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Because of the exposure of our property and casualty business to catastrophic events, our operating results and financial
condition have varied significantly from one period to the next, and our historical results of operations may not be indicative of
future results of operations. Property damage resulting from catastrophes is the greatest risk of loss we face in the ordinary
course of our business. Catastrophes can be caused by various natural disasters, including but not limited to hurricanes,
wildfires, tornadoes, tropical storms, sinkholes, windstorms, hailstorms, severe winter weather, and earthquakes. The frequency
and severity of property insurance claims generally increase when catastrophic events and severe weather conditions occur.
Longer- term weather trends are may-bechanging, and new types of catastrophe losses are may-be-developing due to climate
change, a phenomenon that has been associated with greenhouse gases and extreme weather events linked to rising
temperatures, including effects on global weather patterns, sea, land and air temperature, sea levels, rain, and snow. To the
extent the frequency or severity of weather events is exacerbated due to climate change, we may experience increases in
catastrophe losses in both coastal and non- coastal areas. This may cause an increase in claims- related and / or reinsurance costs
or may negatively affect our ability to provide homeowners insurance to our policyholders in the future. In addition, increased
catastrophic events could result in increased credit exposure to the reinsurers with which we transact business. Our actual losses
from catastrophic events might exceed levels protected against by the Insurance Entities’ respective reinsurance programs or
might be larger than anticipated if one or more of our reinsurers fail to meet their obligations. In general, climate change may
affect the occurrence of certain natural events, such as increasing the frequency or severity of wind, tornado, hailstorm, and
thunderstorm events due to increased convection in the atmosphere. There could also be more frequent wildfires in certain
geographies, more flooding, and the potential for increased severity of hurricanes due to higher sea surface temperatures. As a
result, incurred losses from such events and the demand, price and availability of reinsurance coverages for homeowners
insurance may be affected. The loss estimates developed by the models we use are dependent upon assumptions or scenarios
incorporated by a third- party developer and by us. When these assumptions or scenarios do not reflect the characteristics of
catastrophic events that affect areas covered by our policies or the resulting economic conditions, then we become exposed to
losses not covered by our reinsurance program, which could adversely affect our financial condition, profitability, and results of
operations. Further, although we use widely recognized and commercially available models to estimate our exposure to loss and
LAE from hurricanes and certain other catastrophes, other models exist that might produce a wider or more narrow range of loss
estimates, or loss estimates from perils considered less significant to our insured risks, such as wildfires. See “ — We rely on
models as a tool to evaluate risk, and those models are inherently uncertain and may not accurately predict existing or future
losses. ” Despite our catastrophe management programs, we retain material exposure to catastrophic events. Additionally, the
models themselves produce a range of results and associated probabilities of occurrence from which we can assess risks of
exposure to catastrophic loss. Extreme catastrophe scenarios exist within the modeling results that may also have a material
adverse effect on our results of operations during any reporting period due to increases in our losses and LAE. Our liquidity
could also be constrained by a catastrophe, or multiple catastrophes, which could have a negative impact on our business.
Catastrophes have eroded and in the future may erode our statutory surplus or ability to obtain adequate reinsurance which
could negatively affect our ability to write new or renewal business. Catastrophic claim severity is impacted by the effects of
continued, high levels of inflation and increases in insured value and factors such as the overall claims, legal and litigation
environments in affected areas, in addition to the geographic concentration of insured property. Because we conduct the majority
of our business in Florida, our financial results are affected by the regulatory, economic, and weather conditions in Florida.
Although we are licensed to transact insurance business in other states, we write a majority of our policies in Florida. Because of
our concentration in Florida, and in particular in Broward, Palm Beach and Miami- Dade counties, we are exposed to hurricanes,
windstorms, and other catastrophes affecting South Florida. We have incurred and may in the future incur catastrophe losses in
Florida or elsewhere in excess of those experienced in prior years; those estimated by catastrophe models we use; the average
expected level used in pricing; and our current reinsurance coverage limits. We are also subject to claims arising from non-
catastrophic weather events such as rain, hail, and high winds. Additionally, in Florida, the prevalence of represented and
litigated claims has led to an increase in the frequency and severity of costs associated with both catastrophe claims and non-
catastrophe claims. The nature and level of future catastrophes, the incidence and severity of weather conditions in any future
period, and the impact of catastrophes on behaviors related to non- catastrophe claims cannot be predicted and could materially
and adversely impact our operations. Therefore, prevailing regulatory, consumer behavior, legal, economic, political,
demographic, competitive, weather, and other conditions in Florida disproportionately affect our revenues and profitability. The
Florida legislature amends laws related to property insurance almost annually, and more often in recent years. While some of
these law changes have been designed to reduce abuses in the Florida market and reinvigorate admitted market interest in
expanding writings, other changes in the law have imposed new or increased requirements on insurers that might prove to be
detrimental to our business. In addition, changes to Florida’ s insurance laws often are followed by extended implementation
periods, ensuing regulatory rule making timelines, and even periods of uncertainty as opponents of the changes challenge them
in court or seek to avoid their effects by revising their business practices. Further, some changes apply only to policies issued
after the new laws’ effective dates, creating extended periods in which existing and some newly reported claims remain subject
to prior adverse conditions. Resulting delays in the effectiveness of new laws, even when intended to be beneficial for the
insurance industry, limit or delay their impact on our business. Adverse changes in these conditions have a more pronounced



effect on us than they would on other insurance companies that are more geographically diversified throughout the United
States. Further, a single catastrophic event, or a series of such events, specifically affecting Florida, particularly in the more
densely populated areas of the state, have had and could in the future have a disproportionately adverse impact on our business,
financial condition, and results of operations. This is particularly true in certain Florida counties where we write a high
concentration of policies such that a catastrophic event, or series of catastrophic events, in these counties have had and could in
the future have a significant impact on our business, financial condition, and results of operations. Actual claims incurred have
exceeded, and in the future may exceed, reserves established for claims, adversely affecting our operating results and financial
condition. We maintain loss reserves to cover our estimated ultimate liability for unpaid losses and LAE for reported and
unreported claims as of the end of each accounting period. The reserve for losses and LAE is reported net of receivables for
subrogation. Recorded claim reserves in the property and casualty business and amounts recoverable through subrogation
are based on our best estimates of what the ultimate settlement and administration of claims will cost, both reported and incurred
but not reported (“ IBNR ). These estimates, which generally involve actuarial projections, are based on management’ s
assessment of known facts and circumstances, including our experience with similar cases, actual claims paid, historical trends
involving claim payment patterns, pending levels of unpaid claims and contractual terms. External factors are also considered,
