
Heritage Insurance Holdings, Inc.
1401 N Westshore Blvd,
Tampa, Florida 33607

April 30, 2026

Dear Shareholders,

Heritage has undergone an inten onal and disciplined reshaping of the founda on of our business since I
became CEO at the end of 2020. Since then, the Heritage management team embarked upon a
comprehensive review of our markets, por olio of business, underwri ng standards, and rate adequacy.
From that assessment, we developed several strategic ini a ves aimed at achieving rate adequacy,
selec ve underwri ng and capital realloca on to the products and geographies that deliver the strongest
returns. The goal was to improve pro tability and create long-term shareholder value.

I am pleased with the nancial results that our e orts have achieved. We generated net income of $45.3
million in 2023, $61.5 million in 2024, and $195.6 million in 2025 while delivering a net combined ra o of
96.3%, 94.2%, and 73.1% for the same periods, respec vely. In 2025, we achieved a record return on
average equity of 49.1% and diluted earnings per share of $6.32. Our 2025 performance re ects the
cumula ve e ect of the strategic ini a ves that we expect to maintain as we move forf ward.

Looking ahead, our strategy continues to build on the strong foundation that we have created. First and
foremost, we achieved rate adequacy in more than 90% of the geographies where we operate and they
are currently open for new business. In fact, new business premium production increased over 60% in
the fourth quarter of 2025 as compared to the fourth quarter of 2024.We have also continued to evaluate
new geographies and products that will advance our diversification and expansion efforts. As a result of
that rigorous evaluation process, we plan to enter Texas later in 2026 on an Excess & Surplus Lines basis.
Our production in Texas will focus predominantly on tier one and some tier two geographies and will
leverage our existing agent relationships as well as some new distribution partners. As we have done in
California, which is also written on an Excess & Surplus Lines basis, we will have underwriting and
marketing employees in Texas to stay abreast of the needs and issues in that market. As expected, we
will maintain our focus on underwriting discipline, exposure management, and rate adequacy in our
existing and new geographies. We have a long runway ahead to profitably grow our business and deliver
value to our shareholders.

A major emphasis in 2026 will be the continued enhancement of our data-driven analytics, as well as our
customer service and claims capabilities, building on the improvements already underway to deliver a
more streamlined, transparent experience for agents and policyholders. Throughout 2026, we will
continue leveraging the scale and flexibility of our infrastructure, our talented personnel, systems,



processes, and regional operating model to support sustainable future growth. Fortunately, we have
ample room to grow our business and can choose to be selective across our geographic footprint.

Lastly, reinsurance remains a critical component of our business, and we have maintained a stable
indemnity-based reinsurance program at manageable costs with an excellent panel of highly rated and
collateralized reinsurers. Our catastrophe excess of loss reinsurance program includes traditional
reinsurers and insurance-linked securities (“ILS”), or catastrophe bond markets. We regularly meet with
our reinsurance and ILS partners who continue to support our growth and whom we anticipate will offer
incremental capacity. We also continue to see the benefits of tort reform as industry loss expectations for
Hurricane Milton have been steadily decreasing, largely due to reduced litigation, which benefits not only
us but also our panel of reinsurers and ultimately the consumer. Given the improved litigation
environment in Florida, the lack of catastrophe losses in our markets in 2025, and increased reinsurance
capacity, we are optimistic that reinsurance pricing will continue to improve in 2026. Importantly, we
believe that favorable reinsurance availability and pricing will benefit the Company and our policyholders
since reinsurance cost is a significant component of our rates.

To conclude, we have strong momentum with a positive outlook for both our growth and profitability.
That said, we are not complacent with our results and strive to continuously improve our organization
and operations.

Thank you for your con nued support.We look forwardtosharingourprogressas we advance our strategy
and build on our success.

