withdrawal 

of (i) any order suspending the effectiveness of a Registration Statement, or (ii) any suspension of the 
qualification (or exemption from qualification) of any of the Registrable Securities for sale in any jurisdiction, 
as soon as practicable. 

 
(f)  the Company shall furnish to Parent, without charge, at least one (1) conformed copy of each 

Registration Statement and each amendment thereto and all exhibits to the extent requested by Parent 
(including those previously furnished or incorporated by reference) promptly after the filing of such documents 
with the Commission; provided, that the Company shall have no obligation to provide any document pursuant 
to this clause that is available on the Commission's EDGAR or successor system.  

 
(g) the Company agrees to promptly deliver to Parent, without charge, as many copies of each 

Prospectus or Prospectuses (including each form of prospectus) and each amendment or supplement thereto 
as such Persons may reasonably request. The Company hereby consents to the use of such Prospectus and each 
amendment or supplement thereto by Parent in connection with the offering and sale of Registrable Securities 
covered by such Prospectus and any amendment or supplement thereto. 

 
(h) the Company shall, prior to any resale of Registrable Securities by Parent, use its best efforts to 

register or qualify or cooperate with Parent in connection with the registration or qualification (or exemption 
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from the registration or qualification) of such Registrable Securities for the resale by Parent under the securities 
or Blue Sky laws of such jurisdictions within the United States as Parent reasonably requests in writing, to keep 
each registration or qualification (or exemption therefrom) effective during the Effectiveness Period and to do 
any and all other acts or things reasonably necessary to enable the disposition in such jurisdictions of the 
Registrable Securities covered by each Registration Statement; provided, that the Company shall not be required 
to qualify generally to do business in any jurisdiction where it is not then so qualified, subject the Company to 
any general tax in any such jurisdiction where it is not then so subject or file a consent to service of process in 
any such jurisdiction. 
 

(i) the Company shall reasonably cooperate with Parent to facilitate the timely preparation and 
delivery of certificates representing Registrable Securities to be delivered to a transferee pursuant to the 
Registration Statement, which certificates shall be free, to the extent permitted under applicable law, of all 
restrictive legends, and to enable such Registrable Securities to be in such denominations and registered in such 
names as Parent may reasonably request. Certificates for Registrable Securities free from all restrictive legends 
may be transmitted by the Company’s transfer agent to Parent by crediting the account of Parent’s prime broker 
with the Depositary Trust Company, if and as directed by Parent.  

 
(j) the Company shall following the occurrence of any event contemplated by Sections 4(c)(ii)-(vi), as 

promptly as reasonably practicable, as applicable: (i) use its best efforts to prevent the issuance of any stop 
order or obtain its withdrawal at the earliest possible moment if the stop order have been issued, or (ii) taking 
into account the Company's good faith assessment of any adverse consequences to the Company and its 
shareholders of the premature disclosure of such event, prepare and file a supplement or amendment, including 
a post-effective amendment, to the affected Registration Statements or a supplement to the related Prospectus 
or any document incorporated or deemed to be incorporated therein by reference, and file any other required 
document so that, as thereafter delivered, no Registration Statement nor any Prospectus will contain an untrue 
statement of a material fact or omit to state a material fact required to be stated therein or necessary to make 
the statements therein (in the case of any Prospectus, form of prospectus or supplement thereto, in light of the 
circumstances under which they were made), not misleading.  

 
(k)  the Company may require Parent to furnish to the Company a certified statement as to (i) the 

number of securities of the Company beneficially owned by Parent and any Affiliate thereof, (ii) any Financial 
Industry Regulatory Authority (“FINRA”) affiliations, (iii) any natural persons who have the power to vote or 
dispose of the Common Stock, and (iv) any other information as may be requested by the Commission, FINRA, 
any state securities commission or any other government or regulatory body with jurisdiction over the Company 
or its activities. The Company shall reasonably cooperate with any broker-dealer through which Parent 
proposes to resell its Registrable Securities in effecting a filing with the FINRA Corporate Financing 
Department, as requested by Parent. 

 
(l)  if requested by Parent’s Counsel, the Company shall (i) promptly incorporate in a Prospectus 

supplement or post-effective amendment to the Registration Statement such information as the Company 
reasonably agrees (upon advice of counsel) is required to be included therein and (ii) make all required filings 
of such Prospectus supplement or such post-effective amendment as soon as reasonably practicable after the 
Company has received notification of the matters to be incorporated in such Prospectus supplement or post-
effective amendment.  

 
(m) the Company shall use best efforts to cause all Registrable Securities to be listed on each Trading 

Market on which securities of the same series or class issued by the Company are then listed, or if no such 
similar securities are then listed, on a Trading Market selected by the Company.  

 
(n) the Company may require Parent to furnish to the Company in writing such information required 

under the Securities Act in connection with such registration regarding Parent and the distribution of such 
Registrable Securities as the Company may, from time to time, reasonably request in writing. 
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(o) the Company shall not file any other registration statements until, or grant registration rights to any 

Person that can be exercised prior to, the date that all Shares either are registered pursuant to a Registration 
Statement that is declared effective by the Commission and is effective or may be sold without any restriction 
or limitation pursuant to Rule 144 and without the requirement to be in compliance with Rule 144(c)(1); 
provided, that this Section 4(o) shall not prohibit the Company from filing amendments (pre-effective and 
post-effective) to, or conducting offerings pursuant to, registration statements filed prior to the date of this 
Agreement; and provided, further, that no such amendment shall increase the number of securities registered 
on a registration statement. 

 
(p) in no event shall the Company include any securities other than Registrable Securities on any 

Registration Statement without the prior written consent of Parent.   
 
(q) the Company shall comply with all applicable rules and regulations of the Commission in 

connection with its obligations under this Agreement. 
 
(r) the Company shall hold in confidence and not make any disclosure of information concerning 

Parent provided to the Company unless (i) disclosure of such information is necessary to comply with federal 
or state securities laws, (ii) the disclosure of such information is necessary to avoid or correct a misstatement 
or omission in any Registration Statement, (iii) the release of such information is ordered pursuant to a 
subpoena or other final, non-appealable order from a court or governmental body of competent jurisdiction, 
or (iv) such information has been made generally available to the public other than by disclosure in violation of 
this Agreement or any other agreement.  The Company agrees that it shall, upon learning that disclosure of 
such information concerning Parent is sought in or by a court or governmental body of competent jurisdiction 
or through other means, give prompt written notice to Parent and allow Parent, at Parent’s expense, to 
undertake appropriate action to prevent disclosure of, or to obtain a protective order for, such information. 

 

(s) the Company shall use its best efforts to cause the Registrable Securities covered by a Registration 
Statement to be registered with or approved by such other U.S. state securities regulators as may be necessary 
to consummate the disposition of such Registrable Securities. 

 
(t) unless required by applicable law, neither the Company nor any subsidiary or Affiliate thereof shall 

identify Parent as an underwriter in any public disclosure or filing with the Commission or any Trading Market. 
 
(u) within two (2) Business Days after a Registration Statement which covers Registrable Securities is 

ordered effective by the Commission, the Company shall deliver, and shall cause legal counsel for the Company 
to deliver, to the transfer agent for such Registrable Securities (with copies to Parent and Parent’s Counsel) 
confirmation in writing that such Registration Statement has been declared effective by the Commission. 

 
5. Registration Expenses.  All fees and expenses incident to the Company's performance of or compliance 
with its obligations under this Agreement (excluding any underwriting discounts and selling commissions, stock 
transfer taxes and fees of Parent’s Counsel) shall be borne by the Company whether or not any Registrable 
Securities are sold pursuant to a Registration Statement. The fees and expenses referred to in the foregoing 
sentence that are the Company's responsibility shall include, without limitation, (i) all registration and filing fees 
(including, without limitation, fees and expenses (A) with respect to filings required to be made with any Trading 
Market on which the Common Stock is then listed for trading, (B) with respect to compliance with applicable 
state securities or Blue Sky laws (including, without limitation, fees and disbursements of counsel for the 
Company in connection with Blue Sky qualifications or exemptions of the Registrable Securities and 
determination of the eligibility of the Registrable Securities for investment under the laws of such jurisdictions 
as requested by Parent) and (C) if not previously paid by the Company in connection with an issuer filing, with 
respect to any filing that may be required to be made by any broker through which Parent intends to make sales 
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of Registrable Securities with FINRA pursuant to FINRA Rule 5110, so long as the broker is receiving no more 
than a customary brokerage commission in connection with such sale), (ii) printing expenses (including, without 
limitation, expenses of printing certificates for Registrable Securities and of printing prospectuses if the printing 
of prospectuses is reasonably requested by Parent), (iii) messenger, telephone and delivery expenses of the 
Company, (iv) fees and disbursements of counsel for the Company, (v) Securities Act liability insurance, if the 
Company so desires such insurance, and (vi) fees and expenses of all other Persons retained by the Company 
in connection with the consummation of the transactions contemplated by this Agreement, including the 
Company’s independent registered public accountants. In addition, the Company shall be responsible for all of 
its internal expenses incurred in connection with the consummation of the transactions contemplated by this 
Agreement (including, without limitation, all salaries and expenses of its officers and employees performing 
legal or accounting duties), the expense of any annual audit and the fees and expenses incurred in connection 
with the listing of the Registrable Securities on any securities exchange as required hereunder. 
 
6. Indemnification. 

(a) Indemnification by the Company.  The Company shall, notwithstanding any termination 
of this Agreement, indemnify, defend and hold harmless Parent, the officers, directors, agents, general 
partners, managing members, managers, Affiliates and employees, each Person who controls Parent 
(within the meaning of Section 15 of the Securities Act or Section 20 of the Exchange Act) and the 
officers, directors, general partners, managing members, managers, agents and employees of each such 
controlling Person, to the fullest extent permitted by applicable law, from and against any and all 
losses, claims, damages, liabilities, costs (including, without limitation, reasonable costs of preparation 
and investigation and reasonable and documented attorneys' fees) and expenses (collectively, 
“Losses”), as incurred, that arise out of or are based upon (i) any untrue or alleged untrue statement 
of a material fact contained in any Registration Statement, any Prospectus or any form of prospectus 
or in any amendment or supplement thereto or in any preliminary prospectus or in any filing made in 
connection with the qualification of the offering under the securities or other “blue sky” laws of any 
jurisdiction in which Registrable Securities are offered, or arising out of or relating to any omission or 
alleged omission to state a material fact required to be stated therein or necessary to make the 
statements therein (in the case of any Prospectus or form of prospectus or supplement thereto, in 
light of the circumstances under which they were made) not misleading, or (ii) any violation or alleged 
violation by the Company of the Securities Act, the Exchange Act or any state securities law or any 
rule or regulation thereunder, in connection with the performance of its obligations under this 
Agreement, except to the extent, but only to the extent, that (A) such untrue statements, alleged untrue 
statements, omissions or alleged omissions are based solely upon information regarding Parent 
furnished in writing to the Company by or on behalf of Parent expressly for use therein, or to the 
extent that such information relates to Parent or Parent’s proposed method of distribution of 
Registrable Securities and was reviewed and approved in writing by Parent or Parent’s Counsel 
expressly for use in the Registration Statement, such Prospectus or such form of Prospectus or in any 
amendment or supplement thereto, (B) Parent’s failure to deliver or cause to be delivered the 
Prospectus or any amendment or supplement thereto made available by the Company, or (C) in the 
case of an occurrence of an event of the type specified in Sections 4(c)(ii)-(vi), related to the use by 
Parent of an outdated or defective Prospectus after the Company has notified Parent that the 
Prospectus is outdated or defective and prior to the receipt by Parent of the Advice contemplated and 
defined in Section 7(e) below, but only if and to the extent that following the receipt of the Advice 
the misstatement or omission giving rise to such Loss would have been corrected. Such indemnity 
shall remain in full force and effect regardless of any investigation made by or on behalf of an 
Indemnified Party (as defined in Section 6(c)) and shall survive the transfer of the Registrable 
Securities by Parent. The Company shall notify Parent promptly of the institution, threat or assertion 
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of any Proceeding arising from or in connection with the transactions contemplated by this Agreement 
of which the Company is aware. 

(b) Indemnification by Parent.  Parent shall, notwithstanding any termination of this 
Agreement, indemnify and hold harmless the Company, its directors, officers, agents and employees, 
each Person who controls the Company (within the meaning of Section 15 of the Securities Act and 
Section 20 of the Exchange Act), and the directors, officers, agents or employees of such controlling 
Persons, to the fullest extent permitted by applicable law, from and against all Losses, as incurred, in 
each case to the extent and only to the extent, that such Losses arise solely out of or are based solely 
upon any untrue statement of a material fact contained in any Registration Statement, any Prospectus, 
or any form of prospectus, or in any amendment or supplement thereto or in any preliminary 
prospectus, or arising out of or relating to any omission or alleged omission of a material fact required 
to be stated therein or necessary to make the statements therein (in the case of any Prospectus, or any 
form of prospectus or supplement thereto, in light of the circumstances under which they were made) 
not misleading to the extent, but only to the extent, that such untrue statements or omissions are 
based solely upon information regarding Parent furnished in writing to the Company by or on behalf 
of Parent expressly for use therein.  In no event shall the liability of Parent hereunder (together with 
any liability under Section 6(d)) be greater in amount than the dollar amount of the net proceeds 
received by Parent upon the sale of the Registrable Securities giving rise to such indemnification 
obligation. 

(c) Conduct of Indemnification Proceedings.  If any Proceeding shall be brought or asserted 
against any Person entitled to indemnity hereunder (an “Indemnified Party”), such Indemnified Party 
shall promptly notify the Person from whom indemnity is sought (the “Indemnifying Party”) in 
writing, and the Indemnifying Party shall have the right to assume the defense thereof, including the 
employment of one (1) counsel reasonably satisfactory to the Indemnified Party and the payment of 
all reasonable and documented fees and expenses incurred in connection with defense thereof; 
provided, that the failure of any Indemnified Party to give such written notice within a reasonable time 
of commencement of any such Proceeding shall not relieve the Indemnifying Party of its obligations 
or liabilities pursuant to this Agreement, except (and only) to the extent that such failure shall have 
materially and adversely prejudiced the Indemnifying Party in its ability to defend such Proceeding. 

An Indemnified Party shall have the right to employ separate counsel in any such Proceeding 
and to participate in the defense thereof, but the fees and expenses of such counsel shall be at the 
expense of such Indemnified Party or Parties unless: (1) the Indemnifying Party has agreed in writing 
to pay such fees and expenses; (2) the Indemnifying Party shall have failed promptly to assume the 
defense of such Proceeding and to employ counsel reasonably satisfactory to such Indemnified Party 
in any such Proceeding; or (3) the named parties to any such Proceeding (including any impleaded 
parties) include both such Indemnified Party and the Indemnifying Party, and such Indemnified Party 
shall have been advised by counsel that a conflict of interest exists if the same counsel were to 
represent such Indemnified Party and the Indemnifying Party; provided, that the Indemnifying Party 
shall not be liable for the fees and expenses of more than one separate firm of attorneys at any time 
for all Indemnified Parties.  The Indemnifying Party shall not be liable for any settlement of any such 
Proceeding effected without its written consent, which consent shall not be unreasonably withheld, 
delayed or conditioned.  No Indemnifying Party shall, without the prior written consent of the 
Indemnified Party, effect any settlement of any pending Proceeding in respect of which any 
Indemnified Party is a party, unless such settlement includes an unconditional release of such 
Indemnified Party from all liability on claims that are the subject matter of such Proceeding, does not 
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involve a finding or admission of wrongdoing by the Indemnified Party or any of its affiliates, does 
not impose equitable remedies or obligations on the Indemnified Party or any or its affiliates other 
than solely the payment of money damages for which the Indemnifying Party will pay. 

Subject to the terms of this Agreement, all documented fees and expenses of the Indemnified 
Party (including reasonable fees and expenses to the extent incurred in connection with investigating 
or preparing to defend such Proceeding in a manner not inconsistent with this Section 6(c)) shall be 
paid to the Indemnified Party, as incurred, within ten (10) Business Days after written notice thereof 
to the Indemnifying Party; provided, that the Indemnified Party shall promptly reimburse the 
Indemnifying Party for that portion of such fees and expenses applicable to such actions for which 
such Indemnified Party is finally judicially determined to not be entitled to indemnification hereunder.   

Such indemnity shall remain in full force and effect regardless of any investigation made by or 
on behalf of such Indemnified Party and shall survive the transfer of the Registrable Securities by 
Parent pursuant to Section 7(j).  

(d) Contribution.  If a claim for indemnification under Section 6(a) or 6(b) is unavailable to an 
Indemnified Party or insufficient to hold an Indemnified Party harmless for any Losses, then each 
Indemnifying Party, in lieu of indemnifying such Indemnified Party, shall contribute to the amount 
paid or payable by such Indemnified Party as a result of such Losses, in such proportion as is 
appropriate to reflect the relative fault of the Indemnifying Party and Indemnified Party in connection 
with the actions, statements or omissions that resulted in such Losses as well as any other relevant 
equitable considerations.  The relative fault of such Indemnifying Party and Indemnified Party shall 
be determined by reference to, among other things, whether any action in question, including any 
untrue or alleged untrue statement of a material fact or omission or alleged omission of a material fact, 
has been taken or made by, or relates to information supplied by, such Indemnifying Party or 
Indemnified Party, and the parties’ relative intent, knowledge, access to information and opportunity 
to correct or prevent such action, statement or omission.  The amount paid or payable by a party as a 
result of any Losses shall be deemed to include, subject to the limitations set forth in this Agreement, 
any reasonable attorneys’ or other reasonable fees or expenses incurred by such party in connection 
with any Proceeding to the extent such party would have been indemnified for such fees or expenses 
if the indemnification provided for in Section 6(a) and 6(b) was available to such party in accordance 
with its terms.  

The parties hereto agree that it would not be just and equitable if contribution pursuant to this 
Section 6(d) were determined by pro rata allocation or by any other method of allocation that does 
not take into account the equitable considerations referred to in the immediately preceding paragraph.  
Notwithstanding the provisions of this Section 6(d), Parent shall not be required to contribute, in the 
aggregate, any amount in excess of the amount by which the net proceeds actually received by Parent 
from the sale of the Registrable Securities subject to the Proceeding exceeds the amount of any 
damages that Parent has otherwise been required to pay by reason of such untrue or alleged untrue 
statement or omission or alleged omission.  No Person guilty of fraudulent misrepresentation (within 
the meaning of Section 11(f) of the Securities Act) shall be entitled to contribution from any Person 
who was not guilty of such fraudulent misrepresentation. 

The indemnity and contribution agreements contained in this Section 6 are in addition to any 
liability that the Indemnifying Parties may have to the Indemnified Parties and are not in diminution 
or limitation of the indemnification provisions under the Purchase Agreement. 
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7. Miscellaneous. 
  

(a)  Remedies.  In the event of a breach by the Company or by Parent of any of their obligations under 
this Agreement, the Company or Parent, as the case may be, in addition to being entitled to seek to exercise all 
rights granted by law and under this Agreement, including recovery of damages, will be entitled to seek specific 
performance of its rights under this Agreement.  The Company and Parent agree that monetary damages may 
not provide adequate compensation for any losses incurred by reason of a breach by it of any of the provisions 
of this Agreement. 
 

(b) Rule 144 Requirements.  With a view of making available to the Parent the benefits of Rule 144 
that may at any time permit Parent to sell securities of the Company to the public without registration, the 
Company shall make and maintain public information available, as those terms are understood and defined in 
Rule 144, and shall timely file with the Commission all reports and information required to be filed by it under 
the Securities Act and the Exchange Act and the rules and regulations adopted by the Commission thereunder 
and as the Commission may require. The Company shall furnish to Parent promptly upon request a written 
statement as to its compliance with the reporting requirements of Rule 144 (or any successor exemptive rule), 
the Securities Act and the Exchange Act (at any time that it is subject to such reporting requirements); a copy 
of its most recent annual or quarterly report; and such other reports and documents as Parent may reasonably 
request in availing itself of any rule or regulation of the Commission allowing it to sell any such securities 
without registration. 

 
(c) Obligations of Parent in a Registration. Parent agrees to timely furnish in writing such information 

regarding it, the securities sought to be registered and the intended method of disposition of the Registrable 
Securities held by it, as shall be reasonably be required to effect the registration of such Registrable Securities 
(the “Requested Information”).  

 
(d) Compliance.  Parent covenants and agrees that it will comply with the prospectus delivery 

requirements of the Securities Act as applicable to it (unless an exemption therefrom is available) in connection 
with sales of Registrable Securities pursuant to the Registration Statement and shall sell the Registrable 
Securities only in accordance with a method of distribution described in the Registration Statement. 