which include but are not limited to changes in the law, court decisions, changes to regulatory requirements, economic
conditions including inflation as experienced in recent years, and consumer behavior. Many of these factors are not quantifiable
and are subject to change over time. The current Florida homeowners’ insurance market is adversely impacted by changes in
claimant behaviors resulting in losses and LAE exceeding historical trends, amounts experienced in other states, and amounts we
previously estimated. The increases in losses and LAE are attributable to the active solicitation of claims activity by
policyholder representatives, high levels of represented claims compared to historical patterns or patterns seen in other states,
and a proliferation of inflated claims filed by policyholder representatives and vendors. These trends are facilitated by Florida’ s
legal climate, including the threat of one- way attorneys’ fees against insurers pursuant to a statute that existed prior to
December 16, 2022, and the relatively high cost of defending against inflated claims in relation to amounts in dispute. Some of
the law changes apply only to policies with effective dates after December 16, 2022, resulting in an extended period during
which our losses and LAE will continue to be influenced by pre- reform laws and market conditions. Additionally, there
sometimes is a significant reporting lag between the occurrence of an event and the time it is reported to us. The inherent
uncertainties of estimating reserves are greater for certain types of liabilities, particularly those in which the various
considerations affecting the type of claim are subject to change and in which long periods of time elapse before a definitive
determination of liability is made. The deterioration in the current Florida market also has produced an increased number of
claims that are filed or re- opened well after the alleged dates of loss. We continually refine reserve estimates as experience
develops and as subsequent claims are reported and settled. Adjustments to reserves are reflected in the financial statement
results of the periods in which such estimates are changed. The adverse conditions in Florida and inflationary pressure causing
increases in the costs of building materials and labor have resulted in our paid losses exceeding prior reserve estimates and in
increases in our current estimates of unpaid losses and LAE. Because setting reserves is inherently uncertain and claims
conditions change over time, the ultimate cost of losses has varied and, in the future, may vary materially from recorded
reserves, and such variance may continue to adversely affect our operating results and financial condition. The full extent of the
ongoing disruptions and claims behaviors in the Florida market, and the extent to which legislative efforts aimed at mitigating
these concerns will be successful, is unknown and still unfolding. Subrogation is a significant component of our total net
reserves for losses and LAE and our estimates of potential subrogation recoveries are revised as part of the actuarial
review which includes changes to trends impacting the actuarial and reserve setting process . Since 2016, we have
significantly increased our efforts to pursue subrogation against third parties responsible for property damage losses to our
insureds. More recently, changes in Florida’ s claims environment and legal climate have reduced the effectiveness of our
efforts to properly apportion losses through subrogation. Responsible parties are increasingly using delays and defensive tactics
to avoid subrogation and increase its costs, which in turn decreases its effectiveness. Our ability to recover recorded amounts
remains subject to significant uncertainty, including risks inherent in litigation, collectability of the recorded amounts and
potential law changes or judicial decisions that can hinder or reduce the effectiveness of subrogation. If we fail to adequately
price the risks we underwrite, or if emerging trends outpace our ability to adjust prices timely, or if we lose desirable exposures
to competitors by overpricing our risks, we may experience underwriting losses depleting surplus at the Insurance Entities and
capital at the holding company. Our results of operations and financial condition depend on our ability to underwrite and set
premiums adequately for a variety of risks while remaining competitive. Rate adequacy is necessary to generate sufficient
premiums to pay losses, LAE, reinsurance costs, and underwriting expenses and to earn a reasonable profit. We endeavor to
price our products adequately by collecting and analyzing a substantial amount of data; developing, testing, and applying
relevant ratings formulas and methodologies; closely monitoring and seeking to timely recognize changes in cost trends; and
projecting both severity and frequency of losses and other costs including loss adjustment expenses, reinsurance costs and other
underwriting costs. We utilize industry insurance data, internal claims experience and both internal and external actuarial
experience during the rate making process. During the establishment of underwriting standards and the analogous rate making
process, we also collect and leverage data points related to age, location, and relevant construction characteristics of properties
and establish insurance- to- value estimates to help ensure adequate pricing. While addressing price adequacy, management also
seeks to anticipate and navigate potential impacts to market share and competition. Our ability to adequately price our products,
anticipate market response, and generate underwriting profits is subject to a number of risks and uncertainties, some of which
are outside our control, including: * the availability of sufficient and reliable data;  regulatory review periods or delays in
reviewing and approving filed rate changes or our failure to gain regulatory approval; « the uncertainties that inherently underlie
estimates and assumptions; * our ability to timely identify or anticipate unforeseen adverse trends or other emerging costs in the



rate making process; ¢ our ability to stay competitive as evolving eempetitive-technologies emerge such as artificial intelligence
(“ AI ”) and machine learning to make pricing, underwriting, or other decisions; ¢ inflationary pressures on labor and materials,
including supply chain disruptions; ¢ the effect of climate change on frequency and severity of insured events from severe
weather; * uncertainties regarding the impact of law changes and their interpretations, including the near- term and long- term
effects, if any, of the law changes on claims handling and resolution practices, repair and restoration costs, consumer behaviors,
activities by public adjusters and policyholders’ attorneys, and judicial decisions +3 and * adverse changes to statutes, rules, or
judicial precedent that are not contemplated in existing rate levels and are not addressed or mitigated by current underwriting
criteria or policy forms. As a result, we could underprice risks, which, in the past, has, and, in the future, could result in
significant underwriting losses negatively impacting the profitability and financial condition of our Insurance Entities and the
consolidated group. We also could overprice our risks, thereby making our products relatively less attractive than other
alternatives, thereby negatively impacting our competitive position and potentially leading to a reduction in demand for our
products and in our market share. In either event, our profitability could be materially and adversely affected. If our policies are
overpriced or underpriced by geographic area, policy type, or other characteristics, we may not be able to achieve desirable
diversification of our risks. These concerns are compounded when Florida’ s statutorily- created residual property insurance
market, Citizens, provides insurance based on rates substantially below its actuarial indication and at resulting premiums lower
than those of admitted insurers such as the Insurance Entities. Unanticipated increases in the severity or frequency of claims
adversely affect our profitability and financial condition. Changes in the severity or frequency of claims affect our profitability.
Changes in homeowners’ claim severity can be and have been driven by inflation in the construction industry, in building
materials, and in home furnishings, as well as by other economic and environmental factors, including increased demand for
services and supplies in areas affected by catastrophes, supply chain disruptions, labor shortages, and prevailing attitudes
towards insurers and the claims process, including tereases-ir-the number-prevalence of litigated claims or claims involving
representation as well as continuing efforts by policyholder representatives to seek larger settlements on pre- reform claims in
recognition that the elimination of the statutory right to attorneys’ fees and other law changes will apply to future claims.