Sincerely yours,

Ernie Garateix

Chief Executive O cer
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FORWARD LOOKING STATEMENTS

This Annual Repore t on ForFF m 10-K contains forff ward-ldd ooking statements wtt ithin the meaning of the fedff erdd al securities
laws. TheTT se forward-looking statements itt nclude, but are not limited to, statements regare ding: our core strategye and ability to
fully ell xecuee te our business plan; our growth, including by geographic expee ansion, new lines of business, additional policies and
new products and services, compem titive strengths, propro ietary capabia lities, processes and new technology, ryy esults of operations
and liquidity; strategic initiatives and their impact on shareholdel r value, including our intent to foster relationshipsi with large
indepee ndent agencies and other stakeholdel rs; projeo ctions, predictions, expee ectations, estimates or forecasts att s to our business,
financial and operational results and future economic perforff mance; management’s goals all nd objectives, including intentions to
pursurr e certain business, diversifyiff ng the book of business and the handling of co ertain claims; projeo ctions of revenue, earnings,
capia tal structure, reserves and other finff ancial items; assumptions underlyill ng our critical accounting policies and estimates;
assumptions underlyill ng statements regare ding us and our business; our proprietary data analytl ic capabia lities and underwriting
processes with regard to our riski selections; our reinsurance program including capia tal, pricing and contract terms and
conditions; the impacm t of lo egislation; expectations regare ding claims and related expee enses, and our reinsurers’ obligations; our
expectations regae rding our vertical integre ation strategy;gg and other similar expee ressions concerning matters that are not histi orical
facts.tt These forff ward-ldd ooking statements att re subject to riski s akk nd uncertainties that could cause actual results and events to diffei r.
A detdd ailed discussion of these and other risks and uncertainties that could cl ause actual results and events to diffei r materially
from such forward-looking statements itt s ii ncluded throughout this filing and particularl ly in Item 1A: "Ri" ski Factors"rr and Item 7
“ManageMM ment’s Disci ussion and Analysl is of Financial ConCC dition and Results of Operations” set forth it n this Ai nnual Repore t on
Form 10-K. All forff ward-ldd ooking statements itt ncluded in this di ocdd ument are based on infon rmation available to us on the date
hereof aff nd we assume no obligation to revisei or publicly release any revisii on to any such forward-looking statement, et xcepee t as
may oa therwisei be required by lb aw.

These statements are based on current expectations, estimates and projections about the industry arr nd market in which
we operate, and management’s beliefs and assumptions. Without limiting the generality of the forff egoing, words such as “may,”
“will,” “expect,” “believe,” “anticipate,” “intend,” “could,” “would,” “estimate,” or “continue” or the negative variations thereof
or comparable terminology are intended to identify fff orff ward-looking statements. Forward-looking statements are not guarantees
of future performance and involve certain known and unknown risks and uncertainties that could cause actuatt l results to differ
materially from those expressed or implied by such statements. The risks and uncertainties include, without limitation:

• the possibility that actual losses may exceed reserves, which are based on estimates;

• the concentration of our business in coastal states, which could be impacted by hurricane losses or other significant

weather-related events such as northeastern winter storms;

• our exposure to catastrophic weather-related events, including hurricanes and wildfires;

• our failure to adequately assess and price the risks we underwrite;

• the fluctuation in our results of operations, including as a result of factff ors outside of our control;

• increased costs of reinsurance, non-availabia lity of reinsurance, non-collectability of reinsurance and our ability to obtain

reinsurance on terms and at a cost acceptabla e to us;

• inherent uncertainty of our models and our reliance on such models as a tool to evaluate risk;

• increased competition, competitive pressures, industry drr evelopments and market conditions;

• continued and increased impact of abusa ive and unwarranted claims;

• our inability to effeff ctively manage our growth and integrate acquired companies;

• our failure to execute our diversificff ation strategy;

• our reliance on independent agents to write insurance policies forff us on a voluntary brr asis and our ability to attract and

retain agents;
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• the failure of our claims department to effeff ctively manage or remediate claims;

• the failure of policy renewals to meet our expectations;

• our inability to maintain our financial stabia lity rating;

• our ability to access suffiff cient liquidity or obtain additional finff ancing to fund our operations and expand our business;

• our inability to generate investment income;

• effects of emerging claim and coverage issues relating to legal, judicial, environmental and social conditions;

• the faiff lure of our risk mitigation strategies or loss limitation methods;

• lack of effeff ctiveness of exclusions and loss limitation methods in the insurance policies we assume or write;

• the regulation of our insurance operations;

• changes in regulations and our failure to meet increased regulatory rrr equirements, including minimum capital and

surplus requirements;

• climate change, health crisis, severe weather conditions and other catastrophe events;

• litigation or regulatory arr ctions;

• regulation limiting rate increases or that require us to participate in loss sharing or assessments;

• the terms of our indebtedness, including restrictions that limit our flexibility in operating our business, and our inability

to comply with the finff ancial and other covenants of our debt facilities;

• our ability to maintain effeff ctive internal controls over finff ancial reporting;

• certain characteristics of our common stock;

• faiff lure of our information technology systems or those of our key service providers and unsuccessfulff development and

implementation of new technologies, including our updated claims, policy and billing systems;

• a lack of redundancy in our operations; and

• our failure to attract and retain qualifieff d employees and independent agents or our loss of key personnel.