 
(e)  Discontinued Disposition.  Parent agrees that, upon receipt of a notice from the Company of the 

occurrence of any event of the kind described in Sections 4(c)(ii)-(vi), Parent will forthwith discontinue 
disposition of such Registrable Securities under a Registration Statement until it is advised in writing (the 
“Advice”) by the Company that the use of the applicable Prospectus (as it may have been supplemented or 
amended) may be resumed. The Company will use its best efforts to ensure that the use of the Prospectus may 
be resumed as promptly as is practicable. 
 

(f) Amendments and Waivers. The provisions of this Agreement, including the provisions of this 
sentence, may not be amended, modified or supplemented, or waived unless the same shall be in writing and 
signed by the Company and Parent.  

 
(g) Notices.  Any and all notices or other communications or deliveries required or permitted to be 

provided hereunder shall be delivered as set forth in the Purchase Agreement. 
 
(h) Successors and Assigns.  This Agreement shall inure to the benefit of and be binding upon the 

successors and permitted assigns of each of the parties. Nothing in this Agreement, express or implied, is 
intended to confer upon any party other than the parties hereto or their respective successors and assigns any 
rights, remedies, obligations, or liabilities under or by reason of this Agreement, except as expressly provided 
in this Agreement. The Company may not assign its rights or obligations hereunder (except by merger or in 
connection with another entity acquiring all or substantially all of such party’s assets) without the prior written 
consent of the other party. Parent may assign its rights hereunder as set forth in Section 7(i). 
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(i) Assignment of Registration Rights.  The rights under this Agreement shall be automatically 

assignable by Parent to any transferee of all or any portion of such Parent’s Registrable Securities if: (i) Parent 
agrees in writing with the transferee or assignee to assign such rights, and a copy of such agreement is furnished 
to the Company within a reasonable time after such assignment; (ii) the Company is, within a reasonable time 
after such transfer or assignment, furnished with written notice of (a) the name and address of such transferee 
or assignee, and (b) the securities with respect to which such registration rights are being transferred or assigned; 
(iii) immediately following such transfer or assignment the further disposition of such securities by the 
transferee or assignee is restricted under the Securities Act or applicable state securities laws; and (iv) at or 
before the time the Company receives the written notice contemplated by clause (ii) of this sentence the 
transferee or assignee agrees in writing with the Company to be bound by all of the provisions contained herein. 

 
(j) Execution and Counterparts.  This Agreement may be executed in two or more counterparts, each 

of which when so executed shall be deemed to be an original and, all of which taken together shall constitute 
one and the same Agreement and shall become effective when counterparts have been signed by each party 
and delivered to the other party, it being understood that both parties need not sign the same counterpart.  In 
the event that any signature is delivered by facsimile transmission or by e-mail delivery of a “.pdf” format data 
file, such signature shall create a valid and binding obligation of the party executing (or on whose behalf such 
signature is executed) with the same force and effect as if such facsimile or “.pdf” signature were the original 
thereof. 

 
(k) Governing Law.  All questions concerning the construction, validity, enforcement and 

interpretation of this Agreement shall be determined in accordance with Section 9.07 of the Purchase 
Agreement. 

 
(l) Cumulative Remedies.  The remedies provided herein are cumulative and not exclusive of any 

other remedies provided by law. 
 
(m) Severability.  If any term, provision, covenant or restriction of this Agreement is held by a court 

of competent jurisdiction to be invalid, illegal, void or unenforceable, the remainder of the terms, provisions, 
covenants and restrictions set forth herein shall remain in full force and effect and shall in no way be affected, 
impaired or invalidated, and the parties hereto shall use their good faith reasonable efforts to find and employ 
an alternative means to achieve the same or substantially the same result as that contemplated by such term, 
provision, covenant or restriction.  It is hereby stipulated and declared to be the intention of the parties that 
they would have executed the remaining terms, provisions, covenants and restrictions without including any of 
such that may be hereafter declared invalid, illegal, void or unenforceable. 

 
(n) Headings.  The headings in this Agreement are for convenience only and shall not limit or 

otherwise affect the meaning hereof. 
 
(o) Effectiveness; Termination. This Agreement constitutes the entire agreement among the parties 

hereto with respect to the subject matter hereof. There are no restrictions, promises, warranties or undertakings, 
other than as set forth or referred to herein.  This Agreement supersedes all prior agreements and 
understandings among the parties hereto with respect to the subject matter hereof. 

 

[SIGNATURES ON FOLLOWING PAGE]
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The parties have caused this Registration Rights Agreement to be executed and delivered by 
their duly authorized officers, effective as of the date on the first page hereof. 

 
FEDNAT HOLDING COMPANY 
 
 
By:        

Name:       
Title:       

 
 

1347 PROPERTY INSURANCE 
HOLDINGS, INC. 
 
 
By:        

Name:       
Title:       
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INVESTMENT ADVISORY AGREEMENT 

THIS INVESTMENT ADVISORY AGREEMENT (this “Agreement”) is made and 
entered into effective as of [*], 2019, by and between [*], a [*] (the “Advisor”) and FedNat Holding 
Company, a Florida corporation (the “Client”).   

 
Preliminary Statements 

 
A. The Advisor wishes to provide non-discretionary investment advisory 

services to the Client; 
 

B. The Advisor and the Client wish to enter into this Agreement in order to set 
forth the terms by which the Advisor would perform the investment advisory services for the Client. 

 
NOW, THEREFORE, in consideration of the mutual covenants and promises 

contained herein, and other good and valuable consideration, the receipt and sufficiency of which 
are hereby acknowledged by the parties hereto hereby agree as follows: 

 
1.   Non-Discretionary Investment Advisory Services; Fees.     

(a) The Advisor will provide the Client with non-discretionary 
investment advisory services (the “Investment Advisory Services”), including without limitation: 
identifying, analyzing and recommending potential investments, advising as to existing investments 
and investment optimization, recommending investment dispositions, and advising as to the 
Advisor’s views and outlook on macro-economic conditions.  The Client hereby engages the 
Advisor as investment adviser to the Client to provide non-discretionary investment advice with 
respect to Client investments and potential investments.  The Advisor hereby accepts such 
appointment.  Advisor will have no authority to withdraw or transfer assets from Client’s accounts.  
The Advisor may engage and assign all or a portion of the Investment Advisory Services to a sub-
advisor so long as such sub-advisor is a registered investment adviser.   

 
(b) Advisor will conduct periodic portfolio reviews with Client. Advisor 

will generally be available to discuss Client’s account during normal business hours. Advisor will 
attempt to meet with Client at least annually to discuss Client’s investment needs, goals and objectives 
and review Client’s account performance and the continued suitability of investments recommended 
by Advisor for Client. 

(c) The Advisor will for all purposes of this Agreement be an independent 
contractor and not an agent or employee of the Client. 

(d) In consideration of the Investment Advisory Services provided to the 
Client hereunder, the Client will pay the Advisor an annual management fee of $100,000, paid quarterly 
in advance (the “Management Fee”).  The quarterly installment of the Management Fee will be due 
no later than five business days after the beginning of each calendar quarter commencing with [*], 
2019.   

2.   Expenses.  The Client will be responsible for the fees and expenses of 
administrators, auditors and other service providers of the Client.  The Advisor will be responsible 
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for its own expenses in connection with the provision of the Investment Advisory Services. 
 
3. Representations and Warranties; Covenants. 

(a) The Client represents and warrants to the Advisor and agrees as 
follows:  (i) this Agreement has been duly and validly authorized by the Client and executed and 
delivered by the Client in accordance with the applicable provisions of its governing documents (the 
“Governing Provisions”) and constitutes a valid and binding agreement of the Client enforceable in 
accordance with its terms; (ii) its entering into this Agreement will not breach or cause to be breached 
any of the Governing Provisions or any other undertaking, agreement, contract, statute, rule or 
regulation to which the Client is a party or by which it is bound; and (iii) it is duly incorporated and 
validly existing and in good standing under the laws of the State of Florida and it has the full power 
and authority under the Governing Provisions to enter into, and perform its obligations under, this 
Agreement. 

(b) The Advisor represents and warrants to the Client and agrees as 
follows:  (i) this Agreement has been duly and validly authorized, executed and delivered by the 
Advisor in accordance with its Governing Provisions and constitutes a valid and binding agreement 
of the Advisor enforceable in accordance with its terms; (ii) its entering into this Agreement will not 
breach or cause to be breached any undertaking, agreement, contract, statute, rule or regulation to 
which the Advisor is a party or by which it is bound; (iii) it is duly organized and validly existing and 
in good standing under the laws of the State of [*]; and (iv) it is and shall remain in compliance in all 
respects with the Governing Provisions and all laws, rules, regulations and orders of any governmental 
agency or self-regulatory organization applicable to the Advisor and/or this Agreement. 

(c)  The Client further acknowledges that all advice given by the Advisor 
is the confidential property of the Advisor, and the Client will not make use of such advice in any 
manner or disclose the same to third parties, other than to Client’s other investment managers who 
would be involved in the evaluation and execution of any such advice, without the prior written 
consent of the Advisor.  Nothing contained in this Agreement will require the Advisor to disclose the 
details of any of its investment programs, formulae or strategies, except as required by applicable law.  

(d) The Client acknowledges that Advisor’s past performance and advice 
regarding Client’s accounts cannot guarantee future results. As with all market investments, Client 
investments can appreciate or depreciate and Advisor does not guarantee or warrant that the services 
it offers will result in a profit or perform in any particular way. Client also understands that there are 
no guarantees that its investment goals or objectives will be met or that any investment 
recommendations by the Advisor will be successful in achieving Client’s short or long-term objectives 
or perform within any target risk limitations. 

(e) The Client expressly understands and agrees that Advisor is not 
qualified to, and does not purport to provide, any legal, accounting, estate, actuary, or tax advice or to 
prepare any legal, accounting or tax documents. Nothing in this Agreement is to be construed as 
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providing for such services. Client will rely on its own tax attorney or accountant for tax advice or tax 
preparation.   

4.   Termination.   

(a) The term of this Agreement will commence as of the date of this 
Agreement and continue in effect for a period of five years unless terminated earlier as provided in 
this Section 4.   

(b) The Advisor may terminate this Agreement at any time upon 
reasonable prior written notice to the Client.  Client may terminate this Agreement only in the 
following circumstances:   

 (i) if the Advisor commits any breach of its obligations under this 
Agreement and fails, within (10) ten business days of receipt of notice served by the Client requiring 
it so to do, to make good such breach; 

 (ii)  at any time by giving notice in writing to the Advisor if the 
Advisor goes into liquidation (except a voluntary liquidation for the purpose of reconstruction or 
amalgamation upon terms previously approved in writing by the parties) or if a receiver is appointed 
of any of the assets of the Advisor or if the Advisor makes or proposes any arrangement or 
composition with its creditors or class of creditors; 

 (iii) if the Advisor is found in a legal proceeding to have violated 
any antifraud or anti-manipulative provisions of laws relating to the financial services industry or of 
any other criminal statute involving intentional fraud, misappropriation, misrepresentation, or 
embezzlement; or 

 (iv) if the Adviser is subject to censure or disqualification of under 
the Investment Advisers Act of 1940, or the Securities Act of 1933, each as amended, or if the Advisor 
is no longer the holder of all licenses, permissions, authorizations and consents required to enable it 
to perform its duties pursuant to this Agreement. 

(b) Upon termination of this Agreement, the Advisor must repay to the 
Client the unearned portion (computed on the basis of the number of days elapsed), if any, of any 
Management Fees previously paid to the Advisor. 

5. Miscellaneous. 
 

(a) Entire Agreement.  This Agreement constitutes the entire agreement 
between the parties with respect to the subject matter hereof and supersedes any prior agreements or 
understandings. 

(b) Amendment; Waiver.  Any term of this Agreement may be amended 
or waived only by an instrument in writing and signed by both the Advisor and the Client.  A waiver 
of any breach or failure to enforce any term or provision of this Agreement will not in any way affect, 
limit or waive a party’s rights hereunder at any time to enforce strict compliance thereafter with every 
term or provision of this Agreement. 
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(c) Successors and Assigns.  Neither party may assign its rights or 
obligations under this Agreement without the prior written consent of the other party; provided, that 
consent of the Client will not be required for the Advisor to engage sub-advisors to provide the 
Investment Advisory Services as provided in Section 1(a). This Agreement is binding upon and will 
inure to the benefit of the Advisor and the Client and their respective successors and permitted assigns. 

(d) Governing Law.  This Agreement is governed by, and is to be 
construed and enforced in accordance with, the laws of the State of New York, regardless of the laws 
that might otherwise govern under applicable principles of conflicts of law.  

(e) Notices.  All notices, demands and other communications hereunder 
must be in writing (including facsimile and email) and must be given: 

 
If  to the Advisor:  

D. Kyle Cerminara 
Fundamental Global Investors, LLC 
4201 Congress Street, Suite 140 
Charlotte, North Carolina 28209 
E-Mail:  kyle@fundamentalglobal.com 
 
with a copy (which shall not constitute notice) to:  
     
Burke A. McDavid 
Akin Gump Strauss Hauer & Feld LLP 
2300 N. Field Street 
Suite 1800 
Dallas, TX 75201 
E-Mail:  bmcdavid@akingump.com 
 

If  to the Client:  
 
 

 
FedNat Holding Company 
14050 NW 14th Street, Suite 180 
Sunrise, FL 33323 
Attention: Michael H. Braun, CEO and President 
E-Mail: mbraun@fednat.com 
 
with a copy (which shall not constitute notice) to:  
  
Nelson Mullins Broad and Cassel 
2 S. Biscayne Blvd., # 2100 
Miami, FL 33131 
Attention:  Nina Gordon, Esq. 
E-Mail:  nina.gordon@nelsonmullins.com 

  
or to such other address, facsimile number or email address and with such other copies as 

such party may hereafter specify for the purpose of notice to the other party.  Each such notice, 
request, demand or other communication will be effective (i) if given by facsimile, when such facsimile 
is transmitted to the facsimile number specified in this section and evidence of receipt is received, 
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(ii) if sent by email, on receipt by the sender of a “read receipt” in respect of the relevant message or 
(iii) if given by any other means, upon delivery or refusal of delivery at the address specified in this 
section 

(f) Severability. If any provision or clause of this Agreement is found to 
be invalid or unenforceable under any applicable law, this Agreement will be considered severable and 
divisible, and a reviewing body shall have the authority to amend or “blue pencil” the Agreement so 
as to make it fully valid and enforceable.  

(g) Captions.  The headings and captions used in this Agreement are used 
for convenience only and are not to be considered in construing or interpreting this Agreement. 

(h) Counterparts.  This Agreement may be executed in two or more 
counterparts, each of which shall be deemed an original, but all of which together shall constitute one 
and the same instrument. 

 

[Signature page follows]
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This Agreement has been executed and delivered by the parties hereto as of [*], 2019. 

     FEDNAT HOLDING COMPANY 
 
 

By:       
Name:       
Title:       

 
 

[Advisor] 
 
 

By:       
Name:       
Title:       
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EXECUTION VERSION 
 

VOTING AGREEMENT 
 

THIS VOTING AGREEMENT, dated as of February 25, 2019 (this “Agreement”), is by and 
among FEDNAT HOLDING COMPANY, a Florida corporation (“FedNat”), [*] (the “Investment 
Manager”) and the stockholder or stockholders listed on the signature page hereof (collectively, the 
“Stockholder”). 
 

WHEREAS, concurrently herewith, FedNat, 1347 Property Insurance Holdings, Inc., a Delaware 
corporation (“PIH”), Maison Managers, Inc., a Delaware corporation (“MM”), Maison Insurance Company, 
a Louisiana corporation (“MIC”), and ClaimCor, LLC, a Florida limited liability company (“CC” and, 
together with MM and MIC, each, a “Company” and, collectively, the “Companies”) are entering into an 
Equity Purchase Agreement (as it may be amended or modified from time to time, the “Purchase 
Agreement”) pursuant to which it is contemplated that FedNat will purchase all of the issued and 
outstanding capital stock and membership interests, as applicable, of the Companies (the “Acquisition”); 
 

WHEREAS, as of the date hereof, the Investment Manager is the investment manager of, and has 
the right to direct the voting of, [*] shares of the issued and outstanding common stock of PIH beneficially 
owned by the Stockholder (such common stock, together with any other capital stock of PIH acquired by 
the Stockholder after the date hereof, whether acquired directly or indirectly, upon the exercise of options, 
conversion of convertible securities, a stock dividend or distribution, or a split-up, reverse stock split, 
recapitalization, combination, reclassification or otherwise, entitled to vote on the approval and adoption of 
the Purchase Agreement, being collectively referred to herein as the “Shares”);  
 

WHEREAS, obtaining the approval of the Acquisition by the affirmative vote of Persons holding a 
majority of all issued and outstanding shares of the common stock of PIH is a condition precedent to the 
consummation of the Acquisition; and 
 

WHEREAS, as an inducement to FedNat to enter into the Purchase Agreement and incur the 
obligations therein, FedNat has required that the Investment Manager and the Stockholder enter into this 
Agreement. 
 

NOW, THEREFORE, in consideration of the foregoing, the mutual covenants and agreements 
set forth herein, and other good and valuable consideration, the receipt and sufficiency of which is hereby 
acknowledged, the parties hereto agree as follows: 
 

1. Recitals; Definitions.  The recitals set forth above are true and correct, and incorporated 
into this Agreement by this reference.  Capitalized terms used in this Agreement, but not defined herein, 
shall have the meanings given to those terms in the Purchase Agreement. 

 
2. Agreement to Vote; Restrictions on Voting and Dispositions. 

 
(a) Agreement to Vote.  The Investment Manager hereby irrevocably and 

unconditionally agrees that, from the date hereof until the Expiration Time (as defined in Section 5), 
at any meeting (whether annual or special and each adjourned or postponed meeting) of PIH’s 
stockholders, however called, or in connection with any written consent of PIH’s stockholders, the 
Investment Manager will cause the Shares to be represented at such meeting (or otherwise cause all 
of the Shares to be counted as present thereat for purposes of calculating a quorum), and vote or 
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cause to be voted (including by written consent, if applicable) all of the Shares, both: (i) in favor of 
the approval and adoption of the Purchase Agreement and the Acquisition, including any proposal 
to adjourn or postpone such meeting of PIH’s stockholders (that is not opposed by FedNat) to a 
later date if there are not sufficient votes to approve and adopt the Purchase Agreement and the 
Acquisition on the date on which such meeting is held; (ii) against any Acquisition Proposal, that, if 
accepted and ratified by the Board of Directors of PIH, would constitute a breach of PIH’s 
obligations under Section 5.03 of the Purchase Agreement; and (iii) against any other action or 
agreement that results, or could reasonably be expected to result, in a material breach of any 
covenant, agreement, representation or warranty or other obligation of PIH set forth in the 
Purchase Agreement or any other agreement entered into by PIH, the Companies, or any of their 
respective affiliates in connection with the Transactions, or prevent, materially impair or materially 
delay the consummation of the Acquisition (except in the manner permitted by the Purchase 
Agreement). 

 
(b) Restrictions on Transfers.  The Investment Manager and the Stockholder each 

hereby agrees that, from the date hereof until the Expiration Time, neither the Investment Manager 
nor the Stockholder shall, directly or indirectly, sell (including short sales), transfer, give, pledge, 
grant a security interest in, encumber, assign, grant any option for the sale of, enter into a “put 
equivalent position” (as defined by Rule 16a-1(h) under the Exchange Act) or otherwise transfer or 
dispose of (including by operation of law) any Shares (collectively, “Transfer”), or enter into any 
agreement, arrangement or undertaking with respect to any Transfer of any Shares, other than to any 
affiliate; provided that as a condition to such Transfer with an affiliate, such affiliate shall agree in a 
signed writing reasonably acceptable to FedNat to be bound by and comply with all of the 
provisions of this Agreement.  Any Transfer in violation of this Agreement shall be void. 
 
3. Transfer of Voting Rights; Inconsistent Agreements.  The Investment Manager and the 

Stockholder hereby agree that, prior to the Expiration Time, neither the Investment Manager nor the 
Stockholder shall, whether by grant of proxy or power of attorney, by deposit of any of the Shares into a 
voting trust or similar arrangement, by agreement, contract, or other arrangement with any Person 
(including, without limitation, any voting agreement or similar arrangement), or otherwise, grant, delegate or 
otherwise assign any of the Stockholder’s voting power as a stockholder of PIH, whether directly or 
indirectly, in any manner that is inconsistent with the Stockholder’s obligations under this Agreement. 