However, changes in the level of the severity of claims are not limited to the effects of inflation and demand surge in these
various sectors of the economy or to Florida’ s disproportionately high incidence of represented claims. Increases in claim
severity can also arise from unexpected events that are inherently difficult to predict. In addition, significant long- term
increases in claim frequency also have an adverse effect on our operating results and financial condition. Further, the level of
claim frequency we experience varies from period to period, and from region to region. Claim frequency can be influenced by
natural conditions such as the number and types of severe weather events affecting areas where we write policies as well as by
factors such as the prevalence of solicited and represented claims, including efforts by policyholder representatives to encourage
claims activity related to policy periods predating law changes. Although we pursue various loss management initiatives in order
to mitigate future increases in claim severity and frequency, there can be no assurances that these initiatives will successfully
identify or reduce the effect of future increases in claim severity and frequency. The failure of the risk mitigation strategies we
utilize could have a material adverse effect on our financial condition or results of operations. We utilize a number of strategies
to mitigate our risk exposure, such as: ¢ engaging in rigorous underwriting; ¢ carefully evaluating terms and conditions of our
policies and binding guidelines; and ¢ ceding risk to reinsurers. However, there are inherent limitations in all of these strategies,
and no assurance can be given that an event or series of events will not result in loss levels in excess of our probable maximum
loss models, or that our non- catastrophe forecasts or modeling is accurate, which could have a material adverse effect on our
financial condition or results of operations. It is also possible that losses could manifest themselves in ways that we do not
anticipate and that our risk mitigation strategies are not designed to address. Such a manifestation of losses could have a material
adverse effect on our financial condition and results of operations. Pandemics, including COVID- 19 and other outbreaks of
disease, could impact our business, financial results, and growth. Pandemics and other outbreaks of disease can have significant
and wide- spread impacts. As we saw with the COVID- 19 pandemic, outbreaks of disease can cause governments, public
institutions, and other organizations to impose or recommend, and businesses and individuals to implement restrictions on
various activities or take other actions to combat the disease’ s spread, such as warnings, restrictions, and bans on travel,
transportation, or in- person gatherings; and local or regional closures or lockdowns. Outbreaks of disease, and actions taken in
response to the outbreak, could in the future materially negatively impact our workforce as well as our business, operations, and
financial results in many ways, both directly and indirectly. Although we did not experience a direct material impact from
COVID- 19 on our business, our financial position, our liquidity, or our ability to service our policyholders and maintain critical
operations, indirectly, inflationary pressures, in part due to supply chain and labor constraints during the COVID- 19 pandemic,
have affected and continue to affect claims costs and, to a lesser degree, other expenses. In general, other effects of a pandemic
may include significant volatility and disruption of the global financial markets and limitations on access to sources of liquidity,
among others. To the extent a pandemic adversely affects our future business and financial results, it may also have the effect of
heightening many of the other risks we discuss in this section. Similarly, pandemics or other outbreaks of disease might create
conditions and cause responses that differ from those experienced with COVID- 19 in ways we cannot predict, which also could
adversely affect our future business and financial results and could compound other risks discussed in this section. Because we
rely on independent insurance agents, the loss of these independent agent relationships and the business they control or our
ability to attract new independent agents could have an adverse impact on our business. We currently market our policies to a
broad range of prospective policyholders through approximately 4, 000 independent insurance agents in Florida as well as
approximately 5, 966-600 independent insurance agents outside of Florida. As a result, our business depends on the marketing
efforts of these independent agents and on our ability to offer products and services that meet their and their customers’
requirements. These independent insurance agents maintain the primary customer relationship. Independent agents typically
represent other insurance companies in addition to representing us, and such agents are not obligated to sell or promote our



products. Other insurance companies may pay higher commissions than we do, provide services to the agents that we do not
provide, or may be more attractive to the agents than we are. In Florida the statutorily- created residual market currently offers
policies at premium levels that in many areas and for most coverage types are lower than premiums the Insurance Entities
charge, which are subject to regulatory review, governed by actuarial standards, and cannot be inadequate, excessive, or unfairly
discriminatory. We cannot provide assurance that we will retain our current relationships, or be able to establish new
relationships, with independent agents. The loss of these marketing relationships could adversely affect our ability to attract new
agents, retain our agency network, or write new or renewal insurance policies, which could materially adversely affect our
business, financial condition, and results of operations. Along with other insurers in the industry, we use models developed by
third- party vendors in assessing our exposure to catastrophe losses, and these models assume various conditions and probability
scenarios, most of which are not known to us or are not within our control. These models may not accurately predict future
losses or accurately measure losses incurred. Catastrophe models, which have been evolving since the early 1990s, use historical
information about various catastrophes, detailed information about our in- force business and certain assumptions or judgments,
that are proprietary to the modeling firms. While we use this information in connection with our pricing and risk management
activities, there are limitations with respect to their usefulness in predicting losses in any reporting period. Examples of these
limitations are significant variations in estimates between models and modelers and material increases and decreases in model
results due to changes and refinements of the underlying data elements and assumptions, including with respect to the risks
arising from climate change. Such limitations lead to questionable predictive capability and post- event measurements that have
not been well understood or proven to be sufficiently reliable. In addition, the models are not necessarily reflective of company
or state- specific policy language, demand surge for labor and materials, consumer behavior, prevailing or changing claims,
legal and litigation environments, or loss settlement expenses, all of which are subject to wide variation by catastrophe. Further,
in accordance with Florida law and regulatory requirements, we must use a model that has been reviewed and deemed
acceptable by a state commission in accordance with standards over which we have no control and that might not align with our
business. For these reasons and other factors that might not be known to us, the accuracy of models in estimating insured losses
from prior storms has varied considerably by catastrophe when compared to actual results from those catastrophes. Reinsurance
may be unavailable in the future at reasonable levels and prices or on reasonable terms, which may limit our ability to write new
business or to adequately mitigate our exposure to loss. Our reinsurance program is designed to mitigate our exposure to
catastrophes. Market conditions and public policy decisions beyond our control determine the availability and cost of the
reinsurance we purchase, the ability of the FHCF to reimburse insurers at levels contemplated by their reimbursement contracts,
and the expiration of time- limited governmental programs such as RAP , which expired on May 31, 2024 . No assurances can
be made that reinsurance will remain continuously available to us to the same extent and on the same or similar terms and rates
as are currently available. In addition, our ability to afford reinsurance to reduce our catastrophe risk may be dependent upon our
ability to adequately and timely adjust premium rates for our costs, and there are no assurances that the terms and rates for our
current reinsurance program will continue to be available next year or that we will be able to adjust our premiums. The
Insurance Entities are responsible for losses related to catastrophic events with incurred losses in excess of coverage provided by
our reinsurance program and the FHCF, and for losses that otherwise are not covered by the reinsurance program. If we are
unable to maintain our current level of reinsurance or purchase new reinsurance protection in amounts that we consider
sufficient and at prices and terms that we consider acceptable, we would have to either accept an increase in our exposure risk,
reduce our insurance writings, seek rate adjustments at levels that might not be approved or might adversely affect policy
retention, or develop or seek other alternatives, which could have an adverse effect on our profitability and results of operations.