Additional risks and uncertainties not currently known to us or that we currently deem to be immaterial also may
materially adversely affect our business, financial condition or operating results. The forward-looking statements speak only as
of the date on which they are made, and, except as required by law, we undertake no obligation to updau te any forff ward-looking
statement to refleff ct events or circumstances after the date on which the statement is made or to reflect the occurrences of
anticipated events. In addition, we cannot assess the impact of each factor on our business or the extent to which any factor, or
combination of factff ors, may cause actuatt l results to differ materially from those contained in the forward-looking statements.
Consequently, you should not place undue reliance on forward-looking statements.
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PART I

Item 1. Business

Our Business

Heritage Insurance Holdings, Inc. (“we”, “our”, “us”, “Heritage” and the “Company”) is a supeuu r-regional property and
casualty insurance holding company that primarily provides personal and commercial residential insurance through our insurance
company subsidiaries. We are vertically integrated and control or manage substantially all aspects of insurance underwriting,
customer service, financial reporting and actuarial analysis, distribution and claims processing and adjusting. We are led by a
highly experienced and diverse management team with significant expertise in the residential property insurance industry arr nd
deep industry rrr elationships.

Our insurance subsu idiaries include:

• Heritage Property & Casualty Insurance Company (“Heritage P&C”), which provides personal and commercial
residential property insurance and commercial general liabia lity insurance;

• Narragansett Bay Insurance Company (“NBIC”), which provides personal and commercial residential property
insurance; and

• Zephyr Insurance Company (“Zephyr”), which provides personal and commercial residential and wind-only
property insurance in Hawaii.

Our finff ancial strength ratings are important in establa ishing our competitive position and can significantly impact our
ability to write policies. We are rated by both Demotech, Inc. (“Demotech”) and KroKK ll Bond Rating Agency (“KBRA”).
Demotech, a rating agency specializing in evaluating the financial stabia lity of insurers, maintains a letter-scale finff ancial stability
rating system (“FSR”) from A’’ (A double prime) to L (licensed by insurance regulatory arr uthorities). KBRA’s ratings assigned
to insurance companies range from AAA (extremely strong operations to no risk) to R (operating under regulatory srr upervision).

Demotech and KBRA have assigned the following insurance finff ancial strength ratings (“IFSR”) to the Company and
our key operating subsidiaries.

Subsidiary
Demotech
Rating KBRA Rating KBRA Investment Rating

Heritage Insurance Holdings N/A N/A BBB-
Heritage P&C A BBB+ N/A
Zephyr A BBB N/A
NBIC A BBB+ N/A

The KBRA outlook for each entity listed abovea is stable.

We also provide insurance and insurance-related services through the folff lowing operating subsidiaries:

• Osprey Re Ltd. (“Osprey”), our captive reinsurance subsu idiary that may provide a portion of the reinsurance
protection purchased by our insurance company subsu idiaries;

• Heritage MGA, LLC, our managing general agent;

• NBIC Service Company, which provides services to NBIC; and

• Contractors’ Alliance Network, LLC (“CAN”A ), our vendor network manager for claims.

Our Company

Our primary products are personal and commercial residential property insurance. On an admitted basis, we provide
personal residential insurance in fourff teen eastern and gulf states and commercial residential insurance in three of those states.
We also write personal and commercial residential insurance on an admitted basis in Hawaii and on an excess and surplus lines
basis in Califorff nia, Florida, Hawaii, and South Carolina. We are licensed, but inactive, in Pennsylvania.

We conducdd t our operations as a single operating and reporting segment.

p y
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As of December 31, 2025, we had 345,121 personal residential policies in forff ce, representing $1.2 billion of annualized
premium, 3,059 commercial residential policies in forff ce, representing $265.0 million of annualized premium, and 9,095
commercial general liabia lity policies in forff ce, representing $9.3 million of annualized premium, for a total of 357, 275 policies
and $1.4 billion of annualized premium. For the year ended December 31, 2025, we had gross premiums written of $1.4 billion
and operating income of $267.2 million. At December 31, 2025, we had total assets of $2.2 billion and total stockholders’ equity
of $505.3 million.