 
4. Representations, Warranties and Covenants of the Investment Manager and the 

Stockholder. 
 

(a) Representations and Warranties.  The Investment Manager and the Stockholder each 
represent and warrant to FedNat as follows:   

 
(i) Capacity.  Each of the Investment Manager and the Stockholder has all 

requisite capacity, power and authority to enter into and perform its obligations under this 
Agreement.  No filing with, and no permit, authorization, consent or approval of, a 
Governmental Entity is necessary on the part of the Investment Manager or the Stockholder 
for the execution, delivery and performance of this Agreement by it or the consummation by 
it of the transactions and agreements contemplated hereby. 

 
(ii) Due Authorization.  This Agreement has been duly executed and delivered 

by the Investment Manager and the Stockholder and the execution, delivery and 
performance of this Agreement by the Investment Manager and the Stockholder and the 
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consummation of the transactions contemplated hereby have been duly authorized by all 
necessary action on the part of the Investment Manager and the Stockholder. 

 
(iii) Binding Agreement.  Assuming the due authorization, execution and delivery 

of this Agreement by FedNat, this Agreement constitutes the valid and binding agreement of 
the Investment Manager and the Stockholder, enforceable against the Investment Manager 
and the Stockholder in accordance with its terms (except to the extent that enforceability 
may be limited by applicable bankruptcy, insolvency, moratorium, reorganization, fraudulent 
transfer or similar Laws affecting the enforcement of creditors’ rights generally or by general 
principles of equity). 

 
(iv) Non-Contravention.  Except as contemplated by this Agreement, neither the 

Investment Manager nor the Stockholder is a party to any grant of proxy or power of 
attorney, has not deposited any of the Shares into a voting trust or similar arrangement, has 
not entered into any agreement, contract, or other arrangement with any Person (including, 
without limitation, any voting agreement or similar arrangement), or otherwise granted, 
delegated or otherwise assigned any of its voting power as a stockholder of PIH, whether 
directly or indirectly, in any manner that is inconsistent with the Investment Manager and 
the Stockholder’s obligations under this Agreement.  Neither the execution and delivery of 
this Agreement by the Investment Manager and the Stockholder nor the consummation by 
the Investment Manager and the Stockholder of the transactions and agreements 
contemplated hereby or compliance by the Investment Manager and the Stockholder with 
any of the provisions hereof shall (X) conflict with or violate any provision of the 
organizational documents of the Investment Manager or the Stockholder; (Y) result in any 
breach or violation of, or constitute a default (or an event which, with notice or lapse of time 
or both, would become a default) under, or give to others any rights of termination, 
amendment, acceleration or cancellation of, or result in the creation of a Lien on any 
property or asset of the Investment Manager or the Stockholder pursuant to any Contract to 
which the Investment Manager or the Stockholder is a party or by which the Investment 
Manager or the Stockholder or any property or asset of the Investment Manager or the 
Stockholder is bound or affected; or (Z) violate any Law or judgment, order, injunction, 
ruling or decree of any Governmental Entity applicable to the Investment Manager or the 
Stockholder or any of the Investment Manager or the Stockholder’s properties or assets.   

 
(v) Ownership of Shares.  Except for restrictions in favor of FedNat pursuant to 

this Agreement, and except for such transfer restrictions of general applicability as may be 
provided under the Securities Act and the “blue sky” laws of the various States of the United 
States, the Stockholder is the beneficial owner of all of the Shares, in each case free and clear 
of Liens, and each of the Investment Manager and the Stockholder has the power to vote or 
direct the vote with respect to the Shares. As used in this Agreement, the terms “beneficial 
owner,” “beneficially own” and “beneficial ownership” shall have the meaning set forth in 
Rule 13d-3 promulgated by the Securities and Exchange Commission under the Exchange 
Act.  No Person has any contractual or other right or obligation to purchase or otherwise 
acquire any of such Shares and the Stockholder has not assigned any rights associated with 
any Shares to any Person. 

 
(vi) Absence of Litigation. As of the date hereof, there is no Action pending or, 

to the knowledge of the Investment Manager or the Stockholder, threatened, against or 
affecting the Investment Manager or the Stockholder before or by any Governmental Entity, 
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except as is not expected, and would not reasonably be expected, either individually or in the 
aggregate, to impair the ability of the Investment Manager or the Stockholder to perform the 
Investment Manager or the Stockholder’s obligations hereunder in any respect. 

 
(vii) Reliance.  Each of the Investment Manager and the Stockholder understands 

and acknowledges that FedNat is entering into the Purchase Agreement in reliance upon its 
execution and delivery of this Agreement and the representations, warranties, covenants, and 
agreements of the Investment Manager and the Stockholder contained herein. 

 
(viii) Investment Manager.  The Investment Manager serves as the investment 

manager of the Stockholder and has the authority to execute this Agreement on behalf of 
the Stockholder and to direct the voting of the Shares. 

 
(b) Covenants.  The Stockholder hereby further covenants and agrees as follows: 

 
(i) The Stockholder hereby authorizes FedNat to publish and disclose in any 

announcement or disclosure in connection with the Transactions, including, without 
limitation, any registration statement filed with the SEC in connection with the Transactions 
and any other applicable filings under the Exchange Act or the Securities Act, the 
Stockholder’s identity and ownership of the Shares and the nature of the Stockholder’s 
obligations under this Agreement. 

 
(ii) The Stockholder hereby waives and agrees not to exercise any appraisal or 

dissenter’s rights that may arise with respect to the Shares in connection with the 
Acquisition.  

 
(iii) The Stockholder covenants and agrees, until the Expiration Time, to 

promptly notify FedNat of: (A) any fact, event, or circumstance that would constitute a 
breach of any of the representations, warranties, covenants, or other agreements of 
Stockholder in this Agreement; and (B) the receipt by the Stockholder of any notice or other 
communication from any Person alleging that the consent of such Person is or may be 
required in connection with this Agreement. 

 
5. Termination.  Other than Section 5 and Section 6, all of which shall survive any termination 

of this Agreement, this Agreement and all obligations of the Stockholder hereunder will automatically 
terminate and cease to be of any further force and effect upon the earlier to occur of: (a) the Closing; and 
(b) the termination of the Purchase Agreement in accordance with its terms (such earlier time, the 
“Expiration Time”). Notwithstanding the foregoing provisions of this Section 5, nothing herein shall relieve 
any party hereto from liability for any breach of this Agreement prior to any such termination. 

 
6. Miscellaneous. 
 

(a) Expenses.  All expenses incurred in connection with this Agreement and the 
transactions contemplated by this Agreement shall be paid by the party incurring such expenses. 

 
(b) Notices.  All notices, demands and other communications to be given or delivered 

under or by reason of the provisions of this Agreement shall be in writing and shall be deemed to 
have been given: (i) if personally delivered, on the date of delivery; (ii) if delivered by express courier 
service of national standing (with charges prepaid), on the Business Day following the date of 
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delivery to such courier service; (iii) if deposited in the United States mail, first-class postage prepaid, 
on the fifth (5th) Business Day following the date of such deposit; or (iv) if delivered by email 
transmission, on the date of such transmission, provided, that confirmation of such transmission is 
received within one (1) Business Day.  All notices, demands and other communications hereunder 
shall be delivered as set forth below, or pursuant to such other instructions as may be designated in 
writing by the party to receive such notice: 
 

If to FedNat, to: 
  
FedNat Holding Company 
14050 NW 14th Street, Suite 180 
Sunrise, FL 33323 
Attention: Michael H. Braun, CEO and President 
E-Mail: mbraun@fednat.com 
 
with a copy (which shall not constitute notice) to:  
 
Nelson Mullins Broad and Cassel 
2 S. Biscayne Boulevard, Suite 2100 
Miami, FL 33131 
Attention:  Nina S. Gordon, Esq. 
E-Mail:  nina.gordon@nelsonmullins.com 
 
If to the Stockholder, to:  
c/o 1347 Property Insurance Holdings, Inc. 
1511 N. Westshore Blvd., Suite 870 

  Tampa, FL 33607 
Attention:  D. Kyle Cerminara 
E-Mail:  kyle@fundamentalglobal.com 
 
with a copy (which shall not constitute notice) to: 
  
Thompson Hine LLP  
3900 Key Center 
127 Public Square 
Cleveland, OH 44114 
Attention: Derek D. Bork, Esq. 
email:  derek.bork@thompsonhine.com 
 
If to the Investment Manager, to: 
 
c/o 1347 Property Insurance Holdings, Inc. 
1511 N. Westshore Blvd., Suite 870 

  Tampa, FL 33607 
Attention:  D. Kyle Cerminara 
E-Mail:  kyle@fundamentalglobal.com 
 
with a copy (which shall not constitute notice) to: 
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Thompson Hine LLP  
3900 Key Center 
127 Public Square 
Cleveland, OH 44114 
Attention: Derek D. Bork, Esq. 
email:  derek.bork@thompsonhine.com 
 

(c) Amendments, Waivers, Etc.  This Agreement may not be amended, changed, 
supplemented, waived or otherwise modified or terminated except by an instrument in writing 
signed by FedNat and the Stockholder. 

 
(d) Successors and Assigns.  No party may assign any of its rights or delegate any of its 

obligations under this Agreement without the prior written consent of the other party.  Subject to 
the preceding sentence, this Agreement shall be binding upon and shall inure to the benefit of and 
be enforceable by the parties and their respective successors and assigns, including without 
limitation any corporate successor by merger or otherwise.   
 

(e) Third Party Beneficiaries.  Nothing expressed or referred to in this Agreement will 
be construed to give any Person, other than the parties to this Agreement and their respective 
successors and permitted assigns, any legal or equitable right, remedy or claim under or with respect 
to this Agreement or any provision of this Agreement. 
 

(f) No Partnership, Agency, or Joint Venture.  This Agreement is intended to create, 
and creates, a contractual relationship and is not intended to create, and does not create, any agency, 
partnership, joint venture or any like relationship between the parties hereto.   
 

(g) Further Assurances; Ownership.  From time to time prior to the Expiration Time at 
the request of FedNat, and without further consideration, the Stockholder shall execute and deliver 
or cause to be executed and delivered such additional documents and instruments and take all such 
further action as may be reasonably necessary or desirable to carry out and fully effectuate the 
actions required by it under this Agreement.  
 

(h) No Group.  Nothing in this Agreement shall be interpreted as creating or forming a 
“group” with any Person, including FedNat, for purposes of Rule 13d-5(b)(1) of the Exchange Act 
or any other similar provision of applicable Law or of conferring upon FedNat beneficial ownership 
of any Shares. 
 

(i) Entire Agreement.  This Agreement and the Purchase Agreement collectively 
embody the entire agreement and understanding among the parties hereto relating to the subject 
matter hereof and supersedes all other prior agreements, understandings, representations and 
warranties, both written and oral, among the parties, with respect to the subject matter hereof.  The 
effectiveness of this Agreement shall be conditioned upon the execution and delivery of the 
Purchase Agreement by all of the parties thereto. 
 

(j) Capacity as Stockholder.  This Agreement shall apply to the Stockholder solely in its 
capacity as a stockholder of PIH, and it shall not apply in any manner to the Stockholder or any of 
its Affiliates in any capacity as a director, officer or employee of PIH or any of the Companies or in 
any other capacity, and shall not limit or affect any actions taken by the Stockholder in any such 
other capacity. 
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(k) Severability.  The provisions of this Agreement shall be deemed severable, and the 

invalidity or unenforceability of any provision shall not affect the validity or enforceability of the 
other provisions hereof.  If any provision of this Agreement, or the application thereof to any 
Person or any circumstance, is determined by a court of competent jurisdiction to be invalid or 
unenforceable, (i) a suitable and equitable provision shall be substituted therefor in order to carry 
out, so far as may be valid and enforceable, the intent and purpose of such invalid or unenforceable 
provision and (ii) the remainder of this Agreement and the application of such provision to other 
Persons or circumstances shall not be affected by such invalidity or unenforceability. 
 

(l) Specific Performance.  The parties agree that irreparable damage for which monetary 
damages, even if available, would not be an adequate remedy, would occur in the event that the 
parties hereto do not perform the provisions of this Agreement in accordance with its specified 
terms or otherwise breach such provisions.  The parties acknowledge and agree that prior to the 
valid termination of this Agreement in accordance with Section 5, the parties hereto shall be entitled, 
in addition to any other remedy to which they are entitled under this Agreement, to an injunction, 
specific performance and other equitable relief to prevent breaches of this Agreement and to 
enforce specifically the terms and provisions hereof in the Chosen Courts (as defined below).  
Without limiting the foregoing, each of the parties agrees that it will not oppose the granting of an 
injunction, specific performance and other equitable relief on the basis that (i) there is adequate 
remedy at law or (ii) an award of specific performance is not an appropriate remedy for any reason 
at law or in equity.  Any party seeking an order or injunction to prevent breaches and to enforce 
specifically the terms and provisions of this Agreement in accordance with this Section 6(l) shall not 
be required to provide any bond or other security in connection with any such order or injunction. 

 
(m) No Waiver.  The failure of any party to this Agreement to assert any of its rights 

under this Agreement or otherwise shall not constitute a waiver of such rights or any of its rights 
with respect to any other matter relating to this Agreement. 
 

(n) Governing Law.  This Agreement and all Actions (whether at law, in contract or in 
tort) that may be based upon, arise out of or relate to this Agreement, or the negotiation, execution 
or performance hereof, shall be governed by and construed in accordance with the laws of the State 
of Delaware without regard to principles of conflicts of law. 
 

(o) Submission to Jurisdiction.  Each party hereto agrees that it shall bring any Action 
between the parties arising out of or related to this Agreement or the transactions contained in or 
contemplated by this Agreement exclusively in the United States District Court for the District of 
Delaware or another court sitting in the State of Delaware (the “Chosen Courts”), and with respect 
to any such Action (i) irrevocably submits to the exclusive jurisdiction of the Chosen Courts, 
(ii) waives any objection to laying venue in any such Action in the Chosen Courts, (iii) waives any 
objection that the Chosen Courts are an inconvenient forum or do not have jurisdiction over any 
party hereto and (iv) agrees that service of process upon such party in any such Action shall be 
effective if notice is given in accordance with Section 6(b). 
 

(p) Waiver of Jury Trial.  EACH PARTY ACKNOWLEDGES AND AGREES THAT 
ANY CONTROVERSY WHICH MAY ARISE UNDER THIS AGREEMENT IS LIKELY TO 
INVOLVE COMPLICATED AND DIFFICULT ISSUES, AND THEREFORE EACH SUCH 
PARTY HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVES ANY RIGHT 
SUCH PARTY MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION 
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DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS AGREEMENT, 
OR THE TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT.  EACH PARTY 
CERTIFIES AND ACKNOWLEDGES THAT (I) NO REPRESENTATIVE, AGENT OR 
ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR 
OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF 
LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER, (II) EACH PARTY 
UNDERSTANDS AND HAS CONSIDERED THE IMPLICATIONS OF THIS WAIVER, 
(III) EACH PARTY MAKES THIS WAIVER VOLUNTARILY AND (IV) EACH PARTY HAS 
BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS, 
THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 6(P). 
 

(q) Construction.  The parties have participated jointly in negotiating and drafting this 
Agreement.  In the event that an ambiguity or a question of intent or interpretation arises, this 
Agreement shall be construed as if drafted jointly by the parties, and no presumption or burden of 
proof shall arise favoring or disfavoring any party by virtue of the authorship of any provision of 
this Agreement.  Where a reference in this Agreement is made to a Section or Exhibit, such 
reference shall be to a Section of or Exhibit to this Agreement unless otherwise indicated.  
Whenever the words “include,” “includes” or “including” are used in this Agreement, they shall be 
deemed to be followed by the words “without limitation.”  The words “hereof,” “herein” and 
“hereunder” and words of similar import when used in this Agreement shall refer to this Agreement 
as a whole and not to any particular provision of this Agreement.  The word “or” shall be deemed to 
mean “and/or.”  Terms defined in the text of this Agreement as having a particular meaning have 
such meaning throughout this Agreement, except as otherwise indicated in this Agreement.  The 
definitions contained in this Agreement are applicable to the singular as well as the plural forms of 
such terms and to the masculine as well as to the feminine and neuter genders of such term.  Any 
statute or Contract defined or referred to herein or in any agreement, instrument, exhibit or schedule 
that is referred to or defined herein means such statute or Contract as from time to time amended, 
modified or supplemented, including by succession of comparable successor statutes and references 
to all attachments thereto and instruments incorporated therein.  

 
(r) Name, Captions, Gender.  Section headings of this Agreement are for convenience 

of reference only, do not constitute part of this Agreement and shall not be deemed to limit or 
otherwise affect any of the provisions hereof. 
 

(s) Counterparts.  This Agreement and any signed agreement or instrument entered into 
in connection with this Agreement, and any amendments or waivers hereto or thereto, to the extent 
signed and delivered by means of a facsimile machine or by e-mail delivery of a “.pdf” format data 
file, shall be treated in all manner and respects as an original agreement or instrument and shall be 
considered to have the same binding legal effect as if it were the original signed version thereof 
delivered in person.  No party hereto or to any such agreement or instrument shall raise the use of a 
facsimile machine or e-mail delivery of a “.pdf” format data file to deliver a signature to this 
Agreement or any amendment or consent hereto or thereto or the fact that any signature or 
agreement or instrument was transmitted or communicated through the use of a facsimile machine 
or e-mail delivery of a “.pdf” format data file as a defense to the formation of a contract and each 
party hereto forever waives any such defense. 

 
 

[Remainder of Page Intentionally Blank.  Signature Page Follows.] 



 

SIGNATURE PAGE TO VOTING AGREEMENT 

IN WITNESS WHEREOF, the parties hereto have duly executed and delivered this 
Agreement as of the date and year first written above. 

 
FEDNAT: 
 
FEDNAT HOLDING COMPANY, a Florida 
corporation 
 
 
By: /s/ Michael H. Braun     

Name: Michael H. Braun     

Title: Chief Executive Officer    
  
  
[INVESTMENT MANAGER: 
 
[Investment Manager] 
 
By:        

Name:        

Title:        
 
STOCKHOLDER: 
 
[Stockholder] 
 
By:        

Name:        

Title:        
 
 
 

[End of Agreement.] 
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SENIOR UNSECURED NOTES DUE 2029 
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February 25, 2019 

[Name of Purchaser] 
[As Investment Manager, acting for and on behalf of the Purchaser] 
 
 
Ladies and Gentlemen: 

Pursuant to the terms of this Note Purchase Agreement (this “Agreement”), FedNat Holding 
Company (the “Issuer”), proposes to issue and sell to the [several purchasers] [purchaser] named on 
Schedule I hereto and identified on the signature pages hereto (the [“Purchasers”] [“Purchaser”]), 
$[●] aggregate principal amount of the Issuer’s Senior Notes due 2029 (the “Notes ”). 

The Notes will be issued pursuant to the provisions of an indenture, to be dated as of March 5, 
2019, (the “Indenture”) between the Issuer and The Bank of New York Mellon, as trustee (together 
with its successors and assigns, in such capacity, the “Trustee”). 

The Notes will be offered and sold without being registered under the Securities Act of 1933, as 
amended (the “Securities Act”), pursuant to the exemption from registration set forth in Section 
4(a)(2) of the Securities Act solely to Purchasers that are either (i) “qualified institutional buyers” as 
such term is defined in Rule 144A of the Securities Act (“Rule 144A”) or (ii) institutional 
“accredited investors” within the meaning of Rule 501(a) of Regulation D and as contemplated by 
subsections (1), (2), (3) or (7) of Rule 501(a) of Regulation D, that have no less than $5,000,000 in 
total assets [(“Institutional Accredited Investors”)]. 

Concurrently with the execution of this Agreement, the Issuer proposes to issue and sell to one 
or more investors other than the [Purchasers] [Purchaser] (the “Other Purchasers”) up to $[●] 
aggregate principal amount of the Issuer’s Notes, pursuant to one or more purchase agreements 
(“Other Purchase Agreements”) substantially in the same form as this Agreement, to be entered into 
by the Issuer and the Other Purchasers.  Raymond James & Associates, Inc. (in such capacity, the 
“Placement Agent”), has been appointed by the Issuer to act as its  exclusive placement agent, 
pursuant to an Amended and Restated Placement Agency Agreement dated February 22, 2019, 
between the Issuer and the Placement Agent (the “Placement Agency Agreement”). 