Reinsurance subjects us to the credit risk of our reinsurers, which could have a material adverse effect on our operating results
and financial condition. Reinsurance does not legally discharge us from our primary liability for the full amount of the risk we
insure, although it does make the reinsurer liable to us in the event of a covered claim. As such, we are subject to credit risk with
respect to our reinsurers. The collectability of reinsurance recoverables is subject to uncertainty arising from a number of
factors, including (i) our reinsurers’ financial capacity and willingness to make payments under the terms of a reinsurance treaty
or contract or (ii) whether insured losses meet the qualifying conditions and are recoverable under our reinsurance contracts for
covered events or are excluded. Further, if a reinsurer fails to pay an amount due to us within 90 days of such amount coming
due, we are required by certain statutory accounting rules to account for a portion of this unpaid amount as a non- admitted
asset, which would negatively impact our statutory surplus. Our inability to collect a material recovery from a reinsurer, or to
collect such recovery in a timely fashion, could have a material adverse effect on our operating results, financial condition,
liquidity and surplus. Our financial condition and operating results are subject to the cyclical nature of the property and casualty
insurance business. The property and casualty insurance market is cyclical and has experienced periods characterized by
relatively high levels of price competition, less restrictive underwriting standards and relatively low premium rates, followed by
periods of relatively lower levels of competition, more selective underwriting standards, and relatively high premium rates. As
premium levels increase, and competitors perceive an increased opportunity for profitability, new entrants to the market or
expansion by existing participants lead to increased competition, a reduction in premium rates, less favorable policy terms, and
fewer opportunities to underwrite insurance risks. In addition, certain law changes take effect only with respect to new or
renewal policies issued after the changes are adopted, which can favor new entrants to the market over insurers like the
Insurance Entities that continue to service policies issued before the law changes and claims received under those policies.
These conditions can have a material adverse effect on our results of operations and cash flows. In addition to these
considerations, changes in the frequency and severity of losses suffered by insureds and insurers, including changes resulting
from multiple and / or catastrophic hurricanes and from increases in represented and litigated claims, affect the cycles of the
property and casualty insurance business significantly. Negative market conditions can impair our ability to write insurance at
rates that we consider adequate and appropriate relative to the risk written. To the extent that we cannot write insurance at



appropriate rates, our business would be materially and adversely affected. We cannot predict whether market conditions will
improve, remain constant or deteriorate. An extended period of negative market conditions could have a material adverse effect
on our business, financial condition and results of operations. We have entered new markets and expect that we will continue to
do so, but there can be no assurance that our diversification and growth strategy will be effective. We seek to take advantage of
prudent opportunities to expand our core business into other states where we believe the independent agent distribution channel
is strong. As a result of a number of factors, including the difficulties of finding appropriate expansion opportunities and the
challenges of operating in unfamiliar markets, there can be no assurance that we will be successful in this diversification even
after investing significant time and resources to develop and market products and services in additional states. Initial timetables
for expansion may not be achieved, and price and profitability targets may not be feasible. Because our business and experience
are based substantially on the Florida insurance market, we may not understand all of the risks associated with entering into an
unfamiliar market. For example, the occurrence of significant winter storms in certain states we have expanded into has in some
circumstances limited the effectiveness of our revenue and risk diversification strategy by decreasing revenue we expected to
receive outside of the Florida hurricane season or increasing our overall risk in ways we had not anticipated when entering those
markets. This inexperience in certain new markets could affect our ability to price risks adequately and develop effective
underwriting standards. External factors, such as compliance with state regulations, especially when different than the
regulations of other states in which we do business, obtaining new licenses, competitive alternatives, processes, and time periods
associated with adjusting product forms and rates, and shifting customer preferences, may also affect the successful
implementation of our geographic growth strategy. Such external factors and requirements may increase our costs and
potentially affect the speed with which we will be able to pursue new market opportunities. There can be no assurance that we
will be successful in expanding into any one state or combination of states. Failure to manage these risks successfully could
have a material adverse effect on our business, results of operations, and financial condition. Our success depends, in part, on
our ability to attract and retain talented employees, and the loss of any one of our key personnel could adversely impact our
operations. The success of our business depends, in part, on the leadership and performance of our executive management team
and key employees and on our ability to attract, retain, and motivate talented employees. Competition for these individuals is
intense and our ability to operate successfully may be impaired if we are not effective in filling critical leadership positions, in
developing the talent and skills of our human resources, in assimilating new executive talent into our organization, or in
deploying human resource talent consistent with our business goals. We could be adversely affected if our controls designed to
ensure compliance with guidelines, policies and legal and regulatory standards are not effective. Our business is highly
dependent on the ability to engage on a daily basis in a large number of insurance underwriting, claims processing and
investment activities, many of which are highly complex, must be performed expeditiously and involve opportunities for human
judgment and errors. These activities often are subject to internal guidelines and policies, as well as legal and regulatory
standards. In addition, these legal and regulatory standards can be subject to varying interpretations. A control system, no matter
how well designed and operated, can provide only reasonable assurance that the control system’ s objectives will be met. Our
failure to comply with these guidelines, policies or standards could lead to financial loss, unanticipated risk exposure, regulatory
sanctions or penalties, civil or administrative litigation, or damage to our reputation. The failure of our claims professionals to
effectively manage claims could adversely affect our insurance business and financial results. We rely primarily on our claims
professionals to facilitate and oversee the claims adjustment process for our policyholders. Many factors affect the ability of our
claims professionals to effectively manage claims by our policyholders, including:  the accuracy of our adjusters as they make
their assessments and submit their estimates of damages; © the training, background, and experience of our claims
representatives; ¢ the ability of our claims professionals to ensure consistent and timely claims handling; ¢ the availability and
timing of information from, and the overall degree of cooperation or lack thereof by, policyholders and their representatives; ¢
the ability of our claims professionals to translate the information provided by adjusters into acceptable claims resolutions; and ¢
the ability of our claims professionals to maintain and update our claims handling procedures and systems as they evolve over
time based on claims and geographical trends in claims reporting as well as consumer behaviors affecting claims handling. Any
failure to effectively manage the claims adjustment process, including failure to pay claims accurately and in a timely manner
and failure to oversee third- party claims adjusters, could lead to material litigation, regulatory penalties or sanctions, undermine
