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1934
FOR THE FISCAL YEAR ENDED December 31, 2018 
OR
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Common Stock, par value
$0.01 per share NASDAQ Global Market

Securities registered pursuant to Section 12(g) of the Exchange Act:    None
Indicate by check mark if the Registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
    Yes ☐   No þ
Indicate by check mark if the Registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act.     Yes ☐   No þ
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.     Yes þ   No ☐
Indicate by check mark whether the registrant has electronically submitted and posted on its corporate website, if any,
every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of
this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit and
post such files).     Yes þ   No ☐
Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. ☐
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a
smaller reporting company or an emerging growth company. See the definitions of “large accelerated filer”, “accelerated
filer”, “smaller reporting company” and "emerging growth company" in Rule 12b-2 of the Exchange Act. (Check one):
Large accelerated filer ☐ Accelerated filer þ Non‑accelerated filer ☐ Smaller reporting company ☐
Emerging
growth company ☐

(Do not check if a smaller reporting
company)

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act. ☐
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
    Yes ☐   No þ
The aggregate market value of the Registrant’s common stock held by non-affiliates was $271,751,346 on June 30,
2018, computed on the basis of the closing sale price of the Registrant’s common stock on that date.
As of March 1, 2019, the total number of common shares outstanding of Registrant’s common stock was 12,784,444.
Certain information required by Part III of this Form 10-K will be incorporated by reference from the Registrant’s
definitive proxy statement or included in a Form 10-K/A that will be filed not later than 120 days after the end of the
fiscal year ended December 31, 2018.
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PART I

CAUTIONARY NOTE ABOUT FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K (“Annual Report”) contains forward-looking statements within the meaning of
Section 27A of the Securities Act of 1933, as amended, or the Securities Act, and Section 21E of the Securities
Exchange Act of 1934, as amended, or the Exchange Act. These statements are therefore entitled to the protection of
the safe harbor provisions of these laws. 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. We have based these forward-looking statements on our 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 Annual Report 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. Factors that might cause such a difference include, without limitation, the risks
and uncertainties discussed under “Risk Factors” in this Annual Report, and discussed from time to time in our reports
filed with the Securities and Exchange Commission (“SEC”).

Given these risks and uncertainties, you are cautioned not to place undue reliance on such forward-looking statements.
The forward-looking statements included or incorporated by reference into this Annual Report are made only as of the
date hereof. We do not undertake and specifically decline any obligation to update any such statements or to publicly
announce the results of any revisions to any such statements to reflect future events or developments.

ITEM 1.  BUSINESS 

GENERAL

FedNat Holding Company (“FNHC,” the “Company,” “we,” “us,” or “our”) is an insurance holding company that controls
substantially all aspects of the insurance underwriting, distribution and claims processes through our subsidiaries and
contractual relationships with independent agents and general agents.   We, through our wholly owned subsidiaries,
are authorized to underwrite, and/or place homeowners multi-peril (“homeowners”), federal flood and other lines of
insurance in Florida and other states. We market, distribute and service our own and third-party insurers’ products and
other services through a network of independent and general agents.

FedNat Insurance Company (“FNIC”), our largest wholly-owned insurance subsidiary, is licensed as an admitted carrier,
to write specific lines of insurance by the state’s insurance departments, in Florida, Louisiana, Texas, Georgia, South
Carolina and Alabama.  Monarch National Insurance Company (“MNIC”), our other insurance subsidiary, is licensed as
an admitted carrier in Florida. Admitted carriers are bound by rate and form regulations, and are strictly regulated to
protect policyholders. Admitted carriers are also required to financially contribute to the state guarantee fund used to
pay for losses if an insurance carrier becomes insolvent or unable to pay loss amounts due to their policyholders.

Through our wholly-owned subsidiary, FedNat Underwriters, Inc. (“FNU”), we serve as managing general agent for
FNIC and MNIC. MNIC was founded in 2015 through a joint venture. On February 21, 2018, FNIC acquired the
non-controlling interests in MNIC’s indirect parent company, Monarch Delaware Holdings LLC (“Monarch Delaware”)
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from our joint venture partners (see “Monarch National Insurance Company,” below, for more information).
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໿
Year Ended December 31,
2018 2017 2016
(In thousands)

Gross Premiums Written
Homeowners:
Florida $458,652 $482,039 $477,489
Louisiana 36,063 31,312 25,385
Texas 22,492 8,491 —
South Carolina 17,592 10,803 6,531
Alabama 4,890 4,110 3,332
Total homeowners 539,689 536,755 512,737

Personal automobile:
Texas 5,141 19,324 34,239
Georgia 3,078 22,479 31,831
Florida 384 1,265 1,745
Alabama — 437 1,664
Total personal automobile 8,603 43,505 69,479