The holders of the Notes will be entitled to the benefits of a Registration Rights Agreement, in 
the form to be agreed by the Issuer, the Placement Agent, the Purchaser and the Other Purchasers, 
to be dated as of the Closing Date (as defined herein), among the Issuer, the Purchasers and the 
Other Purchasers (the “Registration Rights Agreement”), pursuant to which the Issuer will agree 
to file with the U. S. Securities and Exchange Commission (the “SEC”), under the circumstances set 
forth therein, (i) a registration statement (“Exchange Offer Registration Statement”) under the 
Securities Act relating to the Issuer’s Senior Unsecured Notes due 2029 (the “Exchange Notes”), 
to be offered in exchange for the Notes (the “Exchange Offer”), or (ii) a shelf registration 
statement relating to the resale of the Notes under the Securities Act (“Resale Shelf Registration 
Statement”). 
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1. Representations and Warranties of the Issuer. The Issuer represents and warrants to, and 
agrees with the [Investment Manager and each of the Purchasers] [Purchaser], as of the date hereof 
and as of the Closing Date (as defined herein), that: 

(a) The Issuer has been duly incorporated, is validly existing as a corporation in 
good standing under the laws of the State of Florida, has the corporate power and authority 
to own its property and to conduct its business and is duly qualified to transact business and 
is in good standing in each jurisdiction in which the conduct of its business or its ownership 
or leasing of property requires such qualification, except to the extent that the failure to be 
so qualified or be in good standing would not, singly or in the aggregate, result in a material 
adverse change in the condition, financial or otherwise, or in the earnings, prospects, 
business, properties, management, surplus, operations or results of operations of the Issuer 
and its subsidiaries, taken as a whole (any such change, a “Material Adverse Change”). 

(b) Schedule II hereto contains a complete and correct list of (i) the Issuer’s 
subsidiaries, showing, as to each subsidiary, the name thereof, the jurisdiction of its 
organization, and the percentage of shares of each class of its capital stock or similar equity 
interests outstanding owned by the Issuer and each other subsidiary and (ii) the Issuer’s 
directors, chief executive officer and chief financial officer.  Each subsidiary of the Issuer has 
been duly incorporated or organized, is validly existing as a corporation or limited liability 
company in good standing under the laws of the jurisdiction of its incorporation or 
organization, has the corporate or limited liability company power and authority to own its 
property and to conduct its business and is duly qualified to transact business and is in good 
standing in each jurisdiction in which the conduct of its business or its ownership or leasing 
of property requires such qualification, except to the extent that the failure to be so qualified 
or be in good standing would not have a Material Adverse Change.  All of the issued and 
outstanding shares of capital stock or other equity interests of each subsidiary of the Issuer 
have been duly and validly authorized and issued, are fully paid and non-assessable and are 
owned directly or indirectly by the Issuer, free and clear of all liens, encumbrances, equities 
or claims. 

(c) The audited consolidated financial statements of the Issuer and its 
subsidiaries as of and for the fiscal years ended December 31, 2015, 2016 and 2017 
contained in  the Issuer’s Form 10-Ks for the periods so indicated are true and complete, 
and all of such financial statements (including in each case the related schedules and notes) 
fairly present in all material respects the consolidated financial position of the Issuer and its 
subsidiaries as of the respective dates specified therein and the results of their operations and 
cash flows for the respective periods so specified and have been prepared in accordance with 
U.S. generally accepted accounting principles (“GAAP”). The unaudited interim financial 
statements of the Company as of and for the periods ended September 30, 2018 contained 
in  the Company’s Form 10-Q for the period ended September 30, 2018 have been prepared 
in conformity with GAAP (subject to normal year-end audit adjustments that are not 
expected to be material in the aggregate, and the exclusion of footnotes required by GAAP) 
and present fairly in all material respects the information required to be stated therein. 

(d) The execution, delivery, and performance by the Issuer of this Agreement, 
the Indenture, the Notes, the Registration Rights Agreement and the Exchange Notes do 
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not and will not (i) violate any material provision of federal, state, or local law or regulation 
applicable to the Issuer or its subsidiaries, or the governing documents of the Issuer or its 
subsidiaries, (ii) result in or require the creation or imposition of any Lien (as such term is 
defined in the Indenture) of any nature whatsoever upon any properties or assets of the 
Issuer or its subsidiaries, other than Permitted Liens (as such term is defined in the 
Indenture), or (iii) require any approval of interest holders of the Issuer or its subsidiaries, 
other than consents or approvals that have been obtained and that are still in force and 
effect. 

(e) This Agreement has been duly authorized, executed and delivered by the 
Issuer and, assuming due execution and delivery hereof by the [Investment Manager and 
each of the Purchasers] [Purchaser], will constitute a valid and binding agreement of the 
Issuer, enforceable against the Issuer in accordance with its terms, except as the enforcement 
thereof may be limited by applicable bankruptcy, insolvency and similar laws affecting 
creditors’ rights generally and equitable principles of general applicability. 

(f) The Indenture has been duly authorized by the Issuer and, at the Closing 
Date, will have been duly executed and delivered by the Issuer and, assuming due execution 
and delivery thereof by the Trustee, will constitute a valid and binding agreement of the 
Issuer, enforceable against the Issuer in accordance with its terms, except as the enforcement 
thereof may be limited by applicable bankruptcy, insolvency and similar laws affecting 
creditors’ rights generally and equitable principles of general applicability. 

(g) The Notes  have been duly authorized by the Issuer and, at the Closing Date, 
will have been duly executed by the Issuer and when authenticated in accordance with the 
provisions of the Indenture and delivered to and paid for by the Purchaser in accordance 
with the terms of this Agreement, assuming due execution and delivery thereof by the 
Trustee, will be valid and binding obligations of the Issuer, enforceable against the Issuer in 
accordance with their terms, except as the enforcement thereof may be limited by applicable 
bankruptcy, insolvency and similar laws affecting creditors’ rights generally and equitable 
principles of general applicability, and will be entitled to the benefits of the Indenture. 

(h) The Registration Rights Agreement has been duly authorized by the Issuer, 
and, when the Notes are delivered and paid for pursuant to this Agreement on the Closing 
Date, the Registration Rights Agreement will have been duly executed and delivered by the 
Issuer, and assuming due execution and delivery thereof by the [Investment Manager and 
each of the Purchasers] [Purchaser] will constitute a valid and binding agreement of the 
Issuer, enforceable against the Issuer in accordance with its terms, except as the enforcement 
thereof may be limited by applicable bankruptcy, insolvency and similar laws affecting 
creditors’ rights generally and equitable principles of general applicability.  

(i) The Exchange Notes have been duly authorized by the Issuer and, when the 
Exchange Notes are delivered as contemplated in the Registration Rights Agreement, such 
Exchange Notes will have been duly executed by the Issuer and when authenticated in 
accordance with the provisions of the Indenture, assuming due execution and delivery 
thereof by the Trustee, will be valid and binding obligations of the Issuer, enforceable 
against the Issuer in accordance with their terms, except as the enforcement thereof may be 
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limited by applicable bankruptcy, insolvency and similar laws affecting creditors’ rights 
generally and equitable principles of general applicability, and will be entitled to the benefits 
of the Indenture. 

(j) The Notes  to be purchased by the [Purchasers] [Purchaser] from the Issuer 
on the Closing Date will be in the form contemplated by the Indenture. 

(k) The execution and delivery by the Issuer of, and the performance by the 
Issuer of its obligations under, this Agreement, the Indenture and the Notes  will not 
contravene (i) the certificate of incorporation, bylaws or other organizational documents of 
the Issuer; (ii) any agreement or other instrument binding upon the Issuer or any of its 
subsidiaries that is material to the Issuer and its subsidiaries, taken as a whole; (iii) any 
provision of applicable law or regulation; or (iv) any judgment, injunction, order or decree of 
any governmental body, agency or court having jurisdiction over the Issuer or any subsidiary, 
except, in the case of clauses (ii), (iii) and (iv) above, for any such contravention that would 
not have a Material Adverse Change. 

(l) There are no legal or governmental actions, suits, investigations or 
proceedings, pending or threatened, to which the Issuer or any of its subsidiaries is a party or 
to which any of the properties of the Issuer or any of its subsidiaries is subject that would, if 
adversely determined, result in a Material Adverse Change or have a material adverse effect 
on the power or ability of the Issuer to perform its obligations under this Agreement, the 
Indenture or the Notes . 

(m) No consent, approval or authorization of, or registration, filing or declaration 
with, any Governmental Authority (as defined in the Indenture) in the United States, any 
state or other political subdivision thereof, any other jurisdiction in which the Issuer or any 
subsidiary conducts all or any part of its business, or which asserts jurisdiction over any 
properties of the Issuer or any subsidiary, or any entity exercising executive, legislative, 
judicial, regulatory or administrative functions of, or pertaining to, any such Governmental 
Authority is required by the Issuer in connection with the execution, delivery or 
performance by the Issuer of this Agreement, the Indenture or the Notes . 

(n) The Issuer and its subsidiaries are in compliance with any and all applicable 
foreign, federal, state and local laws and regulations, have received all permits, licenses or 
other approvals required of them under applicable laws, to conduct their respective 
businesses and are in compliance with all terms and conditions of any such permit, license or 
approval, except where such noncompliance with laws, failure to receive required permits, 
licenses or other approvals or failure to comply with the terms and conditions of such 
permits, licenses or approvals would not, singly or in the aggregate, result in a Material 
Adverse Change. 

(o) The Issuer and its subsidiaries own or possess or have a right to use all 
licenses, permits, franchises, authorizations, patents, copyrights, proprietary software, service 
marks, trademarks and trade names without known conflict with the rights of others. 
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(p) Each of the Issuer and its subsidiaries holds, and has at all times since 
December 31, 2015 held, all material permits, licenses or other approvals required of them 
from all Governmental Authorities that are necessary for the operation and conduct of their 
respective businesses as such business is presently or was at the relevant time operated and 
conducted (collectively, the “Business Licenses”).  No such Business Licenses are subject 
to a regulatory proceeding, there exists no basis for such a regulatory proceeding with 
respect to the Business Licenses, and to the Issuer's knowledge, there is no regulatory action 
pending or contemplated with respect to such Business Licenses, in each case to the extent 
such regulating proceeding or regulatory action would, if adversely determined result in a 
Material Adverse Change. 

(q) Each of the Issuer and its subsidiaries is, and has at all times since December 
31, 2015 been, in compliance in all respects with Applicable Law, except to the extent that 
such nonperformance would not be reasonably expected to result in a Material Adverse 
Change.  “Applicable Law” means all applicable provisions of all (i) constitutions, treaties, 
statutes, laws, rules, regulations, codes, guidelines and ordinances of any Governmental 
Authority, (ii) approvals of Governmental Authorities and (iii) orders, decisions, directed 
duties, judgments, awards and decrees of any Governmental Authority (including common 
law and principles of public policy). 

(r) The Issuer is not, and after giving effect to the sale of the Notes  and the 
application of the proceeds thereof will not be, required to register as an “investment 
company” as such term is defined in the Investment Company Act of 1940, as amended. 

(s) Subject to the accuracy of [each] [the] Purchaser’s representations and 
warranties set forth herein, the offer, issuance, sale and delivery of the Notes  is exempt 
from the provisions of Section 5 of the Securities Act. Neither the Issuer nor any of its 
subsidiaries or affiliates, nor any director, manager, officer, or employee, nor, to the Issuer’s 
knowledge, any agent or representative of the Issuer or of any of its subsidiaries or affiliates, 
has taken any action, with respect to the Notes  or otherwise, that would bring the offer, 
issuance and sale of the Notes  within the provisions of Section 5 of the Securities Act.  It is 
not necessary in connection with the sale and delivery of the Securities to the [Purchasers] 
[Purchaser] in the manner contemplated by this Agreement to qualify the Indenture under 
the Trust Indenture Act of 1939, as amended. 

(t) In the case of each offer or sale of the Notes, no form of general solicitation 
or general advertising (within the meaning of Regulation D under the Securities Act 
(“Regulation D”)) was used by Issuer nor any of its subsidiaries or affiliates, nor any 
director, manager, officer, or employee (as applicable), nor, to the Issuer’s knowledge, any 
agent or representative of the Issuer or of any of its subsidiaries or affiliates, including, 
without limitation, any advertisement, article, notice or other communication published in 
any newspaper, magazine or similar medium or broadcast over television or radio, or any 
seminar or meeting whose attendees have been invited by any general solicitation or general 
advertising. 

(u) Neither the Issuer nor any of its subsidiaries or affiliates, nor any director, 
manager, officer, or employee (as applicable), nor, to the Issuer’s knowledge, any agent or 
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representative of the Issuer or of any of its subsidiaries or affiliates, has taken or will take any 
action in furtherance of an offer, payment, promise to pay, or authorization or approval of 
the payment or giving of money, property, gifts or anything else of value, directly or 
indirectly, to any (i) “government official” (including any officer or employee of a 
government or government-owned or controlled entity or of a public international 
organization, or any individual or entity (each, a “Person”) acting in an official capacity for 
or on behalf of any of the foregoing, or any political party or party official or candidate for 
political office) or (ii) to any “foreign official” (as defined in the Foreign Corrupt Practices 
Act of 1977, as amended) or any foreign political party or official thereof or any candidate 
for foreign political office, in each case, to influence official action or secure an improper 
advantage; and the Issuer and its subsidiaries and affiliates have conducted their businesses 
in compliance with applicable anti-corruption laws. 

(v) The operations of the Issuer and its subsidiaries are and have been 
conducted at all times in material compliance with all applicable financial recordkeeping and 
reporting requirements, including those of the Bank Secrecy Act, as amended by Title III of 
the Uniting and Strengthening America by Providing Appropriate Tools Required to 
Intercept and Obstruct Terrorism Act of 2001 (USA PATRIOT Act), and the applicable 
anti-money laundering statutes of jurisdictions where the Issuer and its subsidiaries conduct 
business, the rules and regulations thereunder and any related or similar rules, regulations or 
guidelines, issued, administered or enforced by any Governmental Authority (collectively, 
the “Anti-Money Laundering Laws”), and no action, suit or proceeding by or before any 
Governmental Authority or any arbitrator involving the Issuer or any of its subsidiaries with 
respect to the Anti-Money Laundering Laws is pending or, to the knowledge of the Issuer, 
threatened.  The Issuer has established procedures and controls which it reasonably believes 
are adequate (and otherwise comply with applicable law) to ensure that the Issuer and each 
of its subsidiaries is and will continue to be in compliance with all Anti-Money Laundering 
Laws. 

(w) (i) The Issuer, represents that neither the Issuer nor any of its 
subsidiaries (collectively, the “Entity”) or, to the knowledge of the Issuer, any director, 
officer, employee, agent, affiliate or representative of the Entity, is a Person that is, or is 
owned or controlled by a Person that is: 

(A) the subject of any sanctions administered or enforced by the 
U.S. Department of Treasury’s Office of Foreign Assets Control, the United 
Nations Security Council, the European Union, Her Majesty’s Treasury, or 
other relevant sanctions authority (collectively, “Sanctions”), nor 

(B) located, organized or resident in a country or territory that is 
the subject of Sanctions (including, without limitation, Burma/Myanmar, 
Cuba, Iran, North Korea, Somalia, Sudan, Syria, Ukraine and Russia). 

(ii) The Issuer represents and covenants that the Entity will not, directly 
or indirectly, use the proceeds of the sale of the Notes , or lend, contribute or 
otherwise make available such proceeds to any subsidiary, joint venture partner or 
other Person: 
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(A) to fund or facilitate any activities or business of or with any 
Person or in any country or territory that, at the time of such funding or 
facilitation, is the subject of Sanctions; or 

(B) in any other manner that will result in a violation of Sanctions 
by any Person (including any Person participating in the offering, whether as 
underwriter, advisor, investor or otherwise). 

(iii) The Issuer represents and covenants that for the past five years, the 
Entity has not knowingly engaged in, is not now knowingly engaged in, and will not 
knowingly engage in, any dealings or transactions with any Person, or in any country 
or territory, that at the time of the dealing or transaction is or was the subject of 
Sanctions. 

(x) The Issuer and each of its subsidiaries possess such valid and current 
certificates, authorizations or permits issued by the appropriate state, federal or foreign 
regulatory agencies or bodies necessary to conduct their respective businesses, and neither 
the Issuer nor any of its subsidiaries have received any notice of proceedings relating to the 
revocation or modification of, or noncompliance with, any such certificate, authorization or 
permit that, singly or in the aggregate, if the subject of an unfavorable decision, ruling or 
finding, would result in a Material Adverse Change. 

(y) The Issuer is, and immediately after the Closing Date will be, Solvent.  As 
used herein, the term “Solvent” means, with respect to any Person on a particular date, that 
on such date (i) the fair market value of the assets of such Person is greater than the total 
amount of liabilities (including contingent liabilities) of such Person, (ii) the present fair 
salable value of the assets of such Person is greater than the amount that will be required to 
pay the probable liabilities of such Person on its debts as they become absolute and matured 
and (iii) such Person is able to realize upon its assets and pay its debts and other liabilities, 
including contingent obligations, as they mature. 

(z) The Issuer and its subsidiaries maintain a system of accounting controls that 
is sufficient to provide reasonable assurances that: (i) transactions are executed in accordance 
with management’s general or specific authorization; (ii) transactions are recorded as 
necessary to permit preparation of financial statements in conformity with GAAP, and to 
maintain accountability for assets; (iii) access to assets is permitted only in accordance with 
management’s general or specific authorization; and (iv) the recorded accountability for 
assets is compared with existing assets at reasonable intervals and appropriate action is taken 
with respect to any differences. 

(aa) The Issuer has established and maintains controls and procedures that are 
designed to ensure that material information relating to the Issuer and its subsidiaries is 
made known to the chief executive officer and chief financial officer of the Issuer by others 
within the Issuer or any of its subsidiaries, and such controls and procedures are reasonably 
effective to perform the functions for which they were established subject to the limitations 
of any such control system; the Issuer’s auditors have been advised of: (i) any significant 
deficiencies or material weaknesses in the design or operation of internal controls which 
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could adversely affect the Issuer’s ability to record, process, summarize, and report financial 
data; and (ii) any fraud, whether or not material, that involves management or other 
employees who have a role in the Issuer’s internal controls. 

(bb) The Disclosure Package did not, and as of the Closing Date will not, contain 
any untrue statement of a material fact or omit to state any material fact necessary in order to 
make the statements therein, in the light of the circumstances under which they were made, 
not misleading.  “Disclosure Package” means the document titled “Senior Notes Private 
Placement Presentation” (the “Investor Presentation”) and “Indicative Term Sheet” (the “Term 
Sheet”), each provided by the Issuer to the [Purchasers] [Purchaser] in February 2019. All 
projections included in the Disclosure Package are based upon good faith estimates and 
assumptions believed by the Issuer to be reasonable at the time made. The terms and 
provisions of the Term Sheet shall be incorporated, as applicable, into the Indenture. 

(cc) The Issuer has timely filed, or cured any defect relating to timely filing, all 
reports, schedules, forms, statements and other documents required to be filed by the Issuer 
under the Securities Act and the Securities Exchange Act of 1934, as amended (the 
“Exchange Act”) (collectively, “SEC Reports”) .The SEC Reports (i) as of the time they were 
filed (or if subsequently amended, when amended, and as of the date hereof), complied in all 
material respects with the requirements of the Securities Act or the Exchange Act, as the 
case may be, and (ii) did not, at the time they were filed (or if subsequently amended or 
superseded by an amendment or other filing, then, on the date of such subsequent filing), 
contain any untrue statement of a material fact or omit to state a material fact required to be 
stated therein or necessary in order to make the statements made therein, in light of the 
circumstances under which they were made, not misleading. 

(dd) The Issuer has timely filed or caused to be filed all United States federal tax 
returns and state tax returns (including, but not limited to, those filed on a consolidated, 
combined or unitary basis) required to have been filed with respect to the Issuer prior to the 
date hereof, or requests for extensions to file such returns and reports have been timely filed 
(“Tax Returns”).  All such Tax Returns are true, correct, and complete in all material 
respects.  All material taxes required to be shown on such Tax Returns have been paid, 
except to the extent that such tax payments are being contested in good faith by appropriate 
proceedings and for which the Issuer has set aside on its books adequate reserves. 

(ee) The offer, issuance and sale of the Notes by the Issuer to the [Purchasers] 
[Purchaser] shall not result in an event, condition, or default that, with the giving of notice or 
the passage of time, or both, would constitute a default or event of default under any 
indebtedness of any subsidiaries of the Issuer. 

(ff) None of the Issuer or its subsidiaries has any material liability that is required 
to be reflected in a consolidated balance sheet (or the notes thereto) of the Issuer or its 
subsidiaries prepared in accordance with GAAP, except (i) those liabilities provided for or 
disclosed in the GAAP financial statements or in the notes thereto, (ii) liabilities incurred in 
the ordinary course of business since December 31, 2017, (iv) liabilities under this 
Agreement or incurred in connection with the transactions contemplated hereby (v) tax 
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liabilities and (vi) other liabilities that, individually or in the aggregate, would not have a 
Material Adverse Change. 