our reputation in the marketplace and with our network of independent agents, impair our corporate image, and negatively affect
our financial results. Litigation or regulatory actions could result in material settlements, judgments, fines, or penalties and
consequently have a material adverse impact on our financial condition and reputation. From time to time, we are subject to civil
or administrative actions and litigation. This is especially the case in Florida, where insurance companies, including the
Insurance Entities, have experienced high rates of first- party litigation due largely to the state’ s prior one- way attorneys’ fee
statute and resulting institutionalization of a litigation- oriented climate and to the ability of vendors to take assignments of
policyholders’ post- loss claims benefits. Although we strive to pay meritorious claims in a fair and prompt manner, civil
litigation can result when we do not pay insurance claims in the amounts or at the times demanded by policyholders or their
representatives or assignees. We also are subject to litigation or administrative actions arising from the conduct of our business
and the regulatory authority of state insurance departments or other agencies having oversight or enforcement authority over the
various aspects of our business. Further, we are subject to other types of litigation inherent in operating our businesses,
employing personnel, contracting with vendors and otherwise carrying out our affairs. As industry practices and legal, judicial,
social, and other environmental conditions change, unexpected and unintended issues related to claims and coverage have arisen
and may in the future arise, including judicial expansion of policy coverage and the impact of new theories of liability, plaintiffs
targeting property and casualty insurers in purported class- action litigation or other forms of litigation relating to claims-
handling, and other practices, and adverse changes in loss cost trends, including inflationary pressures in home repair costs or
other legal or regulatory conditions incentivizing increases in disputed or litigated claims. Multiparty or class action claims and



similar types of actions, especially when incentivized by potential recoveries by representative plaintiffs and their attorneys,
present additional exposure to substantial economic, non- economic, or punitive damage awards. This exposure, and the costs of
protracted litigation, can result in decisions to settle litigation notwithstanding our belief that meritorious defenses exist or that
we ultimately would prevail at trial or on appeal. Litigation or regulatory matters have negatively affected and may in the future
negatively affect us by resulting in the payment of substantial awards or settlements, increasing legal and compliance costs,
requiring us to change certain aspects of our business operations, diverting management attention from other business issues,
harming our reputation with agents, customers, reinsurers, creditors, regulators or others, or making it more difficult to retain
current customers and to recruit and retain employees or agents. Our future results are dependent in part on our ability to
successfully operate in a highly competitive insurance industry. The property and casualty insurance industry is highly
competitive. We compete against large national carriers that have greater capital resources and longer operating histories,
regional carriers, and managing general agencies, as well as newly formed and less- capitalized companies that might have more
aggressive underwriting or pricing strategies. Many of these entities may also be affiliated with other entities that have greater
financial and other resources than we have. When competitors attempt to increase market share by lowering rates, we can
experience reductions in our underwriting margins, or a decline in sales of our insurance policies as customers purchase lower-
priced products from our competitors. Competitors also might adopt more prompt or more effective solutions to adverse market
conditions than we are able to implement, providing those competitors with a competitive advantage through lower losses and
loss adjustment expenses, more competitive premium levels, or the ability to expand their businesses. Additionally, due to
statutorily- imposed limits on rate increases, Florida’ s residual property insurance market, Citizens, often charges lower
premiums in hard insurance markets than what the Insurance Entities are able to charge in accordance with applicable regulatory
filings, actuarial standards and prudent financial management. In hard markets such as the current Florida market, insurance
agents and their customers therefore tnereastngly-commeonly choose Citizens over private market insurers like the Insurance
Entities for their residential property insurance coverage. Additionally, some law changes intended to alleviate abuses in the
property insurance market are interpreted as applying only prospectively to policies issued or renewed after the new laws’
effective dates, potentially creating competitive advantages for insurers that enter markets or expand writings after the laws’
effective dates as compared to insurers like the lnsurance Entities, Wthh continue to have certain pohcy and clalms serv1cmg
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1ndustry, 1nclud1ng competltlon for producers such as 1ndependent agents there can be no assurance that we will continue to
develop and maintain productive relationships with independent agents, effectively compete with our industry rivals, or that
competitive pressures will not have a material adverse effect on our business, operating results or financial condition. A
downgrade in our financial strength or stability ratings may have an adverse effect on our competitive position, the marketability
of our product offerings, and our liquidity, operating results and financial condition. Residential property insurers like the
Insurance Entities must maintain financial strength or stability ratings from at least one rating organization acceptable to each of
the Federal Home Loan Mortgage Corporation (“ Freddie Mac”) and the Federal National Mortgage Association (“ Fannie Mae
). Our Insurance Entities maintain Financial Stability Ratings ® of “ A ” (* Exceptional ”’) by Demotech and insurance financial
strength ratings of ““ A- ” by Kroll. These and similar ratings are important factors in establishing the competitive position of
insurance companies and generally have an effect on an insurance company’ s business. On an ongoing basis, rating agencies
review the financial performance and condition of insurers and could downgrade or change the outlook on an insurer’ s ratings
due to, for example, a change in an insurer’ s statutory capital; a change in a rating agency’ s determination of the amount of
risk- adjusted capital required to maintain a particular rating; a change in the perceived adequacy of an insurer’ s reinsurance
program; an increase in the perceived risk of an insurer’ s investment portfolio; a reduced confidence in management or a host of
other considerations that may or may not be within an insurer’ s knowledge or control. Because these ratings are subject to
continuous review, the retention of these ratings cannot be assured. A downgrade in or withdrawal of these ratings, or a decision
by a rating agency to require us to make a capital infusion into the Insurance Entities or otherwise alter operations to maintain its
rating, may adversely affect our liquidity, operating results and financial condition. A downgrade to or loss of a rating also might
cause reputational damage to us among customers, insurance agents, reinsurers, creditors, regulators or others that could affect
our ability to write and retain business. In addition, our failure to maintain at least one financial strength or stability rating
acceptable in the secondary mortgage market would adversely affect our ability to write new and renewal business. Further, a
downgrade to or reduction of our financial strength or stability ratings below acceptable levels could constitute a default under
credit obligations of UVE. Financial strength and stability ratings are primarily directed towards policyholders of the Insurance
Entities, and are not evaluations directed toward the protection of our shareholders, and are not recommendations to buy, sell or
hold securities. Breaches of our information systems or denial of service on our website could have an adverse impact on our
business and reputation. Our ability to effectively operate our business depends on our ability, and the ability of certain third-
party vendors and business partners, to access our computer systems to perform necessary business functions, such as providing