Our Strategy

Our overall strategy continues to focff us on optimizing our portfolff io of over $1.0 billion in gross premiums written
toward products and geographies that maximize long term returns to our shareholders, while mitigating risk froff m a single or
series of catastrophic weather events. We intend to continue to generate profitaff bla e underwriting results by undertaking the
following:

Sustain the ProPP fio taii bilityii of our PorPP tfolff ioll

We believe that our goal to maintain the profitaff bia lity of our business is achieved through continued disciplined
underwriting, diversificff ation of our book of business, and rate adequacy, as well as maintaining a robust reinsurance program.
The selective underwriting over the last several years has resulted in an intentional decline in policy count for our admitted
personal lines product, while achieving a higher average premium per policy through rate actions. Given our coastal exposure,
which includes exposure to hurricanes and other severe weather events, our reinsurance program provides meaningfulff balance
sheet protection and reduces earnings volatility. We will continue underwriting and adequate rate discipline to maintain the
profitff ability of our business and continuously monitor our portfolff io to manage the risk of wind and other perils as well as the cost
of our reinsurance program.

Optimize Our Reinsurance ProPP gro am

We continue to strategically evaluate our reinsurance program to obtain what we believe to be the most appra opriate
levels and sources of reinsurance, and we trade with high quality reinsurers who are either highly rated or who collateralize our
risk transferff program. Our reinsurance program includes excess of loss, quota share, per risk and facuff ltative coverage. We
believe there is suffiff cient capital to support our reinsurance program and that we have an opportunity to obtain reasonabla e
pricing and contract terms and conditions. We continue to evaluate cost-efficient alternatives to traditional reinsurance, such as
the issuance of catastrophe bonds by Citrusrr Re Ltd. (“Citrusrr Re”), a Bermuda special purposrr e insurer. In addition, each year we
evaluate whether to meet a portion of the reinsurance needs of our insurance company subsu idiaries through the use of our
reinsurance subsidiary, Osprey, which helps to manage our reinsurance expense and reduces our reliance on third-party
reinsurance.

Effiff ciently Mll anMM age Losses and Loss Adjudd stmett nt Expexx nses

We are committed to proactively managing our loss costs through pruderr nt underwriting and in-sourcing critical aspects
of claims adjud sting and remediation services. We have over 250 full-time employees dedicated to claims management. This
includes an in-house insurance legal defenff se team, quality claims examiners, and claims vendor management and mediation
personnel. We have additional fulff l-time employees who take in claim information as well as contracted claims adjud sting and loss
mitigation resources in all states in which we conduct business and deploy those additional resources as needed. Our CANA
subsu idiary provides claims vendor management services and water mitigation services which benefitsff our claims handling
processes. We believe our significant internal and external resources allow us to deliver timely service to our policyholders and
effeff ctively manage claims costs.

gy
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Expanxx d and Cultivate Relationshipsii withi Profesff sional Indepeee ndendd t Agencies

As described in our competitive strengths below, we believe that relationships with profesff sional agencies is an
important component of meeting our sales and underwriting objectives. Continuing to expand and cultivate our relationships
with profesff sional independent agencies that understand our underwriting standards, the value and quality of our customer
service, and claims handling capabilities helps foster a higher quality book of business. We also have establa ished relationships
with auto insurance carriers who package their auto product with our residential property insurance product which provides
diversificff ation opportunit ties.

Developll IT Solutions to More Effeff ctivtt ely Sll erSS vice our CusC tomers

We continuously work to enhance our technology resources in order to better serve our agents and policyholders,
streamline our processes, improve effiff ciency, and leverage new and developing technologies. We have made it a priority to use
consistent policy and claims systems forff our insurance company affiff liates, which provides efficiencies for our personnel as well
as our agency networks. We completed a transition to a new claims system used by each of our insurance company subsu idiaries
during 2023 and began our transition to a new policy and billing system in the third quarter of 2024, which was fully operational
for our personal lines products in 2025. We have begun the development to incorporrr ate our commercial products into the system,
which is expected to be completed durd ing 2026.