(gg) From December 31, 2017 through the date hereof, the Issuer and its 
subsidiaries have conducted their business in the ordinary course, and there has not been any 
event, occurrence or condition of any character that has had, or which would, individually or 
in the aggregate, reasonably be expected to have, a Material Adverse Change, except as 
disclosed in the Issuer’s reports filed with the SEC.  Without limiting the generality of the 
foregoing, from December 31, 2017 through the date hereof, none of the Issuer or its 
subsidiaries has, made any material change in the material accounting, actuarial, investment, 
reserving, underwriting or claims administration policies, practices or principles, except as 
may have been required by applicable law, GAAP or entered into any binding agreement to 
take any of the foregoing actions. 

(hh) To the Issuer’s knowledge after reasonable inquiry, the information furnished 
by, or on behalf of the Issuer to the Purchaser via telephonic conversations, e-mail 
communications, electronic attachments, and in-person conversations with employees and 
agents of Issuer prior to the date hereof, taken as a whole, was accurate in all material 
respects as of its respective date.  The Issuer has not intentionally failed to disclose to the 
Purchaser prior to the date hereof, any fact about the Issuer or its subsidiaries known by the 
Issuer to be material to the Issuer and its subsidiaries as a whole, when taken together with 
the other disclosures made to the Purchaser by or on behalf of the Issuer. 

(ii) Insurance Matters 

(i) The Issuer and each of the Issuer’s subsidiaries that are engaged in 
the business of insurance or reinsurance (each, an “Insurance Subsidiary”) have 
filed all material reports, statements, registrations, filings or submissions that relate, 
in whole or in part to such company’s business, and that were required to be filed by 
it with any Governmental Authority since January 1, 2014, and all such reports, 
statements, documents, registrations, filings or submissions were true, complete and 
accurate when filed in all material respects.  The Issuer has made available to each 
Purchaser copies of all material reports on financial examination, market conduct 
reports and other reports delivered by any Governmental Authority since January 1, 
2014 in respect of the Issuer and Insurance Subsidiary. 

(ii) All of the insurance contracts and policies of each Insurance 
Subsidiary are, and have been, to the extent required under applicable law, issued on 
forms approved by the applicable insurance regulatory authority or filed and not 
objected to by such insurance regulatory authority within the period provided for 
objection, in each case except as would not reasonably be expected, individually or in 
the aggregate, to have a Material Adverse Change.  No material deficiencies have 
been asserted by any Governmental Authority with respect to any such filings that 
have not been cured or otherwise resolved. 

(iii) Since January 1, 2016, (x) all of the insurance contracts and policies 
of each Insurance Subsidiary have been administered in all material respects in 
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accordance with the applicable policy forms and requirements of applicable law, (y) 
all benefits claimed by any Person, and all charges and other amounts required to be 
calculated, under any such insurance policy, have in all material respects been paid 
(or provision for payment thereof has been made) or calculated, as the case may be, 
in accordance with the terms of the applicable policy forms under which they arose, 
and (z) any such payments were not materially delinquent and were paid (or will be 
paid) without fines or penalties, except for any such claim for benefits for which 
such Insurance Subsidiary reasonably believes or believed that there is a reasonable 
basis to contest payment and is taking such action. 

(iv) Each producer, at the time such producer solicited, negotiated, 
placed, sold or produced business constituting any insurance contract or policy of 
each Insurance Subsidiary, to the extent required by applicable law, was duly and 
appropriately licensed as a producer (for the type of business solicited, negotiated, 
sold or produced by such producer), in each case in the particular jurisdiction in 
which such producer solicited, negotiated, sold or produced such business for the 
Insurance Subsidiary, except where the failure to be so licensed would not, 
individually or in the aggregate, reasonably be expected to be material to such 
Insurance Subsidiary.  Each such producer was duly and appropriately appointed by 
the Insurance Subsidiary to act as a producer for such company, except where the 
failure to be so appointed would not, individually or in the aggregate, reasonably be 
expected to result in a Material Adverse Change.   

(jj) The Equity Purchase Agreement, to be dated on or about February 25, 2019 
(the “Acquisition Agreement”) among Maison Insurance Company, Maison Managers, 
Inc. and ClaimCor, LLC (collectively, the “Target Companies”), 1347 Property Insurance 
Holdings, Inc. (the “Target Parent”) and the Issuer, has been duly authorized by the Issuer 
and, at the Closing Date, will have been duly executed and delivered by the Issuer and, 
assuming due execution and delivery thereof by the Target Companies and the Target 
Parent, will constitute a valid and binding agreement of the Issuer, enforceable against the 
Issuer in accordance with its terms, except as the enforcement thereof may be limited by 
applicable bankruptcy, insolvency and similar laws affecting creditors’ rights generally and 
equitable principles of general applicability. 

(kk) Based on the Issuer’s review of the Parent Disclosure Letter (as defined in 
the Acquisition Agreement), and to the best knowledge of the Issuer, after due inquiry, each 
of the representations and warranties of the Target Companies and the Target Parent 
included in the Acquisition Agreement were true and correct in all material respects as of the 
date of the Acquisition Agreement, are true and correct on the date hereof and on the 
Closing Date. 

(ll) To the best of the Issuer’s knowledge, after due inquiry, all information 
about the Target Companies (as defined herein) and the Target Parent (as defined herein) 
that are included in the Disclosure Package are true and correct. 

(mm) The Issuer and its subsidiaries and any “employee benefit plan” (as defined 
under the Employee Retirement Income Security Act of 1974 (“ERISA”)) established or 
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maintained by the Issuer, its subsidiaries or their “ERISA Affiliates” (as defined below) are 
in compliance in all material respects with ERISA and all other similar applicable state and 
federal laws. “ERISA Affiliate” means, with respect to the Issuer or a subsidiary, any 
member of any group or organization described in Sections 414(b), (c), (m) or (o) of the 
Internal Revenue Code of 1986, as amended (“Code”) of which the Issuer or such subsidiary 
is a member. No “reportable event” (as defined in ERISA) has occurred or is reasonably 
expected to occur with respect to any “employee benefit plan” established or maintained by 
the Issuer, its subsidiaries or any of their ERISA Affiliates. No “employee benefit plan” 
established or maintained by the Issuer, its subsidiaries or any of their ERISA Affiliates, if 
such “employee benefit plan” were terminated, would have any “amount of unfunded 
benefit liabilities” (as defined in ERISA). Neither the Issuer, its subsidiaries nor any of their 
ERISA Affiliates has incurred or reasonably expects to incur any liability under (i) Title IV of 
ERISA with respect to termination of, or withdrawal from, any “employee benefit plan” or 
(ii) Sections 412, 4971, 4975 or 4980B of the Code. Each “employee benefit plan” 
established or maintained by the Company, its subsidiaries or any of their ERISA Affiliates 
that is intended to be qualified under Section 401(a) of the Code is so qualified and nothing 
has occurred, whether by action or failure to act, that would cause the loss of such 
qualification. 

(nn) Except as set forth in the Disclosure Package and the SEC Reports, there are 
no transactions with “affiliates” (as defined in Rule 405 under the Securities Act) or any 
officer, director or security holder of the Issuer (whether or not an affiliate) that are required 
by the Securities Act to be disclosed in the SEC Reports. Additionally, no relationship, direct 
or indirect, exists between the Issuer or any of its Subsidiaries on the one hand, and the 
directors, officers, shareholders, customers or suppliers of the Issuer or any Subsidiary on 
the other hand that is required by the Securities Act to be disclosed in the SEC Reports and 
Disclosure Package that is not so disclosed. 

2. Agreements to Sell and Purchase.  The Issuer hereby agrees to sell to the [several 
Purchasers] [Purchaser], and [each] [the] Purchaser, upon the basis of the representations and 
warranties herein contained, but subject to the conditions hereinafter stated, agrees[, severally and 
not jointly,] to purchase from the Issuer the respective principal amount of Notes  set forth in 
Schedule I hereto opposite its name and on the signature pages hereto, at a purchase price of 100% 
of the principal amount thereof (the “Purchase Price”), in each case, on the Closing Date. 

3. Payment and Delivery.  

(a) The closing of the purchase and sale of the Notes (the “Closing”) shall occur at the 
offices of Nelson Mullins Riley & Scarborough LLP, counsel for the Issuer, located at 2 South 
Biscayne Blvd, 21st Floor, Miami, Florida 33131, on the third Business Day following the execution 
of this Agreement, or on such later date or at such different location as the parties hereto shall 
agree in writing, but not prior to the date that the conditions for Closing set forth in Section 4 
hereto (other than with respect to the actual issuance and delivery of the Notes) have been satisfied 
or waived by the appropriate party (the date of such Closing being herein called the “Closing 
Date”).  
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(b) Subject to Section 3(c) below, (i) on or prior to the Business Day immediately 
preceding the Closing Date, the Purchaser shall pay, in immediately available funds, the  full 
amount of the purchase price for the Notes being purchased hereunder, by wire transfer to an 
account specified by Raymond James & Associates, Inc., acting as settlement agent for the Issuer 
(in such capacity, the “Settlement Agent”) and established by the Settlement Agent, on behalf of 
the Issuer (“Settlement Account”), and (ii) on the Closing Date, the Purchaser shall instruct its 
custodian to post a DWAC request for free receipt to the Trustee for the Purchaser’s aggregate 
principal amount of Notes (CUSIP 31431B [AA7] [AB5] / ISIN [US31431BAA70] 
[US31431BAB53], which request shall be made through the facilities of The Depository Trust 
Company (“DTC”).  The name(s) in which the book-entry Notes are to be registered are set forth 
in the Purchaser’s “Purchaser Questionnaire” attached as Annex A hereto, which annex shall be 
completed by the Purchaser and submitted to the Placement Agent, with a copy to the Issuer, on or 
prior to the Business Day immediately preceding the Closing Date.  

(c) The Purchaser shall observe the closing mechanics specified in this Section 3(c) and 
the instructions provided in the “Summary Instruction Sheet for Purchaser” set forth in Annex B 
hereto. The Purchaser shall submit fully completed 

(i)  On or prior to 3:00 p.m., New York City time, on the Business Day 
immediately preceding the Closing Date, the Purchaser will pay the full amount of the 
purchase price for the Notes being purchased hereunder to the Settlement Agent as 
required by Section 3(b) above.   

 
(ii)  The receipt of funds by the Settlement Agent from the Purchaser shall 

be deemed to be an acknowledgement by the Purchaser to the Settlement Agent that 
the conditions to the Closing have been satisfied. 

 
(iii)  Funds received by the Settlement Agent, in the Settlement Account, 

on behalf of the Issuer pursuant to this Section 3 will be held in trust and not as 
property or in the title of the Settlement Agent.  On the Closing Date, or as soon as 
reasonably practicable thereafter, the Settlement Agent will disburse such funds (net 
of the agreed amount of fees and expenses of the Placement Agent set forth in the 
Placement Agency Agreement) by wire transfer of immediately available funds in 
accordance with the Issuer’s written wire instructions (which shall be provided to the 
Settlement Agent at least one Business Day prior to the Closing Date), unless 
otherwise agreed to by the Issuer and the Settlement Agent. 

 
(iv)  Immediately following the Issuer’s receipt of such funds, the Notes 

purchased by the Purchaser (as specified on Schedule I and the Purchaser’s signature 
page hereto) will be issued by the Issuer and delivered pursuant to Section 3(b) above. 

(d)  “Business Day” shall mean any day other than a Saturday, a Sunday or a legal holiday 
or a day on which banking institutions or trust companies are authorized or obligated by law to 
close in New York City. 

(e) The Notes will be represented by one or more global notes as provided in the 
Indenture, and will be issued in minimum denominations of $100,000 principal amount and integral 
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multiples of $10,000 thereafter.  The Notes shall bear an appropriate restrictive legend referring to 
the fact that the Notes were sold in reliance upon the exemption from registration under the 
Securities Act provided by Section 4(a)(2) thereof and are eligible for resale pursuant to Rule 144A. 

4. Conditions to the [Purchasers’] [Purchaser’s] Obligations.  The [several] obligations of the 
[Purchasers] [Purchaser] to purchase and pay for the Notes  on the Closing Date are subject to the 
following conditions: 

(a) Subsequent to the execution and delivery of this Agreement and prior to the 
Closing Date, there shall not have occurred any downgrading, nor shall any notice have been 
given of any intended or potential downgrading or of any review for a possible change that 
does not indicate the direction of the possible change, in the rating accorded the Issuer or 
any of the securities of the Issuer or the financial strength rating of any of its Insurance 
Subsidiaries or in the rating outlook for the Issuer by any rating agency. 

(b) The representations and warranties of the Issuer contained in this Agreement 
shall be true and correct in all material respects (except to the extent already qualified by 
materiality) on and as of the date of this Agreement and on and as of the Closing Date as if 
made on and as of the Closing Date; the statements of the Issuer’s officers made pursuant to 
any certificate delivered in accordance with the provisions hereof shall be true and correct in 
all material respects (except to the extent already qualified by materiality) on and as of the 
date made and on and as of the Closing Date; the Issuer shall have performed all covenants 
and agreements and satisfied all conditions on its part to be performed or satisfied hereunder 
at or prior to the Closing Date. 

(c) The [Purchasers] [Purchaser] shall have received on the Closing Date a 
certificate, dated the Closing Date and signed by an executive officer of the Issuer, to the 
effect set forth in Section 4(a) and to the effect that the representations and warranties of the 
Issuer contained in this Agreement are true and correct in all material respects (except to the 
extent already qualified by materiality) as of the Closing Date and that the Issuer has 
complied with all of the agreements and satisfied all of the conditions on its part to be 
performed or satisfied hereunder on or before the Closing Date.  The officer signing and 
delivering such certificate may rely upon the best of his or her knowledge as to proceedings 
threatened. 

(d) The Purchaser shall have received on the Closing Date an opinion of counsel 
of the Issuer, dated the Closing Date, covering the matters set forth in Schedule III hereto, 
with customary qualifications, limitations and assumptions satisfactory to the [Purchasers] 
[Purchaser] acting in good faith.  Such opinion shall be rendered to the [Purchasers] 
[Purchaser] at the request of the Issuer and shall so state therein. 

(e) The Issuer shall have executed and delivered the Indenture, in form and 
substance consistent with the Term Sheet, and each of the [Purchasers] [Purchaser] shall 
have received an executed copy thereof. 

(f) The Notes  shall be eligible for clearance and settlement through DTC. 
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(g) The sale of the Notes  shall not be enjoined (temporarily or permanently) on 
the Closing Date. 

(h) There shall not exist any action, suit, investigation, litigation or proceeding 
pending or (to the knowledge of the Issuer) threatened in or before any Governmental 
Authority or any order, injunction or decree of any Governmental Authority, on the Closing 
Date, that, either separately or in the aggregate, would reasonably be expected to have a 
Material Adverse Effect on the Issuer or any of its Subsidiaries or adversely affect the 
issuance, sale or payment of the Notes, or challenges the sale of the Notes hereunder.  

(i) Since the date of this Agreement, there shall not have been any event, 
change, occurrence, development, condition or state of circumstances or facts that has had 
or would, individually or in the aggregate, reasonably be expected to have, a Material 
Adverse Change. 

5. Covenants of the Issuer.  The Issuer covenants with [each] [the] Purchaser [and the 
Investment Manager] as follows: 

(a) Whether or not the transactions contemplated in this Agreement are 
consummated or this Agreement is terminated, to pay or cause to be paid all expenses 
incident to the performance of its obligations under this Agreement, including: (i) the fees, 
disbursements and expenses of the Issuer’s counsel and the Issuer’s accountants in 
connection with the issuance and sale of the Notes, (ii) the fees, disbursements and 
reasonable expenses of [counsel of the Investment Manager and the Purchasers] [one 
outside legal counsel acting for the Purchaser and the Other Purchasers], (iii) all costs and 
expenses related to the transfer and delivery of the Notes  to the [Purchasers] [Purchaser], 
including any transfer or other taxes payable thereon, (iv) the costs and charges of the 
Trustee, the paying agent and any transfer agent, registrar or depositary, (v) the cost of the 
preparation, issuance and delivery of the Notes, and (vi) all other cost and expenses incident 
to the performance of the obligations of the Issuer hereunder for which provision is not 
otherwise made in this Section.   

(b) Neither the Issuer nor any “affiliate” (as defined in Rule 144 (“Affiliate”)) 
will sell, offer for sale or solicit offers to buy or otherwise negotiate in respect of any security 
(as defined in the Securities Act) that could be integrated with the sale of the Notes  in a 
manner that would require the registration under the Securities Act of the Notes . 

(c) Not to solicit any offer to buy or offer or sell the Notes  by means of any 
form of general solicitation or general advertising (as those terms are used in Regulation D 
under the Securities Act) or in any manner involving a public offering within the meaning of 
Section 4(a)(2) of the Securities Act. 

(d) While any of the Notes  remain “restricted securities” as defined in Rule 144, 
to make available, upon request, to any seller of such Notes  the information specified in 
Rule 144A(d)(4) under the Securities Act, unless the Issuer is then subject to Section 13 or 
15(d) of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). 
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(e) During the period of one year after the Closing Date the Issuer will not, and 
will not permit any of its Affiliates to resell any of the Notes  which constitute “restricted 
securities” under Rule 144 that have been reacquired by any of them. 

(f) To apply the net proceeds from the sale of the Notes to repay the Issuer’s 
existing indebtedness, fund the cash portion of the Issuer’s acquisition of the Target 
Companies, infuse capital into one or more of the Target Companies, and/or for other 
general corporate purposes. 

(g) For so long as the Notes remain outstanding, to provide to the [Investment 
Manager] [Purchaser]: 

(i) within 15 days of the applicable time periods specified in the relevant 
forms: (A) all quarterly and annual financial information that would be required to be 
contained in a filing with the SEC on Forms 10-Q and 10-K if the Issuer were 
required to file such Forms (but without any requirement to provide separate 
financial statements of any subsidiary of the Issuer), including a “Management’s 
Discussion and Analysis of Financial Condition and Results of Operations” and, 
with respect to the annual information only, a report on the annual financial 
statements by the Issuer’s independent registered public accounting firm; and (B) all 
current reports that would be required to be filed with the SEC on Form 8-K if the 
Issuer were required to file such reports; provided, however, that to the extent such 
reports described in clauses (A) or (B) are filed with the SEC and publicly available, 
such reports shall have been deemed to have been provided to the [Investment 
Manager] [Purchaser]; 

 (ii) no later than 45 days following the end of each fiscal quarter of each 
fiscal year, except that with respect to the final fiscal quarter of each fiscal year no 
later than 75 days after the end of such final fiscal quarter, unaudited quarterly 
financial statements of the Issuer and each of its Insurance Subsidiaries prepared in 
accordance with GAAP; and 

(iii) (x) no later than 45 days following the end of each fiscal quarter, 
except that with respect to the final fiscal quarter of each fiscal year no later than 75 
days after the end of such final fiscal quarter, a copy of the relevant compliance 
certificate and officers’ certificate required to be delivered to the Trustee under 
Section 3.10 of the Indenture, (y) no later than 45 days following the end of each 
fiscal quarter, except that with respect to the final fiscal quarter of each fiscal year no 
later than 75 days after the end of such final fiscal quarter, access to the management 
of the Issuer and the Insurance Subsidiaries through a conference call held to discuss 
the results of operations for such fiscal quarter and (z) no later than 45 days 
following the end of each fiscal quarter, except that with respect to the final fiscal 
quarter of each fiscal year no later than 75 days after the end of such final fiscal 
quarter, a management report from the Issuer detailing the performance of the 
Issuer and its subsidiaries, including specific information on premiums, claims, 
expenses, loss and expense ratios per line of business (both gross and net), 
performance by agent and any other relevant information. 
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(h) Upon the occurrence and during the continuance of (i) a dispute evidenced 
in writing between the Issuer and any Purchaser, (ii) a Default or (iii) an Event of Default (as 
both such terms are defined in the Indenture), the Issuer and each subsidiary, shall make 
available to such Purchaser, at the Issuer’s relevant facilities during normal business hours, 
upon reasonable written notice by such Purchaser, its books and records and the books and 
records of any of its subsidiaries. 

[(i) On the Closing Date and at all times thereafter, the terms and provisions of 
this Agreement shall be no less favorable to the Purchaser than the terms and provisions of 
any Other Purchase Agreement are to the applicable Other Purchaser.] 