quotes and product pricing, billing and processing premiums, administering claims and reporting our financial results. Our
business and operations rely on the secure and efficient processing, storage and transmission of customer and company data,
including policyholders’ nonpublic personal information, including financial information, and proprietary business information,
on our computer systems and networks. Unauthorized access to personally identifiable information, even if not financial
information, could be damaging to all affected parties. Breaches can involve attacks intended to obtain unauthorized access to



nonpublic personal information, destroy data, disrupt or degrade service, sabotage systems or cause other damage, including
through the introduction of computer viruses or malware, cyberattacks and other means; breaches can also involve human error,
such as employees falling victim to phishing schemes or computer coding errors that may inadvertently leave data exposed. Our
computer systems are vulnerable to unauthorized access and hackers, computer viruses and other scenarios in which our data
may be exposed or compromised. Cyberattacks can originate from a variety of sources, including third parties who are affiliated
with foreign governments or employees acting negligently or in a manner adverse to our interests. Third parties may seek to gain
access to our systems either directly or using equipment or security passwords belonging to employees, customers, third- party
service providers, or other users of our systems. These threat actors have grown increasingly sophisticated, and have begun
using tools like Al to facilitate cyberattacks, leaving us increasingly vulnerable to these kinds of attacks. Our systems also
may inadvertently expose, through a computer programming error or otherwise, confidential information as well as that of our
customers and third parties with whom we interact. Our computer systems have been, and likely will continue to be, subject to
cyber hacking activities, computer viruses, other malicious codes, or other computer- related penetrations. This is especially the
case as the number of our employees working remotely has increased. We commit significant resources to administrative and
technical controls to prevent cyber incidents and protect our information technology, but our preventative actions to reduce the
risk of cyber threats may be insufficient to prevent physical and electronic break- ins and other cyberattacks or security
breaches, including those due to human vulnerabilities. Any such event could damage our computers or systems; compromise
our confidential information as well as that of our customers and third parties with whom we interact; significantly impede or
interrupt business operations, including denial of service on our website; and could result in violations of applicable privacy and
other laws, financial loss to us or to our policyholders, loss of confidence in our security measures, customer dissatisfaction,
significant litigation exposure and reputational harm, all of which could have a material adverse effect on us. We expend
significant additional resources to modify our protective measures er-and to investigate and remediate vulnerabilities, exposures,
or-and information security events. Due to the complexity and interconnectedness of our systems, the process of enhancing our
protective measures can itself create a risk of systems disruptions and security issues. The increase in the use of cloud
technologies and in consumer preference for online transactions can heighten these and other operational risks. Certain aspects
of the security of such technologies are unpredictable or beyond our control, and this lack of transparency may inhibit our ability
to discover a failure by cloud service providers to adequately safeguard their systems and prevent cyberattacks that could disrupt
our operations and result in misappropriation, corruption or loss of confidential and other information. In addition, there is a risk
that encryption and other protective measures, despite their sophistication, may be defeated, particularly to the extent that new
computing technologies vastly increase the speed and computing power available. Further, the interconnectedness of our
technology platforms and those of direct or indirect third- party providers could result in disruptions to our service due
to malfunctions of or errors in third- parties’ software or systems that are beyond our control. [n addition, any significant
data security breach of our independent agents or third- party vendors could harm our business and reputation. We may not be
able to effectively implement or adapt to changes in technology, particularly with respect to AT artifteiat-inteHigenee-, which
may result in interruptions to our business or even in a competitive disadvantage. Developments in technology are affecting the
insurance business. For example, insurance companies are beginning to use Al artifietalinteligenree-in a number of applications,
including risk assessment, claims processing, customer service, fraud detection, and predictive analytics and modeling. We
believe that the development and implementation of new technologies will require additional investment of our capital resources
in the future, and it is possible that we may not be able to effectively implement or adapt to new technologies We have not
determined the amount of resources and the time that this development and 1mp1ementat10n may requlre which may result in
short- term, unexpected interruptions to our business, ; eten
we endeavor to develop or implement new technologies . There isa rlsk that our competltors may utlllze these technologles
more effectively than us, which may result in a competitive disadvantage in price and / or efficiency . In addition, changes
in technology typically outpace corresponding regulations, which may lead to periods of uncertainty in the permissible uses of
certain technology and to differences or even inconsistencies in the regulatory approaches across jurisdictions. The absence of
regulations or conflicts in regulations may further limit our ability to implement new technology in an effective and timely
manner. Lack of effectiveness of exclusions and other loss limitation methods in the insurance policies we write or changes in
laws and / or potential regulatory approaches relating to them could have a material adverse effect on our financial condition or
our results of operations. All of the policies we issue include exclusions or other conditions that define and limit coverage.
These exclusions and conditions are designed to manage our exposure to certain risk types or risk characteristics and expanding
theories of legal liability. In addition, applicable law limits the time period during which a policyholder may bring a claim under
the policy. It is possible that a regulatory authority would refuse to approve or a court could nullify or void an exclusion or
limitation or interpret existing coverages more broadly than we anticipate, that legislation could be enacted modifying or barring
the use of these exclusions or limitations, or that legislation purporting to implement limitations or exclusions will be
determined by courts to be ineffective or less effective than anticipated. This could result in higher than anticipated losses and
LAE by extending coverage beyond our underwriting intent or increasing the number or size of claims, which could have a
material adverse effect on our operating results. In some instances, the intended effects of approved policy language and court
interpretations of the same may not become apparent until sometime after we have issued the insurance policies and case law
sets a precedent for legal interpretation of them. As a result, the full extent of liability under our insurance contracts may not be
known for many years after a policy is issued. RISKS RELATING TO INVESTMENTS We are subject to market risk, which
may adversely affect investment income. Our primary market risk exposures are changes in equity prices and interest rates,
which impact our investment income and returns. Fluctuations in interest rates could expose us to increased financial risk.
Declines in market interest rates can have an adverse effect on our investment income to the extent that we invest cash in new
interest- bearing investments that yield less than our portfolio’ s average rate of return or purchase longer- term or riskier assets




in order to obtain adequate investment yields resulting in a duration gap when compared to the duration of liabilities.
Conversely, increases in market interest rates also can have an adverse effect on the value of our investment portfolio by
decreasing the fair values of the available- for- sale debt securities that comprise a large portion of our investment portfolio.