Commercial general liability 5,384 11,048 13,256

Federal flood 14,088 12,109 10,013
Gross premiums written total $567,764 $603,417 $605,485
໿

Acquisitions and Joint Ventures

Maison Acquisition

On February 25, 2019, the Company executed a definitive agreement for the acquisition of the insurance operations of
1347 Property Insurance Holdings, Inc. ("PIH"). Specifically, the Company will purchase Maison Insurance
Company, Maison Managers, Inc., and ClaimCor LLC (collectively, the "Maison Companies"). The purchase price is
$51.0 million, which includes $25.5 million in cash and $25.5 million in shares of the Company’s common stock.
Additionally, in connection with the pending acquisition, on March 5, 2019, the Company closed on an offering of
$100 million of Senior Unsecured Notes due 2029, which bear interest at the annual rate of 7.5% (the "2029 Notes").
The cash from the offering will be used to purchase the Maison Companies, retire the full $45.0 million of outstanding
debt (thereby lowering our overall cost of borrowing) and other general corporate purposes.

Refer to Note 17 of the notes to our Consolidated Financial Statements set forth in Part II, Item 8. Financial
Statements and Supplementary Data of this Annual Report, for additional information regarding the pending
acquisition, including regulatory and other necessary approval and the potential timing thereof.

Monarch National Insurance Company

In March 2015, we organized MNIC and obtained its certificate of authority to write homeowners property and
casualty insurance in Florida from the Florida Office of Insurance Regulation (the “Florida OIR”). We and Crosswinds
Investor Monarch LP (“Crosswinds Investor”), a wholly-owned subsidiary of Crosswinds Holdings Inc. (“Crosswinds
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Holdings”), a private equity firm and asset manager, each invested $14.0 million for a 42.4% membership interest
(each holding 50.0% of the voting interests in Monarch Delaware). Transatlantic Reinsurance Company (“TransRe”), an
international property and casualty reinsurance company invested $5.0 million for a 15.2% non-voting membership
interest in Monarch Delaware. TransRe also received a six-year promissory note in the principal amount of $5.0
million bearing an annual interest rate of 6.0% payable by Monarch National Holding Company (“Monarch Holding”),
the direct parent of MNIC and wholly-owned subsidiary of Monarch Delaware (together with MNIC and Monarch
Holding, the “Monarch Entities”). Crosswinds AUM LLC (“Crosswinds AUM”) provided investment management
services to the Monarch Entities pursuant to an investment management agreement between the Monarch Entities and
Crosswinds AUM.

-2-
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On November 27, 2017, we entered into a purchase and sale agreement with Crosswinds Investor and TransRe,
whereby we agreed to purchase Crosswinds Investor’s 42.4% Class A membership interest and 50.0% voting interest
for $12.3 million, and TransRe’s 15.2% non-voting membership interest in Monarch Delaware for $4.4 million. We
completed this transaction on February 21, 2018 for the agreed upon purchase price and repaid the outstanding
principal balance and interest due on the $5.0 million promissory note to TransRe. Following the closing, Monarch
Delaware and Monarch Holdings were dissolved and merged into FNIC. With the completion of these transaction,
FNIC owns 100% of MNIC.

Crosswinds AUM continued to serve as a consultant to FNHC for a quarterly fee of $75,000 through December 31,
2018, and a subsidiary of Crosswinds Holdings and TransRe each had a right of first refusal through December 31,
2018 to participate in our catastrophe excess of loss reinsurance program.

Refer to Note 14 of the notes to our Consolidated Financial Statements set forth in Part II, Item 8. Financial
Statements and Supplementary Data of this Annual Report, for additional information regarding the accounting and
consolidation of the joint venture, prior to our acquisition of the non-controlling interest.

Material Distribution Relationships

We are a party to an insurance agency master agreement with Ivantage Select Agency, Inc. (“ISA”), an affiliate of
Allstate Insurance Company (“Allstate”), pursuant to which we have been authorized by ISA to appoint Allstate agents
to offer our homeowners and commercial general liability insurance products to consumers in Florida.

We are a party to a managing general underwriting agreement with SageSure Insurance Managers, LLC (“SageSure”) in
which they underwrite our FNIC homeowners business outside of Florida. 

Executive Offices

Our executive office is located at 14050 N.W. 14th Street, Suite 180, Sunrise, Florida 33323. Our telephone number is
(800) 293-2532.

Available Information

Our internet web site is www.FedNat.com for policy holders, agents and investors. Our annual reports on Form 10-K,
quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to such reports are available, free of
charge, through our website as soon as reasonably practicable after we electronically file or furnish such material to
the SEC. The SEC maintains an internet site that contains reports, proxy and information statements and other
information regarding our filings at www.sec.gov.
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