6. Representations and Warranties of the [Purchasers] [Purchaser].  [Each] [The] Purchaser 
hereby[, severally and not jointly,] represents and warrants to the Issuer, as of the date hereof and as 
of the Closing Date, that: 

(a) Such Purchaser is a corporation, limited liability company or partnership (and 
where such partnership is not a separate legal entity from the partners thereof, the general or 
managing partner thereof), duly organized, validly existing and in good standing under the 
laws of its jurisdiction of organization. 

(b) This Agreement has been duly authorized, executed and delivered by such 
Purchaser and, assuming due authorization, execution and delivery by the Issuer, constitutes 
a legal, valid and binding obligation of each Purchaser enforceable against each Purchaser in 
accordance with its terms, except as the enforcement thereof may be limited by applicable 
bankruptcy, insolvency and similar laws affecting creditors’ rights generally and equitable 
principles of general applicability. 

(c) Such Purchaser is acquiring the Notes  for its own account or for one or 
more separate accounts maintained by it or for the account of one or more pension or trust 
funds of which it is trustee, in each case, for investment purposes only and not with a view 
to distribution thereof, in whole or in part.  If the Notes  are acquired for the account of one 
or more pension or trust funds, the relevant Purchaser represents that it is acting as sole 
trustee and has sole investment discretion with respect to its acquisition of the Notes  and 
that the determination and decision on its behalf to acquire the Notes  for such pension or 
trust funds is being made by the same individual or group of individuals who customarily 
pass on such investments.  Such Purchaser understands that the Notes  have not been, and 
will not be, registered under the Securities Act by reason of a specific exemption from the 
registration provisions of the Securities Act that depends upon, among other things, the bona 
fide nature of the investment intent and the accuracy of such Purchaser’s representations as 
expressed herein. 

(d) Each Purchaser acknowledges and agrees that (i) neither the Issuer nor the 
Placement Agent is acting as a fiduciary or financial or investment adviser to the Purchaser; 
(ii) the Issuer, the Placement Agent and their respective officers, directors, employees, agents 
and representatives do not make, have not made nor shall be deemed to have made any 
representation or warranty to the Purchaser, express or implied, at law or in equity, with 
respect to projections, estimates, forecasts or plans, except, with respect to the Issuer, as 
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expressly set forth herein; (iii) the Purchaser has consulted with the Purchaser’s own legal, 
regulatory, tax, business, investment, actuarial, financial and accounting advisers to the extent 
the Purchaser has deemed necessary, and the Purchaser has made the Purchaser’s own 
decisions with respect to entering into this Agreement based upon the Purchaser’s own 
judgment and upon any advice from such advisers the Purchaser has deemed necessary; and 
(iv) the Purchaser is a sophisticated investor familiar with transactions similar to those 
contemplated by this Agreement and has such knowledge and experience in financial and 
business affairs that the Purchaser is capable of evaluating the merits and risks of purchasing, 
and other considerations relating to, the Notes to be purchased by the Purchaser pursuant to 
this Agreement.  The Purchaser is not relying on the Issuer, the Placement Agent or any of 
their respective officers, directors, shareholders, employees, counsel, agents or 
representatives for legal or tax advice.  The Purchaser understands that no U.S. or non-U.S. 
federal or state agency has recommended or endorsed the purchase of Notes  or made any 
determination or finding as to the fairness of the provisions of this Agreement. 

(e) Such Purchaser will comply with all applicable laws and regulations in each 
jurisdiction in which it acquires the Notes. 

(f) Such Purchaser is a resident of, and purchasing in, a jurisdiction that would 
not, as a result of such residence or purchase result in such [Purchasers] [Purchaser] being 
subject to regulation as an insurer or reinsurer. 

(g) Such Purchaser understands that no action has been or will be taken in any 
jurisdiction by the Issuer that would permit a public offering of the Notes  in the United 
States or any offer of the Notes  to the public in any Member State of the European 
Economic Area, or possession or distribution of any offering or publicity material relating to 
the Notes , in any other country or jurisdiction where action for that purpose is required. 

(h) Such Purchaser understands that the Notes  have not been registered under 
the Securities Act and may not be transferred except in accordance with Rule 144A or 
pursuant to another exemption from the registration requirements of the Securities Act. 

(i) Such Purchaser represents that it is [a “qualified institutional buyer” as such 
term is defined in Rule 144A] [an Institutional Accredited Investor]. 

(j) Such Purchaser agrees to purchase the Notes  for its own account (or 
accounts managed by it) without a view to distribution thereof within the meaning of the 
Securities Act and agrees not to reoffer or resell the Notes  except pursuant to an exemption 
from registration under the Securities Act or pursuant to an effective registration statement 
thereunder and in any case in compliance to the satisfaction of the Issuer with all applicable 
U.S. state securities or “Blue Sky” laws (it being understood, however, that the disposition of 
such Person’s property shall at all times be within such Person’s control). 

(k) Each Purchaser has been furnished with a copy of the Disclosure Package 
and has reviewed the documents contained therein. 
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(l) Each Purchaser acknowledges that it and its representatives and agents have 
been provided an opportunity to ask questions of, and have received answers thereto 
satisfactory to the Purchaser from, the Issuer and its representatives regarding the terms and 
conditions of the offering of the Notes , and the Purchaser has obtained any and all 
additional information requested by the Purchaser, its representatives and agents of the 
Issuer and its representatives to verify the accuracy of all information furnished to the 
Purchaser regarding the offering of the Notes .   

(m) Each Purchaser has, in connection with its decision to purchase the principal 
amount of Notes set forth on the signature page to this Agreement, relied solely upon the 
Disclosure Package and the representations and warranties of the Company contained 
herein, and such Purchaser has not relied on the Placement Agent or the Settlement Agent in 
negotiating the terms of its investment in the Notes, and, in making a decision to purchase 
the Notes, such Purchaser has not received or relied on any communication, investment 
advice or recommendation from the Placement Agent or the Settlement Agent.   

  

(n) Neither the [Purchasers] [Purchaser] nor any of [their respective] [its] 
subsidiaries (collectively, the “Purchaser Entity”) or, to the knowledge of the [Purchasers] 
[Purchaser] or any director, officer, employee, agent, affiliate or representative of the 
Purchaser Entity, is a Person that is, or is owned or controlled by a Person that is: 

(A) the subject of any Sanctions, nor 

(B) located, organized or resident in a country or territory that is 
the subject of Sanctions (including, without limitation, Burma/Myanmar, 
Cuba, Iran, North Korea, Somalia, Sudan, Syria, Ukraine and Russia). 

(o) There is no action, suit, proceeding or investigation pending or, to the 
knowledge of the Purchaser, threatened against the Purchaser which is reasonably likely to 
materially adversely affect the ability of such Purchaser to perform its obligations hereunder. 

(p) Each Purchaser will have at the Closing Date sufficient capital to satisfy the 
Purchaser’s obligation to purchase the Notes  pursuant to this Agreement. 

[7. Special Mandatory Redemption Feature of Notes Not Applicable; Related Transfer Restriction. 
Each of the Investment Manager and the Purchasers agrees and acknowledges that Section 5.8 of 
the Indenture does not and will not, apply to the Notes purchased by the Purchasers under this 
Agreement.  Notwithstanding anything in this Agreement or in the Indenture to the contrary, until 
the Specified Date (as defined below), no Purchaser shall, directly or indirectly, sell, transfer or 
otherwise dispose of any of the Notes hereunder (i) without the Issuer’s prior written consent, or (ii) 
unless such Purchaser provides prompt written notice to the Issuer of such transfer, including the 
name and contact information of the transferee, and such transferee agrees in writing to be bound 
by the terms of this Agreement (including this Section 7), and the Indenture, which agreement shall 
be provided to the Issuer together with such notice. Notwithstanding the immediately preceding 
sentence, each of the Purchasers may sell, transfer or otherwise dispose of any of the Notes 
hereunder, without the Issuer’s prior written consent, to such Purchaser’s affiliate or affiliates, 
including any ERISA Affiliate, or any Persons which are cedents of any Purchaser, the Investment 
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Manager, or any of their respective affiliates, or a beneficiary under a trust agreement in which the 
Investment Manager is the asset manager of the grantor under such trust agreement, provided that 
such Purchaser provides written notice as soon as practicable to the Issuer of such transfer, 
including the name and contact information of the transferee. Each of the Investment Manager and 
the Purchasers agree that such transferee shall be bound by, and to the extent the transferee remains 
a client of the Investment Manager, shall cause the transferee to comply with, the terms of this 
Agreement (including this Section 7), and the Indenture. For the avoidance of doubt, any Notes 
transferred to any transferee shall not be entitled to Section 5.8 of the Indenture and the special 
mandatory redemption features described therein.   

For purposes of this Section 7, the term “Specified Date” shall mean the earlier of: (1) the 
date that is thirty (30) Business days after (a)  December 31, 2019, or (b) the date the Issuer publicly 
announces that the closing of its acquisition of the Target Companies, as contemplated by the 
Acquisition Agreement, will not be consummated, whichever is earlier; and (2) the Special 
Mandatory Redemption Date (as defined in the Indenture), which is the date the Issuer completes its 
redemption of the Notes held by Other Purchasers pursuant to Section 5.8 of the Indenture. 

In furtherance of the foregoing, the Purchaser hereby authorizes the Issuer and the Trustee, 
and any paying agent, transfer agent, registrar or depositary for the Notes, to decline to make or 
effect make any transfer of the Notes if such transfer would constitute a violation or breach of this 
Section 7.] 

[8.] Termination.  [Each] [The] Purchaser may terminate this Agreement by notice given to 
the Issuer if after the execution and delivery of this Agreement and prior to the Closing Date (i) 
trading generally shall have been suspended or materially limited on, or by, as the case may be, any 
of the New York Stock Exchange, the Nasdaq Global Market or any other board or exchange on 
which the Issuer’s securities are traded, (ii) trading of any securities of the Issuer shall have been 
suspended on any exchange or in any over-the-counter market, (iii) a material disruption in securities 
settlement, payment or clearance services in the United States shall have occurred, (iv) the Closing 
Date has not occurred by March 31, 2019, except where such failure to close was due to the delay or 
other fault of the Purchaser in breach of this Agreement, (v) any moratorium on commercial 
banking activities shall have been declared by federal or New York State authorities or (vi) there 
shall have occurred any outbreak or escalation of hostilities, or any change in financial markets or 
any calamity or crisis that, in the [Purchasers’] [Purchaser’s] good faith judgment, is material and 
adverse and that, singly or together with any other event specified in this clause (vi), makes it, in the 
[Purchasers’] [Purchaser’s] good faith judgment, impracticable or inadvisable to proceed with the 
sale or delivery of the Notes  on the terms and in the manner contemplated in this Agreement. 

[9.] Effectiveness.  This Agreement shall become effective upon the execution and delivery 
hereof by the parties hereto.  The respective agreements, representations, warranties and other 
statements of the Issuer and the [several Purchasers] [Purchaser] set forth in or made pursuant to 
this Agreement will remain in full force and effect, regardless of any investigation made by or on 
behalf of any Purchaser, the Issuer or any of their respective officers or directors or any controlling 
person, as the case may be, and will survive delivery of and payment for the Notes  sold hereunder 
and any termination of this Agreement. 
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If this Agreement shall be terminated by the [Purchasers, or any of them] [Purchaser], 
because of any failure or refusal on the part of the Issuer to comply with the terms or to fulfill any 
of the conditions of this Agreement, or if for any reason the Issuer shall be unable to perform its 
obligations under this Agreement, the Issuer will reimburse the [Purchasers] [Purchaser] or such 
[Purchasers] [Purchaser] as have so terminated this Agreement with respect to themselves[, 
severally], for all out-of-pocket expenses (including the fees and disbursements of their counsel) 
reasonably incurred by such [Purchasers] [Purchaser] in connection with this Agreement or the 
offering contemplated hereunder. 

[10.] Entire Agreement.  This Agreement, the Notes, the Indenture and the Registration 
Rights Agreement represent the entire agreement between the Issuer and the [Purchasers] 
[Purchaser] with respect to the purchase and sale of the Notes .  There are no oral agreements 
among the parties hereto.  No modification, amendment or waiver of any of the terms of this 
Agreement, nor any consent to any departure by the Issuer therefrom, will be effective unless made 
in a writing signed by the party to be charged, and then such waiver or consent shall be effective 
only in the specific instance and for the purpose for which given. 

[11.] Counterparts.  This Agreement may be signed in two or more counterparts, each of 
which shall be an original, with the same effect as if the signatures thereto and hereto were upon the 
same instrument.  Delivery of an executed counterpart of a signature page to this Agreement by 
telecopier, facsimile or other electronic transmission (i.e., a “pdf” or “tif”) shall be effective as 
delivery of a manually executed counterpart thereof. 

[12.] Successors.  This Agreement will inure to the benefit of and be binding upon the 
parties hereto, and in each case their respective successors, and no other Person will have any right 
or obligation hereunder.  The term “successors” shall not include any other subsequent purchaser of 
the Notes  from [any of] the [Purchasers] [Purchaser].  This Agreement may not be transferred or 
assigned without the prior written consent of the other parties hereto. 

[13.] Applicable Law.  This Agreement shall be governed by and construed in accordance 
with the internal laws of the State of New York. 

[14.] Headings.  The headings of the sections of this Agreement have been inserted for 
convenience of reference only and shall not be deemed a part of this Agreement. 

[15.] Notices.  All communications hereunder shall be in writing and effective only upon 
receipt and if to the [Investment Manager or the Purchasers] [Purchaser] shall be delivered in person 
or sent by DHL or other recognized overnight courier delivery service, to [●Name and Address of 
Purchaser]; and if to the Issuer shall be delivered in person or sent by DHL or other recognized 
overnight courier delivery service, to 14050 N.W. 14th Street, Suite 180, Sunrise, Florida  33323, 
Attention:  Chief Financial Officer. 

[16.] Severability.  In the event that any provision of this Agreement shall be declared 
invalid or unenforceable by any regulatory body or court having jurisdiction, such invalidity or 
unenforceability shall not affect the validity or enforceability of the remaining portions of this 
Agreement. 
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[17.] Interpretation.  For purposes of this Agreement, the words “hereof,” “herein,” 
“hereby” and other words of similar import refer to this Agreement as a whole unless otherwise 
indicated.  Whenever the singular is used herein, the same shall include the plural, and whenever the 
plural is used herein, the same shall include the singular, where appropriate.  The term “including” 
means “including but not limited to.”  The word “or” shall not be exclusive.  Whenever used in this 
Agreement, the masculine gender shall include the feminine and neutral genders.  All references 
herein to Articles, Sections, Subsections, Paragraphs and Exhibits shall be deemed references to 
Articles and Sections and Subsections and Paragraphs of, and Exhibits to, this Agreement unless the 
context shall otherwise require.  Any reference herein to any statute, agreement or document, or any 
section thereof, shall, unless otherwise expressly provided, be a reference to such statute, agreement, 
document or section as amended, modified or supplemented (including any successor section) and 
in effect from time to time.  All terms defined in this Agreement shall have the defined meaning 
when used in any Exhibit, Schedule, certificate or other documents attached hereto or made or 
delivered pursuant hereto unless otherwise defined therein.  The parties acknowledge and agree that, 
except as specifically provided herein, they may pursue judicial remedies at law or in equity in the 
event of a dispute with respect to the interpretation or construction of this Agreement.  This 
Agreement shall be interpreted and enforced in accordance with the provisions hereof without the 
aid of any canon, custom or rule of law requiring or suggesting constitution against the party causing 
the drafting of the provision in question. 

[18.] Placement Agent as Third Party Beneficiary; No Other Third-Party Beneficiary.  The parties 
agree and recognize the Placement Agent as an express third party beneficiary to Sections 1, 5 and 6 
of this Agreement.  The Placement Agent shall be entitled to rely on the representations, warranties 
and covenants made by the Issuer and the [Purchasers] [Purchaser] hereunder, as if such 
representations, warranties and covenants were made directly to the Placement Agent. Except for 
the two immediately preceding sentences, nothing in this Agreement is intended or shall be 
construed to give any person, other than the parties, their successors and permitted assigns, any legal 
or equitable right, remedy or claim under or in respect of this Agreement or any provision contained 
herein.  

[19.] Suits.  Any legal suit, action or proceeding arising out of, or based upon, this 
Agreement or the transactions contemplated hereby, may be instituted in any state or federal court 
located in the Borough of Manhattan, New York, New York (each, a “New York Court”), and each 
party hereby waives, to the fullest extent it may effectively do so, any objection which it may now or 
hereafter have, to the laying of venue of any such proceeding and submits to the exclusive 
jurisdiction of such courts in any such legal suit, action or proceeding.  Each party hereby waives 
irrevocably any immunity to jurisdiction to which it may otherwise be entitled or become entitled 
(including sovereign immunity, immunity to pre-judgment attachment, post-judgment attachment 
and execution), in any legal suit, action or proceeding against it arising out of, or based upon, this 
Agreement or the transactions contemplated hereby, that is instituted in any New York Court.  
Process in any such legal suit, action or proceeding may be served on any party anywhere in the 
world, whether within or without the jurisdiction of any such court. 

[20.] WAIVER OF JURY TRIAL.  EACH PARTY HEREBY IRREVOCABLY 
WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND 
ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR 
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BASED UPON THIS AGREEMENT, THE SECURITIES OR THE TRANSACTIONS 
CONTEMPLATED HEREBY. 

[Signature Pages to Follow] 



 

 

[Signature Page to the Note Purchase Agreement] 
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Very truly yours, 

FEDNAT HOLDING COMPANY 

By:                              
Name:  
Title:  
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Accepted as of the date hereof: 

[●Insert Purchaser’s Signature Block] 

 

Print or Type:  

 Name of Purchaser 
 (Individual or Institution) 

  

 Jurisdiction of Purchaser’s Executive Offices 

  

 Name of Individual representing Purchaser (if an Institution) 

  

 Title of Individual representing Purchaser (if an Institution) 

 

 $  

 Principal amount of Notes to Be Purchased 

Signature by: Individual Purchaser or Individual representing Purchaser: 

  

 
Address:  

 

 
Telephone: 

 

 
Facsimile: 

 

 
Email: 

 

 

*** Please note that if you are sub-allocating to multiple funds,  

you must execute a signature page for each fund. ***
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  SCHEDULE I 

 

[Purchasers] [Purchaser] 
Principal Amount of 

Notes to be Purchased 

[●Name and Address of Purchaser]  
 

$[●] 
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SCHEDULE II 

List of the Issuer’s subsidiaries 

FedNat Insurance Company (Florida; owned 100% by Issuer) 

FedNat Underwriters, Inc. (Florida; owned 100% by Issuer) 

Century Risk Insurance Services, Inc. (Florida; owned 100% by Issuer) 

Insure-Link, Inc. (Florida; owned 100% by Century Risk Insurance Services, Inc.) 

Southeast Catastrophe Consulting Company, LLC (Alabama; owned 49% by Century Risk Insurance 
Services, Inc.) 

Monarch National Insurance Company (Florida: owned 100% by FedNat Insurance Company) 

List of the Issuer’s directors, chief executive officer and chief financial officer 

Richard W. Wilcox Jr., Director 

Jenifer G. Kimbrough, Director 

William G. Stewart, Director 

Thomas A. Rogers, Director 

Bruce F. Simberg, Director 

Roberta N. Young, Director 

Michael H. Braun, Director and Chief Executive Officer 

Ronald A. Jordan, Chief Financial Officer 
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SCHEDULE III 

Opinions of Issuer’s counsel 
 

1. The Issuer and each of its Subsidiaries is validly existing and in good standing under 
the laws of its respective jurisdiction of incorporation. 
 

2. The Issuer has the requisite corporate power and authority to issue and sell the 
Notes and the Exchange Notes and to execute and deliver the Agreement, the Indenture and the 
Registration Rights Agreement. 
 

3. The Agreement, the Indenture and the Registration Rights Agreement have been 
duly authorized, executed and delivered by the Issuer, and are enforceable against the Issuer in 
accordance with their respective terms, subject to applicable bankruptcy, insolvency, reorganization, 
moratorium or similar laws affecting creditors generally and to general principles of equity. 
  

4. The execution and delivery by the Issuer of the Agreement, the Indenture, the Notes 
and the Exchange Notes do not conflict with applicable federal, Florida or New York laws or the 
Certificate of Incorporation or Bylaws of the Issuer. 