Our Competitive Strengths

We believe that our business diversification to date and our ability to capitalize on our future business prospects are a
result of the folff lowing competitive strengths of our business:

Expexx rienced Managea ment Team Withi a Long HisHH tory in the Residendd tial ProPP peo rty Itt nsII urance Market

We have an experienced executive management team led by Ernesto Garateix, Chief Executive Officer, Kirk Lusk,
Chief Financial Offiff cer and a highly experienced and diverse senior management team with significant expertise in the
residential property insurance industry arr nd deep industry rrr elationships. Our former President, Richard Widdicombe, who serves
as Chairman of the Board, also has extensive experience in and an in-depth knowledge of the insurance industry.rr

Strott ng, Cgg onCC servativtt e CapiCC taii l StrSS ucture

As of December 31, 2025, we had stockholders’ equity of $505.3 million and combined statuttt ory srr urplrr us for our three
insurance company subsu idiaries of $392.5 million. Heritage P&C, NBIC and Zephyr each had policyholder surplrr us, as definff ed
by statuttt ory arr ccounting principles, of $251.2 million, $88.5 million and $52.8 million, respectively. The surplrr us for each of our
insurance subsidiaries is in excess of the minimum capital levels required by our insurance regulators and our ratings agencies.

Selectivtt e UndUU erdd writing and Policy Ac cquisiii tioii n CriCC teii ria

We believe our proprietary data analytics capabilities and underwriting processes allow us to make better risk selections
leading to profitabia lity and high levels of policy retention. Our data analytics are embedded in the underwriting process and are
used for new and existing business as well as strategic expansion into new product lines and states.

Unique Claill msii Servicing ModeMM l and Supeu rior Customtt er Service

We believe that the vertical integration of our claims adjud sting and loss mitigation services provides us with a
competitive advantage. Contractor’s Alliance Network (“CAN”AA ) is the Company’s Vendor Management division. Services
performed include sourcing and vetting third-party vendors, negotiating network discounts, reviewing the quality of vendors,
enforcing service level agreements and auditing vendor invoices. Through our management of both claims adjud sting and water
mitigation services, we are generally able to begin the adjud stment and mitigation process in a timely manner, which helps
manage our loss costs. We also believe our unique model provides a supeu rior level of customer service for our policyholders,
enhancing our reputation and increasing the likelihood that our policyholders will renew their policies with us.
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Relationshipsii withi Highlgg y Rll atedtt Reinsurers

We manage our exposure to catastrophic events through, among other things, the purchase of reinsurance. Our
relationships with highly rated reinsurers have developed as a result of our management team’s industry err xperience and our
reputation forff selective underwriting and effeff ctive claims management. Our financial strength, underwriting results and the long-
term relationships between our management team and our reinsurance partners help improve the cost-effeff ctiveness of our
reinsurance program.

Relationshipsii withi Indepeee ndendd t Agents att nd National UndUU erdd writers

We have developed relationships with a large network of independent insurance agents. We have partnerships with
certain large retail agencies which amplify off ur production. We believe we have been able to build this network dued to our
financial stabia lity, disciplined underwriting, claims and mitigation capabilities, customer service, and robust reinsurance
program. We have forged strategic relationships with national insurers and agencies that provides us access to their agent and
production networks. The Products and Distribution section below describes the breadth of our agency network.

Our Competition

The market forff residential property insurance is highly competitive in the states in which we conduct business. We
primarily compete against single state or regional carriers, but also compete to varyirr ng degrees against large national carriers and
state-sponsored homeowners’ insurance entities. We compete forff business on the basis of quality of service, price, financial
strength, types of coverages offered, availabia lity of coverage desired by customers, and commission structurt e. We believe
Heritage differentiates itself froff m many competitors with our service levels, financial resources, including a robust reinsurance
program, streamlined processes, and vertical integration of loss mitigation services. For the year 2024, we ranked in the top 31
writers of homeowners’ insurance business nationwide. Our market share by state varies depending upon our premium volume
and that of competing property insurance writers in those states.

Products and Distribution

Heritage P&C writes personal residential insurance policies through a network of more than 2,500 independent agents
in the states in which it is licensed. Approximately 25% of our voluntary prr ersonal lines policies are written by agents that are
affiff liated with eight large agency networks with which we have entered into master agency agreements. We market and write
commercial residential policies through a network of over 400 independent agents in Florida.