Similarly, declines in the equities markets adversely affect our existing portfolio. Increases in the equities markets might
increase returns on our existing portfolio but reduce the attractiveness of future investments. In addition, high inflation, such as
what we are seeing in the current economic environment, could also adversely impact our business and financial results. Our
overall financial performance depends in part on the returns on our investment portfolio. The performance of our investment
portfolio is independent of the revenue and income generated from our insurance operations, and there is typically no direct
correlation between the financial results of these two activities. Thus, to the extent that our investment portfolio does not
perform well due to the factors discussed above or otherwise, our results of operations may be materially adversely affected
even if our insurance operations perform favorably. Further, because the returns on our investment portfolio are subject to
market volatility, our overall results of operations could likewise be volatile from period to period even if we do not experience
significant financial variances in our insurance operations. RISKS RELATING TO THE INSURANCE INDUSTRY We are
subject to extensive regulation and potential further restrictive regulation may increase our operating costs and limit our growth
and profitability. The laws and regulations affecting the insurance industry are complex and subject to change. Compliance with
these laws and regulations may increase the costs of running our business and may even slow our ability to respond effectively
and quickly to operational opportunities. Moreover, these laws and regulations are administered and enforced by a number of
different governmental authorities, including state insurance regulators, the U. S. Department of Justice, and state attorneys
general, each of which exercises a degree of interpretive latitude. In addition, there is risk that any particular regulator’ s or
enforcement authority’ s interpretation of a legal issue may change over time to our detriment, or that changes in the overall
legal environment may cause us to change our views regarding the actions we need to take from a legal risk management
perspective, thus necessitating changes to our practices that may, in some cases, limit our ability to grow and achieve or improve
the profitability of our business. We also have been affected by, and in the future may continue to be affected by, decisions or
inaction by state legislatures that result in the continuation or worsening of adverse market conditions. Furthermore, in some
cases, laws and regulations are designed to protect or benefit the interests of a specific constituency rather than a range of
constituencies. For example, state insurance laws and regulations are generally intended to protect or benefit purchasers or users
of insurance products, and not shareholders of insurance companies. These laws and regulations, particularly, but not limited
to, those at the federal level, may be impacted by the change in the U. S. Presidential administration in 2025. [n many
respects, these laws and regulations limit our ability to grow and improve the profitability of our business or effectively respond
to changing market conditions, and may place constraints on our ability to meet our revenue and net profit goals. The Insurance
Entities are each domiciled in Florida and are highly regulated by state insurance authorities in Florida ;whielis-where-each
is-demietled-. The Insurance Entities are also regulated by state insurance authorities in the other states in which they conduct
business. Such regulations, among other things, require that certain transactions between the Insurance Entities and their
affiliates must be fair and reasonable and require prior notice and non- disapproval of such transactions by the applicable state
insurance authority. State regulations also limit the amount of dividends and other payments that can be made by the Insurance
Entities without prior regulatory approval and impose restrictions on the amount and type of investments the Insurance Entities
may make. Other state regulations require insurance companies to file insurance rates and policy forms for review, restrict our
ability to cancel or non- renew policies and determine the accounting standards we use in preparation of our consolidated
financial statements. These regulations also affect many other aspects of the Insurance Entities’ businesses. Compliance with
applicable laws and regulations is time consuming and personnel- intensive, and changes in these laws and regulations may
materially increase our direct and indirect compliance efforts and other expenses of doing business. If the Insurance Entities fail
to comply with applicable regulatory requirements, the regulatory agencies can revoke or suspend the Insurance Entities’
licenses, withhold required approvals, require corrective action, impose operating limitations, impose penalties and fines or
pursue other remedies available under applicable laws and regulations. State insurance regulatory agencies conduct periodic
examinations of the Insurance Entities on a wide variety of matters, including policy forms, premium rates, licensing, trade and
claims practices, investment standards and practices, statutory capital and surplus requirements, reserve, and loss ratio
requirements and transactions among affiliates. Further, the Insurance Entities are required to file quarterly, annual, and other
reports with state insurance regulatory agencies relating to financial condition, holding company issues, and other matters. We
also are subject to the oversight and jurisdiction of certain other non- insurance regulatory agencies. These agencies typically
have the authority to review, examine, or investigate certain aspects of our business related to the laws they administer.
Regulatory authorities have relatively broad discretion to deny or revoke licenses for various reasons, including the violation of
regulations. If we do not have the requisite licenses and approvals or do not comply with applicable regulatory requirements,
insurance regulatory authorities could preclude or temporarily suspend us from carrying on some or all of our activities or
otherwise penalize us. This could adversely affect our ability to operate our business both directly and potentially indirectly
through reputational damage. State legislatures and insurance regulators regularly re- examine existing laws and regulations
applicable to insurance companies and their products. Changes in these laws and regulations, or in interpretations thereof, can be
made for the benefit of the consumer, or for other reasons, at the direct or indirect expense of insurers, and thus could have an
adverse effect on our financial condition and results of operations. In other instances, decisions by policymakers to not address
adverse market conditions through effective changes to underlying statutes has caused, and in the future might continue to
cause, an adverse effect on our financial conditions and results of operations. Changes to state laws and regulations can increase
our costs of operations as we strive to interpret and implement them and can create civil and regulatory exposure if we fail to
implement them correctly. In addition, many law changes apply only to policies issued or renewed after the laws’ effective
dates, and in some cases the laws are subject to legal challenges that further limit or postpone their effectiveness or cause



uncertainties in their implementation. Further, experience has shown that when laws or regulations are enacted to address certain
perceived problems in the insurance market, the effectiveness of those laws or regulations can be limited or negated by shifts in
behaviors by consumers, vendors and their representatives. Therefore, law changes that are intended or perceived to have a
beneficial effect on our business might take longer than anticipated to produce those benefits, might be less effective than
anticipated, or ultimately might not be beneficial at all . In addition, this can lead to perceptions among lawmakers, insureds
and others that prior reforms have not had the intended effect and therefore should be rescinded or modified. These
changes, in turn, create additional extended periods of uncertainty and could have adverse impacts on the availability
and price of insurance for consumers as well as adverse impacts on the Insurance Entities’ underwriting results . UVE is
a holding company and, consequently, its cash flow is dependent on dividends and other permissible payments from its
subsidiaries. UVE is a holding company that conducts no insurance operations of its own. All operations are conducted by the
Insurance Entities and by other operating subsidiaries, most of which support the business of the Insurance Entities. As a
holding company, UVE’ s sources of cash flow consist primarily of dividends and other permissible payments from its
subsidiaries. The ability of our non- insurance company subsidiaries to pay dividends may be adversely affected by reductions in
the premiums or number of policies written by the Insurance Entities, by changes in the terms of the parties’ contracts, or by
changes in the regulation of insurance holding company systems. UVE depends on such payments for general corporate
purposes, for its capital management activities and for payment of any dividends to its common shareholders. The ability of the
Insurance Entities to make such payments is limited by applicable law, as set forth in *“ Item 1 — Business — Government
Regulation — Restrictions on Dividends and Distributions. ” For more details on our cash flows, see “ Part Il — Item 7 —
Management’ s Discussion and Analysis of Financial Condition and Results of Operations — Liquidity and Capital Resources. ”
Regulations limiting rate changes and requiring us to participate in loss sharing or assessments may decrease our profitability.