 
5. The Notes  have been duly authorized and executed by the Issuer, and, when issued 

and authenticated by the Trustee in accordance with the terms of the Indenture and delivered to and 
paid for by the [Purchasers] [Purchaser] in accordance with the terms of the Agreement, the Notes  
will constitute valid and binding obligations of the Issuer, enforceable against the Issuer in 
accordance with their terms, subject to applicable bankruptcy, insolvency, reorganization, 
moratorium or similar laws affecting creditors generally and to general principles of equity, and will 
be entitled to the benefits of the Indenture.  

 
6. The Exchange Notes have been duly authorized by the Issuer and, when the 

Exchange Notes are delivered as contemplated in the Registration Rights Agreement, such 
Exchange Notes will have been duly executed by the Issuer and when authenticated in accordance 
with the provisions of the Indenture, assuming due execution and delivery thereof by the Trustee, 
will be valid and binding obligations of the Issuer, enforceable against the Issuer in accordance with 
their terms, except as the enforcement thereof may be limited by applicable bankruptcy, insolvency 
and similar laws affecting creditors’ rights generally and equitable principles of general applicability, 
and will be entitled to the benefits of the Indenture. 
 

7. All corporate consents required by the Issuer to issue and sell the Notes  and the 
Exchange Notes and to execute and deliver the Agreement and the Indenture have been obtained. 
 

8. Assuming the accuracy of the respective representations and warranties of the Issuer 
and of the [Purchasers] [Purchaser] set forth in the Agreement and the due performance by the 
Issuer and by the [Purchasers] [Purchaser] of their respective covenants and agreements set forth in 
the Agreement, the offer and sale of the Notes  does not require registration under the Securities 
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Act and the Indenture does not require qualification under the Trust Indenture Act of 1939, as 
amended. 

 
9. The Issuer is not an “investment company” or a company “controlled” by an 

“investment company,” as such terms are defined in the Investment Company Act of 1940, as 
amended. 

 
This opinion may be relied upon by Raymond James & Associates, Inc., in its capacity as 

Placement Agent for the Issuer in connection with the issuance and sale of the Notes. 
 
 



 

A-1 

731414507 

ANNEX A 

FedNat Holding Company 

Purchaser Questionnaire 

Pursuant to Section 3(b) of the Note Purchase Agreement, please provide us with the following information: 

Legal Name of Purchaser:  

Address of Purchaser:  

  

Attention:  

  

Telephone Number:  

Fax Number:  

 

NOMINEE/CUSTODIAN (Name in which the Notes are to be registered if different than name of Purchaser): 
  

DTC Number: 
 

  

Tax I.D. Number or Social Security Number:  

(If acquired in the name of a nominee/custodian, the taxpayer I.D. number of such nominee/custodian) 
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Person to Receive Copies of Transaction Documents: 

Name:  

Telephone Number:  

Email:  

Operations Contacts: 

Primary:  

Telephone Number:  

Email:  

  

Secondary:  

Telephone Number:  

Email:  

 

[Each Purchaser must be a “qualified institutional buyer” as defined in Rule 144A under the Securities Act.] 

[Each Purchaser must be an institutional “accredited investor” within the meaning of Rule 501(a) of Regulation D and as contemplated by subsections 
(1), (2), (3) or (7) of Rule 501(a) of Regulation D, that has no less than $5,000,000 in total assets.] 

 

*** Please note that if you are sub-allocating to multiple funds, you must complete one of these forms for each fund. 
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ANNEX B 

FedNat Holding Company 

Summary Instruction Sheet for Purchaser 
 
(To be read in conjunction with the entire Note Purchase Agreement) 

Each Purchaser must complete the following items in the Note Purchase Agreement: 

1. Provide the information regarding such Purchaser requested on the signature page and 
Purchaser Questionnaire attached as Annex A to the Note Purchase Agreement (the 
“Purchaser Questionnaire”). The Note Purchase Agreement must be executed by an individual 
authorized to bind such Purchaser. 

 
2. On or prior to 3:00 p.m., New York City time, on March 1, 2019, return an executed original 

Note Purchase Agreement or a facsimile transmission (or other electronic transmission) 
thereof and the completed and executed Purchaser Questionnaire to: 

Julian Bynum 
Julian.Bynum@RaymondJames.com 
Raymond James & Associates, Inc. 

535 Madison Avenue 
10th Floor 

 
With an electronic copy to: 

Ronald Jordan 
RJordan@fednat.com 

FedNat Holding Company 
14050 N.W. 14th Street, Suite 180 

Sunrise, Florida 33323 
 

3. On or prior to 3:00 p.m., New York City time, on the business day immediately preceding the 
Closing Date (as defined in the Note Purchase Agreement), such Purchaser shall transfer the 
amount indicated below such Purchaser’s name on the applicable signature page to the Note 
Purchase Agreement above the title “Principal Amount of Notes to be Purchased,” in United 
States dollars and in immediately available funds, by wire transfer to the account of Raymond 
James & Associates, Inc., as the Issuer’s settlement agent (in such capacity, the “Settlement 
Agent”).  No payments will be accepted on a delivery-versus-payment, or “DVP,” basis. 

 
4. On or prior to 10:00 a.m., New York City time, on the Closing Date, such Purchaser must 

instruct its custodian(s) to post a DWAC request for free receipt to The Bank of New York 
Mellon for such Purchaser’s aggregate principal amount* of Notes (CUSIP 31431B [AA7] 
[AB5] / ISIN [US31431BAA70)] [US31431BAB53]. It is important that this request be 
submitted on the Closing Date. If the request is submitted before the Closing Date, it will 

mailto:Julian.Bynum@RaymondJames.com
mailto:RJordan@fednat.com
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expire and need to be resubmitted on the Closing Date. 
 

5. Following the confirmation by the Settlement Agent that the conditions set forth in the Note 
Purchase Agreement, other than with respect to the issuance of and delivery of the Notes, 
have been satisfied or waived, (i) the Settlement Agent shall disburse on the Closing Date 
funds received by the Settlement Agent on behalf of the Issuer (net of the agreed amount of 
fees and expenses of the Placement Agent) by wire transfer of immediately available funds to 
an account specified by the Issuer in accordance with the Issuer’s written wire instructions 
(which shall be provided to the Settlement Agent by the Issuer at least one business day prior 
to the Closing Date) and (ii) the principal amount of Notes to be purchased by such Purchaser 
(as specified on such Purchaser’s signature page to the Note Purchase Agreement) to be issued 
and delivered by electronic book entry through the facilities of DTC to the account specified 
by such Purchaser in its Purchaser Questionnaire will be released by the Trustee, at the written 
instruction of the Issuer, to such Purchaser upon receipt of Purchaser’s DWAC deposit 
request. 
 

6. Please note that all wire transfers must be sent to the following account, and the name 
of the purchasing entity must be included in the wire: 
 
Wire Information 

ABA Routing Number:   [●] 

Bank Name:   [●] 

Account Name:    [Raymond James & Associates, Inc.] 

Account Number:   [●] 

Re:    [Insert Purchaser’s Account Name or Sub-Account 
Name] 

 
 

7. If you have any questions, please contact Julian Bynum at (212)-508-5267. 

* Note that the DWAC instruction should specify the principal amount, and not the number, of 
Notes. 

 

 

 

 



February 25, 2019 

FedNat Holding Company 
14050 N.W. 14th Street, Suite 180  
Sunrise, Florida  33323  
Attention:  Ronald A. Jordan, Chief Financial Officer 

Re: Redemption of Senior Unsecured Fixed Rate Notes Due 2022 

Ladies and Gentlemen: 
 
Reference is made to the Indenture dated as of December 28, 2017 (the “Base Indenture”), as  amended and 
supplemented by Supplemental Indenture No. 2 dated as of December 29, 2017 (the “Supplemental 
Indenture” and, together with the Base Indenture, the “Indenture”), each among FedNat Holding Company 
(formerly known as Federated National Holding Company), a Florida corporation (the “Company”), The 
Bank of New York Mellon, as Trustee, The Bank of New York Mellon, London Branch, as Paying Agent 
and The Bank of New York Mellon, SA/NV, Luxembourg Branch, as Registrar. Capitalized terms used 
but not defined herein shall have the respective meanings assigned to them in the Indenture. 

The undersigned, constituting Holders of a majority in principal amount of the outstanding Senior 
Unsecured Fixed Rate Notes due 2022 (the “2022 Senior Notes”) issued by the Company pursuant to the 
Indenture, hereby state and agree, as follows: 

1. Section 5.1(a) of the Indenture provides that the 2022 Senior Notes shall not be redeemable by 
the Company in whole or in part at any time, except as contemplated therein at the option of the 
Holders of the 2022 Senior Notes, including in connection with a Change of Control. Consistent 
with Section 5.1(a) of the Indenture, the undersigned hereby agrees to the redemption by the 
Company of the 2022 Senior Notes, on such terms as specifically set forth in the Officers’ 
Certificate executed by the Company in favor of the Trustee attached as Exhibit A hereto and in 
the Notice of Redemption by the Company to the undersigned attached as Exhibit B hereto (such 
redemption, the “Redemption”).  

2. The undersigned waives any and all past, present or future default, Default, Event of Default or 
non-compliance with the provisions of the Indenture that may arise in connection with the 
Redemption. 

3. The Trustee, Paying Agent and Registrar may rely on this letter agreement, in connection with the 
performance of its duties under the Indenture in relation to the Redemption.  

[Signature pages follow] 

 

Sincerely,1  
 
Athene Annuity & Life Assurance Company 

                                                 
1 Note to Draft: Signature block lifted from FedNat-Athene 2017 NPA. Athene to confirm and update as needed. 



By: Athene Asset Management, L.P., its investment 
manager 
By: AAM GP Ltd., its general partner 
 

 

By:   /s/ James Kenney                         
Name: James Kenney 
Title: Authorized Signatory  

 
Athene Annuity and Life Company 
By: Athene Asset Management, L.P., its investment 
manager 
By: AAM GP Ltd., its general partner 
 

 

By:   /s/ James Kenney             
Name: James Kenney 
Title: Authorized Signatory 



 

 ACKNOWLEDGED AND AGREED 
AS OF THE DATE FIRST ABOVE 
WRITTEN BY: 

FedNat Holding Company  

By:   /s/ Ronald A. Jordan  
Name: Ronald A. Jordan 
Title: Chief Financial Officer 
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FEDNAT HOLDING COMPANY 

OFFICERS’ CERTIFICATE 

FEBRUARY 25, 2019 

 Pursuant to Sections 5.1(a) and 5.2 of the Indenture dated as of December 28, 2017 among 
FedNat Holding Company, f/k/a Federated National Holding Company, a Florida corporation (the 
“Company”), The Bank of New York Mellon, as Trustee, The Bank of New York Mellon, London 
Branch, as Paying Agent and The Bank of New York Mellon, SA/NV, Luxembourg Branch, as 
Registrar (as amended or supplemented, the “Indenture”), the undersigned officers of the Company 
do hereby certify, in their capacities as officers of the Company and in the name and on behalf of the 
Company, in connection with the Company’s election to redeem the Senior Unsecured Floating Rate 
Notes Due 2022 (the “ 2022 Notes”) as follows: 

 1. The redemptions of the 2022 Notes shall occur pursuant to an agreement negotiated 
between the Company and the holders of the 2022 Notes. 
 
 2. The Redemption Date shall be March 5, 2019 (subject to adjustment). 

 
 3. The principal amount of the 2022 Notes to be redeemed is $20,000,000, representing 
100% of the 2022 Notes outstanding. 

 4. The Redemption Price is 112.5% of the outstanding principal amount of the 2022 
Notes to be redeemed, which equates to $22,500,000. 

 All capitalized terms not otherwise defined herein shall have the meanings assigned to such 
terms in the Indenture. 

IN WITNESS WHEREOF, Company has duly executed this Officer’s Certificate, effective 
as of the date set forth above. 

 
    FEDNAT HOLDING COMPANY, 

     a Florida corporation 
 
 
     By:__/s/ Michael H. Braun_________________________ 
      Michael H. Braun 
      Chief Executive Officer 
 
     By:__/s/ Ronald A. Jordan_________________________  

Ronald A. Jordan 
      Chief Financial Officer 
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NOTICE OF REDEMPTION 

of Senior Unsecured Fixed Rate Notes due 2022 
of FedNat Holding Company, f/k/a Federated National Holding Company 

(ISIN No. [XS1744725562])2 

 
 

February 25, 2019 
 

 
 

To the Holders the FedNat Holding Company’s (f/k/a Federated National Holding 
Company) Senior Unsecured Fixed Rate Notes due 2022:  
 
 This notice is being given to you as a holder of our Senior Unsecured Fixed Rate Notes due 
2022 (the “2022 Notes”) pursuant to Section 5.4 of the Indenture dated December 28, 2017 among 
FedNat Holding Company, f/k/a Federated National Holding Company (“FedNat”), The Bank of 
New York Mellon, as trustee (in such capacity, the “Trustee”), The Bank of New York Mellon, 
London Branch, as paying agent (in such capacity the “Paying Agent”), and The Bank of New York 
Mellon SA/NV, Luxembourg Branch, as registrar (as amended or supplemented, the “Indenture”), 
that FedNat has elected to redeem all of the Senior Unsecured Fixed Rate Notes Due 2022 (the “2022 
Notes”) held by you.  Such redemption of the 2022 Notes is being made pursuant to Section 5.1(a) of 
the Indenture and an agreement negotiated between the Company and the holders of the 2022 Notes.  
 
 FedNat shall redeem all of the 2022 Notes on or about March 5, 2019 (the “Redemption 
Date”).  The redemption price shall be $22,500,000, which is equal to 112.5% of the outstanding 
principal amount of the 2022 Notes to be redeemed.  Accrued interest, to, but excluding the 
Redemption Date equals $ $297,777.78.  On the Redemption Date, the redemption price and accrued 
interest to, but excluding, the Redemption Date in the amount of $22,797,777.78 shall become due 
and payable upon each 2022 Note to be redeemed, and, unless FedNat defaults in making the 
redemption payment, that interest on the 2022 Notes called for redemption shall cease to accrue on 
or after said date. 
 
 The 2022 Notes shall be surrendered for payment of the redemption price and accrued interest 
to the Paying Agent at the following address: 
 

The Bank of New York Mellon, London Branch 
London EC2N 2DB 

United Kingdom 
Attention: International Corporate Trust 

 
The 2022 Notes called for redemption must be surrendered in accordance with the procedures of the 
Depositaries or to the Paying Agent to collect the redemption price. 

                                                 
2 The ISIN number appearing herein has been included solely for the convenience of the holders of the Notes. Neither FedNat nor 
the Trustee shall be responsible for the selection or use of any such ISIN number nor is any representation made as to its correctness 
or accuracy on the Notes or as indicated. 
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 Should you have any questions concerning the foregoing, please do not hesitate to contact the 
undersigned. 
 
 
 
     Very truly yours, 
 
     FEDNAT HOLDING COMPANY, F/K/A 
     FEDERATED NATIONAL HOLDING COMPANY 
 
 

    __/s/ Michael H. Braun_________________________ 
    Michael H. Braun 
    Chief Executive Officer  
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FEDNAT HOLDING COMPANY TO ACQUIRE HOMEOWNERS INSURANCE 

OPERATIONS OF  

1347 PROPERTY INSURANCE HOLDINGS, INC. 

 
Transaction to Expand FedNat’s Non-Florida Homeowners Book; Expected to Be Accretive to  

2019 Earnings per Share 

 

Sunrise, Florida, and Tampa, Florida, February 25, 2019 – FedNat Holding Company (NASDAQ: 

FNHC) (“FedNat”) and 1347 Property Insurance Holdings, Inc., (NASDAQ: PIH) (“1347 PIH”) announced 

today a definitive agreement pursuant to which FedNat will acquire substantially all of 1347 PIH’s 

homeowners insurance operations, consisting of Maison Insurance Company, Maison Managers, Inc., and 

ClaimCor LLC (collectively, “Maison”), in a cash and stock transaction valued at approximately $51 million. 

Maison is a property and casualty insurer focused on the coastal homeowners’ markets in Louisiana and 

Texas, with additional operations in Florida.  For the nine months ended September 30, 2018, Maison 

reported gross written premium of $70.6 million and total statutory surplus of $35.6 million as of that date.  

Maison Insurance Company carries a financial strength rating of “A” (Exceptional) from Demotech.   

Mr. Michael H. Braun, FedNat’s Chief Executive Officer, commented, “Maison represents a unique 

opportunity to accelerate the diversification of our predominantly Florida homeowners’ book into Louisiana 

and coastal Texas, two states where we have already been operating and have been looking for additional 

growth opportunities.  The transaction is a great financial and strategic fit for FedNat.   The acquisition is a 

digestible size and efficiently financed.  Based on meaningful reinsurance and operating expense synergies, we 

expect the acquisition to be immediately accretive to earnings per share.  Strategically, the deal diversifies our 

book and enhances our platform for further geographic expansion through direct access to non-Florida 

agents, which complements our existing wholesale distribution in Texas and Louisiana.  Finally, Maison 

brings a strong team that fits well with our culture focused on quality underwriting and excellent in-market 

agent and distribution relationships.  We’re excited to welcome the Maison team led by Doug Raucy and 

Dean Stroud and look forward to our opportunity to drive enhanced value for FedNat shareholders.” 

Mr. Douglas Raucy, President of Maison stated, “We are very excited about working with Michael and the 

team at FedNat, which should serve as an excellent partnership for our insurance company. FedNat shares 

our vision for profitably growing property and casualty business through measured geographic expansion and 

further cultivating value-added relationships with agency partners. We look forward to continuing to execute 

our strategic plan under the Maison brand with the support, expertise and financial strength of our new 

partners at FedNat.” 

The $51 million purchase price will be comprised of a 50/50 mix of cash and stock, including the issuance of 

approximately 1.35 million shares of FedNat common stock, estimated based on the closing share price of 

FedNat common stock on February 22, 2019, which represents less than 10% of pro forma shares 

outstanding. Actual shares issued to PIH will be based on the weighted-average closing share price of FedNat 

common stock for the 20 trading days prior to closing.  The resale of the shares to be issued will be 

subsequently registered and will be subject to a five-year Standstill Agreement.   

The cash component of consideration, along with the replacement of surplus notes owed by Maison to 1347 

PIH, amounting to $18 million plus accrued interest, that are to be repaid at closing, will be funded from the 

proceeds of a private placement of 10-year, senior unsecured notes with a fixed interest rate of 7.50%. As of 

the date of this release, the Company has received signed note purchase agreements for an aggregate of $97 

million of notes. The proceeds of this private placement will also be used to refinance $45 million in existing 
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debt.  The private placement is led by an existing institutional holder of FedNat’s outstanding notes and is 

expected to close on March 5, 2019. 

In addition to the purchase price, 1347 PIH will receive five-year rights of first refusal to provide reinsurance 

of up to 7.5% of any layer in FedNat’s catastrophe reinsurance program and a five-year agreement for 1347 

PIH to provide investment advisory services to FedNat.  1347 PIH has also agreed to a non-compete for five 

years following the closing with respect to residential property insurance in Alabama, Florida, Georgia, 

Louisiana, South Carolina and Texas. 

Closing of the transaction is subject to Maison having consolidated GAAP net book value of at least 

$42 million as of closing and satisfaction of other customary closing conditions, including insurance 

regulatory approvals in Louisiana and Florida and the affirmative vote of 1347 PIH stockholders.  Certain 

1347 PIH stockholders have agreed to vote in favor of the transaction, which includes a 30 day “go shop” 

provision for the benefit of 1347 PIH.  Assuming timely receipt of approvals, FedNat and 1347 PIH 

anticipate closing the transaction prior to June 30, 2019. 

Raymond James & Associates served as exclusive financial advisor to FedNat while Nelson Mullins Riley & 
Scarborough LLP served as legal counsel. Sandler O’Neill + Partners, L.P. served as exclusive financial advisor 
to 1347 PIH while Thompson Hine LLP served as legal counsel. 
 

Conference Call 

FedNat will provide further information on the transaction in a conference call to be held February 26th, 2019 

at 9:00 AM (ET).  Information related to the conference call along with an informational deck containing 

information regarding the acquisition can be found at www.fednat.com/investor-relations.   

Listeners interested in participating in the Q&A session may access the conference call as follows: 

Toll-Free Dial-in:  (877) 303-6913 

Conference ID:  3157429 

A live webcast of the call will be available online via the “Presentations and Events” section of the Company’s 

website at FedNat.com or interested parties can click on the following link: 

http://www.fednat.com/ investor-relations/investor-presentations/ 

Please call at least five minutes in advance to ensure that you are connected prior to the presentation.  A webcast 

replay of the conference call will be available shortly after the live webcast is completed and may be accessed 

via the Company’s website. 

 

About 1347 Property Insurance Holdings, Inc. 