NBIC writes personal residential insurance policies through a network of retail independent agents, wholesale agents
and a partnership with a large direct agency. We maintain master agency agreements with approximately 500 retail independent
agents, representing over 800 agency locations, including several large agency networks. We also distribute indirectly to over
1,900 retail locations through eight wholesale agency relationships. Our three largest independent agency relationships represent
approximately 15% of annualized premiums. Additionally, we have expanded our product offering to include commercial
residential products in New Jersey and New York on an admitted basis and recently in Hawaii on surplus lines basis.

Zephyr writes personal residential insurance policies through a network of over 60 independent agencies in Hawaii.
Approximately 52.0% of our premium is written by agents that are affiff liated with three large agency networks with which we
have entered into master agency agreements.
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Our Markets

The folff lowing charts depict the geographic distribution of our in-force premium as of December 31, 2025 and 2024,
respectively. Our in-force premium continues to be diversified, which is consistent with our strategy to allocate capital to
products and geographies that maximize long-term returns.

Note: *** Other includes AL, DE, GE A,GG MD, MS,MM NC and VA
CGL =GG commercial general liability
CRES = commercial residendd tial insurance

Underwriting

Our management establishes underwriting criteria forff policies we accept. Our underwriting process is generally
automated with predetermined criteria programmed into our policy system to ensure consistency, effiff ciency, and compliance
with our underwriting standards. However, certain policies have characteristics which require an independent review by our
underwriters. Our underwriters evaluate and accept only those risks that they believe will enable us to achieve an underwriting
profit.ff To achieve underwriting profitabia lity on a consistent basis, we focus on (1) the suitabia lity of the risk to be assumed or
written, (2) the adequacy of the premium with regard to the risk to be assumed or written and (3) the geographic distribution of
existing risk relative to the risk to be assumed or written.

All of our underwriting is performed internally. The underwriting team includes actuatt rial staff,ff underwriters, our risk
management team, and product development personnel. Our underwriting team leverages our proprietary data analytics, which
include a number of automated processes, to analyze a number of risk evaluation factff ors, including the age, construcrr tion,
location and value of the residence, premiums to be received froff m insuring the residence, geographic concentrations of policies
and the cost of reinsurance. The underwriting criteria that we consider continues to evolve with our business and strategy.

We also review our expiring policies to determine if those risks continue to meet our underwriting guidelines. If a given
policy no longer meets our criteria, we will take appropriate action, including raising rates, or, to the extent permitted by
applicable law, not offeff ring to renew the policy.

Policy Administration

We utilize web-based software solutions and insurance personnel to perform policy administration services, including
processing, billing and policy maintenance. The software is able to adapt to a variety of forff ms and rates, handle the
administration of our policy volume, and provides detailed inforff mation abouta our book of business to our internal underwriters
so that they can adjud st our underwriting criteria, as necessary. The systems also allow us to provide renewal notices, late
payment notices, cancellation notices, endorsements and policy documents to our customers on a timely basis.

g
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Claims Administration

We closely manage all aspects of the claims process, from processing the initial claim submu ission to providing
remediation services, through CAN,A our wholly-owned subsu idiary vendor management company which sources preferred
vendors. Claims from policyholders are reviewed by our managers and staff adjud sters, who assess the extent of the loss, which
may include thorough on-site investigations, and determine the resources needed to adjud st each claim. Our claims are generally
adjud sted by our staff cff laims professionals, except in the case of a majoa r catastrophic event for which we bolster our resources by
contracting with several large national claims adjusting firff ms and experienced independent contractors to assist with the
increased volume of claims and ensure timely responses to our policyholders. We believe our approach to claims handling results
in a higher level of customer service and reduces our losses and loss adjustment expense.

To encourage our Florida policyholders to allow us to manage their claims from beginning to end, we developed a
program that provides participating customers with a 10% discount on their claim deductible, and gives us control over
inspection, claims adjud sting and repair services.

Loss and Loss Adjustment Expense Reserves

Our liabia lity for losses and loss adjud stment expenses represents our estimated ultimate liabia lity of (i) claims that have
been incurred and reported, but not yet paid (case reserves), (ii) claims that have been incurred but not yet reported to us
(“IBNR”), and (iii) loss adjud stment expenses (“LAE”) which are intended to cover the cost of settling claims, including
investigation and defense of lawsuits resulting froff m such claims.