From time to time, public policy preferences and perceptions affect the insurance market, including insurers’ efforts to
effectively maintain rates that allow us to reach targeted levels of rate adequacy and profitability. Despite efforts to address rate
needs and other operational issues analytically, facts and history demonstrate that public policymakers, when faced with
untoward events and adverse public sentiment, have acted and may in the future act in ways that impede our ability to maintain a
satisfactory correlation between rates and risk. This has included, and in the future may include, policymakers’ failures to take
steps to address the causes of adverse market conditions. Such acts or failures to act may affect our ability to obtain approval for
or implement rate changes that we believe are necessary to attain rate adequacy along with targeted levels of profitability and
returns on equity. Additionally, because the Insurance Entities often must obtain regulatory approval prior to changing rates,
delays in the filing, review or implementation of rate changes can adversely affect our ability to attain rate adequacy. This is
especially the case in hard markets such as the current Florida market, where many insurers are submitting filings for significant
rate increases and thereby adding to the FLOIR’ s workload and affecting its ability to timely review filings. When state
regulations allow our Insurance Entities to implement rate changes while filings are pending, we risk having to refund
premiums if the implemented changes are greater than those ultimately approved. Our ability to pay for reinsurance required to
appropriately reduce our catastrophe risk also depends in part on our ability to adjust rates for our costs. Additionally, we are
required to participate in guaranty funds for insolvent insurance companies and other statutory insurance entities. The guaranty
funds and other statutory entities periodically levy assessments against all applicable insurance companies doing business in the
state and the amounts and timing of those assessments are unpredictable. Although we seek to recoup these assessments from
our policyholders, we might not be able to fully do so and at any point in time or for any period, our operating results and
financial condition could be adversely affected by any of these factors. The amount of statutory capital and surplus that each of
the Insurance Entities has and the amount of statutory capital and surplus it must hold vary and are sensitive to a number of
factors outside of our control, including market conditions and the regulatory environment and rules. The Insurance Entities are
subject to RBC standards and other minimum capital and surplus requirements imposed under applicable state laws. The RBC
standards, based upon the Risk- Based Capital Model Act adopted by the NAIC, require us to report our results of RBC
calculations to the FLOIR and the NAIC. These RBC standards provide for different levels of regulatory attention depending
upon the ratio of an insurance company’ s total adjusted capital, as calculated in accordance with NAIC guidelines, to its
authorized control level RBC. Authorized control level RBC is determined using the NAIC’ s RBC formula, which measures the
minimum amount of capital that an insurance company needs to support its overall business operations. An insurance company
with total adjusted capital that (i) is at less than 200 % of its authorized control level RBC, or (ii) falls below 300 % of its RBC
requirement and also fails a trend test, is deemed to be at a *“ company action level, ” which would require the insurance
company to file a plan that, among other things, contains proposals of corrective actions the company intends to take that are
reasonably expected to result in the elimination of the company action level event. Additional action level events occur when
the insurer’ s total adjusted capital falls below 150 %, 100 %, and 70 % of its authorized control level RBC. The lower the
percentage, the more severe the regulatory response, including, in the event of a mandatory control level event (total adjusted
capital falls below 70 % of the insurer’ s authorized control level RBC), placing the insurance company into receivership. In
addition, the Insurance Entities are required to maintain certain minimum capital and surplus and to limit premiums written to
specified multiples of capital and surplus. Our Insurance Entities could exceed these ratios if their volume increases faster than
anticipated or if their surplus declines due to catastrophe or non- catastrophe losses or excessive underwriting and operational
expenses. Any failure by the Insurance Entities to meet the applicable RBC or minimum statutory capital requirements imposed
by the laws of Florida (or other states where we currently or may eventually conduct business) could subject them to further
examination or corrective action imposed by state regulators, including limitations on our writing of additional business, state
supervision or receivership, which could have a material adverse impact on our reputation and financial condition. Any such
failure also could adversely affect our financial strength and stability ratings. Any changes in existing RBC requirements,
minimum statutory capital requirements, or applicable writings ratios may require us to increase our statutory capital levels,



which we may be unable to do, or require us to reduce the amount of premiums we write, which could adversely affect our
business and our operating results. RISKS RELATING TO DEBT OBLIGATIONS To service our debt, we will require a
significant amount of cash. Our ability to generate cash depends on many factors. In November 2021, we issued and sold $ 100
million of 5. 625 % Senior Unsecured Notes due 2026 (the ““ Notes ). See “ Part II — Item 8 — Note 7 (Long- term debt). ” Our
ability to make payments on or to refinance our indebtedness, including our ability to meet our obligations under the Notes, and
to fund our operations depends on our ability to generate cash. This will depend on our financial and operating performance,
which are subject to our loss and loss adjustment experience, weather and climate trends, and general economic, financial,
competitive, legislative, regulatory, and capital market conditions that are beyond our control. If our cash flows and capital
resources are insufficient to fund our debt service obligations, we may be unable to obtain new financing or to fund our
obligations to our customers and business partners, implement our business plans, sell assets, seek additional capital, or
restructure or refinance our indebtedness, including the Notes. As a result, we may be unable to meet our obligations under the
Notes. In the absence of sufficient capital resources, we could face substantial liquidity problems and might be required to
dispose of material assets or operations to meet debt service and other obligations. We may not be able to consummate those
dispositions of assets or obtain the proceeds that we could realize from them, and these proceeds may not be adequate to meet
any debt service obligations then due, including obligations under the Notes. Our indebtedness could adversely affect our
financial results and prevent us from fulfilling our obligations under the Notes. In addition to the currently outstanding
indebtedness of the Company and its subsidiaries, we may need to borrow substantial additional amounts in the future, including
by accessing the capital markets. If new indebtedness is incurred in addition to our current debt levels, the related risks that we
now face could increase, particularly if the cost of new indebtedness is high. Our indebtedness, including the indebtedness we
may incur in the future, could have important consequences for the holders of the Notes, including: ¢ limiting our ability to
satisfy our obligations with respect to the Notes; ¢ increasing our vulnerability to general adverse economic conditions; ¢
limiting our ability to obtain additional financing to fund future working capital, capital expenditures, and other general
corporate requirements; ¢ requiring a substantial portion of our cash flows from operations for the payment of principal of and
interest on our indebtedness and thereby reducing our ability to use our cash flows to fund working capital, capital expenditures,
and general corporate requirements; * limiting our flexibility in planning for, or reacting to, changes in our business and the
industry; and « putting us at a disadvantage compared to competitors with less indebtedness. ITEM 1B. UNRESOLVED STAFF
COMMENTS