1347 Property Insurance Holdings, Inc. is a specialized property and casualty insurance holding company 

incorporated in Delaware. The Company provides property and casualty insurance in Louisiana, Texas and 

Florida through its wholly-owned subsidiary Maison Insurance Company. The Company’s insurance offerings 

for customers currently include homeowners, wind and hail only, manufactured home and dwelling fire 

policies. Additional information about 1347 Property Insurance Holding, Inc., including its Annual Report on 

Form 10-K for the fiscal year ended December 31, 2017, can be found at the U.S. Securities and Exchange 

Commission’s website at www.sec.gov, or at PIH’s corporate website: www.1347pih.com. 

http://www.fednat.com/investor-relations
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1347 PIH Additional Information and Where to Find It 

This press release may be deemed to be proxy solicitation material in respect of the proposed transaction (the 

“Transaction”). In connection with the Transaction, 1347 PIH intends to file with the U.S. Securities and 

Exchange Commission (the “SEC”) and furnish to 1347 PIH’s stockholders a proxy statement, in both 

preliminary and definitive form, and other relevant documents pertaining to the Transaction. Stockholders of 

1347 PIH are urged to read the definitive proxy statement and other relevant documents carefully and in their 

entirety when they become available because they will contain important information about the Transaction. 

Stockholders of 1347 PIH may obtain the proxy statement and other relevant documents filed with the SEC 

(once they are available) free of charge at the SEC’s website at www.sec.gov or by directing a request to 1347 

Property Insurance Holdings, Inc., 1511 N. Westshore Blvd., Suite 870, Tampa, FL 33607, Attn: John S. Hill.  

1347 PIH Participants in the Solicitation  

The directors, executive officers and certain other members of management and employees of 1347 PIH may 

be deemed “participants” in the solicitation of proxies from stockholders of 1347 PIH in favor of the 

Transaction. Information regarding the persons who may, under the rules of the SEC, be considered 

participants in the solicitation of the stockholders of 1347 PIH in connection with the Transaction will be set 

forth in the proxy statement and the other relevant documents to be filed by 1347 PIH with the SEC. You 

can find information about 1347 PIH’s executive officers and directors in its Annual Report on Form 10-K 

for the fiscal year ended December 31, 2017, in its definitive proxy statement filed with the SEC on Schedule 

14A on April 20, 2018, and in subsequent Section 16 reports. 

About FedNat 

The Company, through its wholly owned subsidiaries, is authorized to underwrite and/or place homeowners 

multi-peril, federal flood and other lines of insurance in Florida and other states. The Company markets, 

distributes and services its own and third-party insurers’ products and other services through a network of 

independent and general agents. 

Forward-Looking Statements /Safe Harbor Statements  

Certain statements made by FedNat Holding Company or on its behalf may contain “forward-looking statements” within the 

Private Securities Litigation Reform Act of 1995. Statements that are not historical fact are forward-looking statements that are 

subject to certain risks and uncertainties that could cause actual events and results to differ materially from those discussed herein. 

Without limiting the generality of the foregoing, words such as “anticipate,” “believe,” “budget,” “contemplate,” “continue,” 

“could,” “envision,” “estimate,” “expect,” “guidance,” “indicate,” “intend,” “may,” “might,” “plan,” “possibly,” “potential,” 

“predict,” “probably,” “pro-forma,” “project,” “seek,” “should,” “target,” or “will” or the negative or other variations thereof, 

and similar words or phrases or comparable terminology, are intended to identify forward-looking statements.  

Forward-looking statements might also include, but are not limited to, one or more of the following:  

 Projections of revenues, income, earnings per share, dividends, capital structure or other financial items or measures; 

 Descriptions of plans or objectives of management for future operations, insurance products or services; 

 Forecasts of future insurable events, economic performance, liquidity, need for funding and income; and 

 Descriptions of assumptions or estimates underlying or relating to any of the foregoing. 

The risks and uncertainties include, without limitation, risks and uncertainties related to estimates, assumptions and projections 
generally; the nature of the Company’s business and its ability to integrate the operations to be acquired; the adequacy of its 
reserves for losses and loss adjustment expense; claims experience; weather conditions (including the severity and frequency of 
storms, hurricanes, tornadoes and hail) and other catastrophic losses; reinsurance costs and the ability of reinsurers to indemnify 
the Company; and other matters described from time to time by the Company in releases and publications, and in periodic reports 
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and other documents filed with the United States Securities and Exchange Commission. 
 
Readers are cautioned not to place undue reliance on these forward-looking statements, which speak only as of the date on which 
they are made. The Company does not undertake any obligation to update publicly or revise any forward-looking statements to 
reflect circumstances or events that occur after the date the forward-looking statements are made. 
 
 
Michael H. Braun, CEO (954) 308-1322, 
Ronald Jordan, CFO (954) 308-1363, 
or Erick A. Fernandez, CAO (954) 308-1341 
FedNat Holding Company 
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Cautionary Note Regarding Forward-Looking Statements

This presentation contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended ( “Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as amended

(“Exchange Act”). These statements are therefore entitled to the protection of the safe harbor provisions of these laws and the Private Securities Litigation Reform Act of 1995. Statements that are not historical facts are

forward-looking statements and are subject to certain risks and uncertainties that could cause actual events and results to differ materially from those discussed herein. These statements may be identified by the use of

forward-looking terminology such as “anticipate,” “believe,” “budget,” “contemplate,” “continue,” “could,” “envision,” “estimate,” “expect,” “forecast,” “guidance,” “indicate,” “intend,” “may,” “might,” “outlook,” “plan,”

“possibly,” “potential,” “predict,” “probably,” “pro-forma,” “project,” “seek,” “should,” “target,” “will,” “would,” “will be,” “will continue” or the negative thereof or other variations thereon or comparable terminology.

FedNat Holding Company (the “Company,” “FNHC” “we,” “us,” or “our”) has based these forward-looking statements on its current expectations, assumptions, estimates and projections. While we believe these

expectations, assumptions, estimates and projections are reasonable, such forward-looking statements are only predictions and involve a number of risks and uncertainties, many of which are beyond our control. These and

other important factors may cause our actual results, performance or achievements to differ materially from any future results, performance or achievements expressed or implied by these forward-looking statements.

Management cautions that the forward-looking statements contained in this presentation are not guarantees of future performance, and we cannot assume that such statements will be realized or the forward-looking

events and circumstances will occur. In particular (but not by way of limitation), the following important factors, risk and uncertainties may affect our future results and may cause actual results to differ materially from

those expressed in the forward-looking statements: risks and uncertainties related to estimates, assumptions and projections generally; the nature of the Company’s business; the adequacy of our reserves for losses and

loss adjustment expense; claims experience; weather conditions (including the severity and frequency of storms, hurricanes, tornadoes and hail) and other catastrophic losses; reinsurance costs and the ability of reinsurers

to indemnify us; raising additional capital and our potential failure to meet minimum capital and surplus requirements; potential assessments that support property and casualty insurance pools and associations; the

effectiveness of internal financial controls; the effectiveness of our underwriting, pricing and related loss limitation methods; changes in loss trends, including as a result of insureds’ assignment of benefits; court decisions

and trends in litigation; our potential failure to pay claims accurately; ability to obtain regulatory approval applications for requested rate increases, or to underwrite in additional jurisdictions, and the timing thereof;

inflation and other changes in economic conditions (including changes in interest rates and financial markets); pricing competition and other initiatives by competitors; legislative and regulatory developments; the outcome

of litigation pending against the Company, and any settlement thereof; dependence on investment income and the composition of the Company’s investment portfolio; insurance agents; ratings by industry services; the

reliability and security of our information technology systems; reliance on key personnel; acts of war and terrorist activities; and other matters described from time to time by the Company in releases and publications, and

in periodic reports and other documents filed with the United States Securities and Exchange Commission (“SEC”).

In addition, investors should be aware that generally accepted accounting principles prescribe when a company may reserve for particular risks, including claims and litigation exposures. Accordingly, results for a given

reporting period could be significantly affected if and when a reserve is established for a contingency. Reported results may therefore appear to be volatile in certain accounting periods.

Readers are cautioned not to place undue reliance on these forward-looking statements, which speak only as of the date on which they are made. We do not undertake any obligation to update publicly or revise any

forward-looking statements to reflect circumstances or events that occur after the date the forward-looking statements are made.

LEGAL DISCLAIMERS
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2018 Flash Range Information; Preliminary Estimates

This presentation contains preliminary estimates of financial results of the Company for the quarter and year ended December 31, 2018. We have provided ranges for this data primarily because our closing procedures for

the quarter and year ended December 31, 2018 are not yet complete. These estimates are preliminary in nature, unaudited, based on currently available information and management estimates, and subject to further

internal review by our management and the completion of our annual financial closing processes. Accordingly, actual results may be different from this preliminary information and any such changes may be material. Our

estimates included in this presentation have been prepared by and are the responsibility of our management. Ernst & Young LLP has not audited, reviewed, compiled or performed any procedures with respect to the

accompanying financial information. Accordingly, Ernst & Young LLP does not express an opinion or any other form of assurance with respect thereto.

The presentation does not contain a comprehensive statement of our actual financial results or position as of or for the quarterly and year end periods ended December 31, 2018. Our actual results for these periods will not

be available until after the contemplated private placement of senior notes is completed, and may differ materially from our preliminary estimates. Accordingly, you should not place undue reliance upon our preliminary

estimates. For example, during the course of closing our financial statements for the three months and fiscal year ended December 31, 2018 or while preparing our historical consolidated financial statements for these

period, additional items that would require material adjustments to be made to the financial information presented above may be identified, including items that would require us to make adjustments that may be material

to the results described in this presentation. There can be no assurance that these estimates will be realized, and estimates are subject to risks and uncertainties, many of which are not within our control. See “Cautionary

Note Regarding Forward-Looking Statements” above.

Acquisition and Integration Risks

The contemplated private placement of senior notes is not conditioned on the consummation of the acquisition (the “Acquisition”) of the three operating subsidiaries (“Targets”) of 1347 Property Insurance Holdings, Inc.

(“1347 PIH”). Although certain information included in this presentation generally assumes consummation of the Acquisition and we expect that the Acquisition will result in benefits to the Company, we may be unable to

consummate the Acquisition on a timely basis or at all, and if the Acquisition is consummated, we may not realize the anticipated benefits because of integration difficulties and other challenges. The Acquisition involves

the combination of independent companies. The success of the Acquisition will depend, in large part, on the ability of the combined company to realize the anticipated benefits from combining the businesses of FNHC and

the Targets. To realize these anticipated benefits, the businesses of FNHC and the Targets must be successfully integrated. This integration will be complex and time consuming. The failure to integrate successfully and to

manage successfully the challenges presented by the integration process may result in the combined company not fully achieving the anticipated benefits of the Acquisition. The integration of the Targets into our business

may also result in unforeseen expenses, and the anticipated benefits of the integration plan may not be realized. These integration matters could have an adverse effect on each of FNHC, 1347 PIH and the Targets during

this transition period and on the combined company for an undetermined period after completion of the Acquisition.

LEGAL DISCLAIMERS
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Pro Forma Measures

This presentation includes pro forma financial information that gives effect to the consummation of the Acquisition and the private placement of senior notes (collectively, the “Transactions”). Pro forma financial

information included herein are presented for illustrative purposes only, and are based upon available information that are preliminary in nature, as well as certain assumptions and estimates that we believe are

reasonable. This pro forma financial information may not necessarily reflect what our results of operations and financial position would have been had the Transactions occurred during the periods presented herein or what

our results of operations and financial position will be in the future.

The pro forma financial information presented herein have not been prepared and presented in accordance with the requirements of Regulation S-X, in particular under Article 11 in relation to Rule 3-05 thereof. Readers

are cautioned not to place undue reliance on these pro forma financial information.

LEGAL DISCLAIMERS
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ACQUISITION SUMMARY
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Transaction

• FNHC will acquire the three operating subsidiaries of 1347 Property Insurance Holdings, Inc. (“1347 PIH”): 

− Maison Insurance Company (“Maison”)

− Maison Managers, Inc.

− ClaimCor, LLC

Consideration Value

• $51 million paid to 1347 PIH plus an estimated $15 million STAT capital infusion into Maison to replace existing surplus notes 
Maison will pay off at close

− $25.5 million in cash

− $25.5 million in FNHC common stock (represents less than 10% of pro forma shares outstanding)

• Minimum GAAP Equity of $42 million and minimum STAT Surplus of $29 million delivered at close

• ~1.2x consolidated tangible GAAP book value at close

• Represents potential internal rate of return in excess of 20%

• Limited tangible book value dilution earned back in less than two years

Approvals and Timing
• Anticipated close Q2 2019

• 1347 PIH is entitled to a 30-day go-shop period subject to a $2.165 million termination fee

• Subject to certain closing conditions including receipt of regulatory approvals

Other Items

• FNHC will retain nearly all employees, including Doug Raucy (Maison President & CEO) and Dean Stroud (Maison VP & Chief 
Underwriting Officer) who are entering into new employment agreements with FedNat

• Five year ROFR agreement for 1347 PIH to participate in FedNat’s reinsurance program for up to 7.5% of any layer

• Investment advisory agreement with 1347 PIH post closing



DEBT PRIVATE PLACEMENT SUMMARY
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Summary
FNHC to issue $100 million of ten year senior unsecured notes in an 
institutional private placement led by an existing lender.  Please see sources 
and uses to the right.

Aggregate Principal $100 million(1)

Security Type Senior Unsecured Notes due 2029

Coupon Rate 7.50%

Rating Egan-Jones: BBB+

Call Schedule

• Notes may be redeemed in whole or in part anytime prior to the fifth 
anniversary of issue (2024) at the applicable Treasury Rate plus 50bps

• On/after the fifth anniversary of issue (2024): 103.750%
• On /after the sixth anniversary of issue (2025): 101.875%
• On/after the seventh anniversary of issue and thereafter (2026): 100%

Coupon Rate 
Adjustment

The interest rate payable on the Notes will be subject to adjustment from 
time to time if, at any time, the Applicable Rating Agency downgrades or 
upgrades the credit rating assigned to the notes. The adjustments start if 
the rating falls below BBB-

Covenants

• Debt / Total Capital must remain under 35%
• FNHC must only purchase reinsurance from reinsurers rated A- or better 

by A.M. Best or Standard and Poor’s, unless such reinsurance limits have 
been fully  collateralized by the applicable reinsurer

• If the acquisition is terminated the Company will be required to redeem 
$50 million of the notes at 101.00%

• Change of Control put at 101.00%

Sources of Cash

Senior Notes Offering $100.0M(1)

Total Sources of Cash $100.0M

Uses of Cash

Cash Consideration for Acquisition $25.5M

STAT Capital Infusion into Maison $15.0M

Prepay Outstanding Senior Notes* $48.0M

Transaction Expenses $3.4M

General Corporate Purposes $8.1M

Total Uses of Cash $100.0M

*Total redemption amount - includes both principal and call premium

(1) As of the date of this release, the Company has received signed note purchase agreements for an aggregate of $97 million of notes



TRANSACTION RATIONALE AND BENEFITS
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Shareholder Financial Value Creation
• Immediately accretive to earnings per share
• Minimal book value per share dilution of less than 2%
• Tangible book value dilution anticipated to be earned back in less than two years
• Increases float of publicly traded shares

Diversification and Growth Opportunities
• Increases geographic diversification of book of business in Texas and Louisiana
• New distribution with direct access to non-Florida retail agents, which complements existing wholesale channel
• Additional carrier to monetize existing distribution channels within the Florida market

Reinsurance and Expense Synergies
• Realization of reinsurance cost savings estimated to be $5 million annually pre-tax
• Generates additional scale with operating synergies and expense savings estimated to be 25% of Maison pre-tax G&A expenses annually ($0.8 million in 2019 and $3.3 

million in 2020) before transaction integration costs

Limited Execution Risk
• Acquired new premium represents less than 20% of existing gross written premium volume
• Conservative estimate of reinsurance synergies following detailed analysis
• No new geographies / states 
• No new product lines
• Minimal employee and system integration risk

Debt Offering Benefits
• Immediate reduction to weighted-average interest rate of approximately 170bps
• Eliminates floating rate risk on $25 million of existing debt
• Substantial improvement in debt covenants
• Longer time horizon (10 years) provides greater stability



($ in 000s) As of or for the twelve months ending September 30, 2018

FedNat FedNat Pro Forma for Acquisition
(2)

Standalone and $100M Debt Offering(3)

Balance Sheet

Cash & Investments $518,395 $639,946

Total Deferred Acquisition Costs & Intangibles 47,395                                                        65,789                                                        

Total Assets 890,611                                                      1,057,152                                                  

Outstanding Debt 45,000                                                        100,000                                                      

Shareholders' Equity 222,936                                                      243,070                                                      

Debt / Total Capital 16.8% 29.1%

STAT Surplus(4)
162,101                                                      206,101                                                      

NPW / STAT Surplus 2.4x 2.2x

Income Statement

Gross Premiums Written 574,043                                                      668,489                                                      

Net Premiums Written 390,826                                                      455,574                                                      

Total Revenue 401,403                                                      458,369                                                      

Interest Expense 3,240                                                          7,700                                                          

Net Income 30,529                                                        36,458                                                        

Debt Service Coverage(5)
14.0x 7.6x

PRO FORMA FINANCIAL SUMMARY(1)
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(1) Refer to the Legal Disclaimers found in the beginning of this presentation and in particular, to “Legal Disclaimers—Pro Forma Measures” for important information.
(2) Pro forma for the acquisition including, but not limited to, adjustments to reflect GAAP purchase accounting and a full year’s realization of estimated cost savings including annual pre-tax 

reinsurance savings of $5.0 million and overhead expense savings of $3.3 million.
(3) Pro forma for a full year’s interest expense on $100 million of outstanding debt, including the amortization of placement fees and expenses.
(4) Includes Maison Insurance Company’s STAT surplus, estimated at $44 million post closing including capital infusion.
(5) Earnings before interest and tax /  interest expense.



1) Based on consolidated entities to be acquired by FedNat, which excludes the holding company and PIH Re, LTD.; financials presented in $000s
2) Excludes losses from weather related events with greater than $2.5 million in gross loss

OVERVIEW OF 1347 PROPERTY INSURANCE HOLDINGS
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1347 Property Insurance Holdings, Inc Financial Highlights (1)

• Maison Insurance Company is “A” rated by Demotech and provides multi-peril and wind/hail 
only coverage to personal residential dwellings and manufactured/mobile homes in 
Louisiana, Texas, and Florida

• Maison distributes through its affiliate MGA, Maison Managers, which contracts with a 
network of independent agencies for policy sales and services

• Maison expanded its ability to service and adjust claims through the acquisition of ClaimCor, 
a claims and underwriting technical solutions company, in January 2015

• Maison is presently owned by 1347 Property Insurance Holdings, Inc. (NASDAQ: PIH), which 
will remain an independent publicly traded holding company post acquisition

Years Ended December 31, YTD
2015 2016 2017 2018 Q3

Total Assets $53,368 $68,659 $113,288 $133,931

Total Liabilities 33,320              47,886              75,689              96,275              

Total GAAP Equity 20,048              20,773              37,599              37,655              

Gross Premiums Written $43,851 $51,327 $72,679 $70,584

Net Premiums Written 30,429              30,786              50,096              47,043              

Net Income 3,078               728                  930                  1,066               

Loss and LAE Ratio (%) 38.3% 53.8% 45.2% 50.8%

Expense Ratio (%) 46.0% 46.9% 54.8% 50.8%

Combined Ratio (%) 84.3% 100.7% 99.9% 101.6%

Ex Cat Net Income 4,538               6,651               3,013               6,390               

Ex Cat Combined Ratio (%) 75.4% 68.5% 85.7% 84.1%

(2)

(2)

1347 Property Insurance Holdings, Inc.
NASDAQ: PIH

Maison Managers, Inc.
PIH Re, Ltd.

(Bermuda-Based 
Captive Reinsurer)

Maison Insurance 
Company

ClaimCor, LLC

100% 100% 100% 100%

`

Entities to be 
acquired by 

FedNat

Organizational Overview Maison Insurance Company 2017 GPW by State

2017 Gross Premiums Written

State GPW ($M) % of Tot.

Louisiana $49.3 67.9%

Texas $17.7 24.3%

Florida $5.7 7.8%

Total $72.7 $1.0

Louisiana
$49.3M

Texas
$17.7M

Florida
$5.7M



Questions?
Michael Braun
Chief Executive Officer, FedNat Holding Company 
Phone: 954-308-1322
mbraun@FedNat.com

Ron Jordan
Chief Financial Officer, FedNat Holding Company 
Phone: 954-308-1363
rjordan@FedNat.com
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