Considerable time can pass between the occurrence of an insured loss, the reporting of the loss, and the payment of that
loss. Our liabia lity for losses and LAE, which we believe represents the best estimate at a given point in time based on factff s,
circumstances and historical trends then known, may necessarily be adjud sted to reflect additional factff s that become availabla e
during the loss settlement period. We continually review and adjust our estimated losses as necessary based on industryrr
development trends, evolving claims experience and new information obtained.

For a discussion and summary of the activity in the liabia lity for losses and LAE forff the years ended December 31, 2025,
2024 and 2023, Referff to Note 13 “Reserve forff Unpain d Losses” to our consolidated financial statements under Item 8 of this
Annual Report on Form 10-K.

Technology

Technology is an integral part of our organization and makes us more efficient, cost-effective and customer-centric. Our
business depends upon the development, implementation and use of integrated technology systems to automate various processes
such as underwriting, claims processing, billing and customer service. This leads to improved efficiency, reducdd ed errors and
faster turnaround times. These systems have enabled us to offer more personalized experience and better service to both our
agents as well as our customers. Our technology platform has streamlined our various business processes making them fasff ter and
more effiff cient across our multi-state insurance business. The technology platform is supporu ted by a robust enterprrr ise data
warehouse and analytics platforff m that provides key performance indicator measurements and actionabla e insights forff our
management, at the same time supporu ting all of our regulatory crr ompliance reporting needs.

We license policy, billing and claims administration and catastrophe modeling softwff are froff m third parties. We also own
or license other technology systems used by our insurance company affiff liates. Many of our technology platforms runrr on cloud-
based solutions, and some run on servers hosted in a data center. All of our platforms are resilient and have disaster recovery
backupskk .

j p
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Reinsurance

In order to limit our potential exposure to individual risks and catastrophic events, we purchase significant reinsurance
from third party reinsurers. Purchasing reinsurance is an important part of our risk strategy, and premiums ceded to reinsurers is
one of our largest costs. Reinsurance involves transferring, or “ceding”, a portion of the risk exposure on policies we write to
another insurer, known as a reinsurer. To the extent that our reinsurers are unabla e to meet the obligations they assume under our
reinsurance agreements, we remain liabla e forff the entire insured loss.

We have strong relationships with reinsurers, which we attribute to our management’s industry err xperience, disciplined
underwriting, and claims management capabilities. For each of the twelve month periods beginning June 1, 2025 and 2024, we
purchased reinsurance froff m the following sources: (i) the Florida Hurricane Catastrophe Fund, a state-mandated catastrophe fund
(“FHCF”) for Florida admitted market policies only and for which we elected to participate at 90%, (ii) private reinsurers, all of
which were rated “A-” or higher by A.M. Best Company, Inc. (“A.M. Best”) or Standard & Poor’s Financial Services LLC
(“S&P”) or were fulff ly collateralized, (iii) Citrusrr Re, a special purposrr e vehicle through which our insurance company affiff liates
have sponsored catastrophe bonds, and (iv) our captive reinsurance subsu idiary, Osprey. In addition to purchasing catastrophe
excess of loss reinsurance, we also purchase quota share, property per risk and facuff ltative reinsurance. Our quota share
programs, which currently apply to certain NBIC business only, limit our exposure to catastrophe and non-catastrophe losses
and provide ceding commission income. Our per risk programs limit our net exposure in the event of a severe non-catastrophe
loss impacting a single location or risk. We also utilize facuff ltative reinsurance to suppluu ement our per risk reinsurance program
where our capaa city needs dictate.

Our reinsurance agreements are prospective contracts. We record an asset, prepaid reinsurance premiums, and a
liability, reinsurance payabla e, for the entire contract amount upon commencement of our new reinsurance agreements. We
generally amortize our catastrophe reinsurance premiums over the 12-month contract period beginning on June 1 on a straight-
line basis. Our quota share, per risk and facff ultative reinsurance is amortized over the 12-month contract period and may be
purchased on a calendar or fisff cal year basis.

Our insurance regulators require all insurance companies, like us, to have a certain amount of capital and reinsurance
coverage in order to cover losses and loss adjud stment expenses upon the occurrence of a catastrophic event. Our reinsurance
program provides reinsurance which meets or exceeds our state regulator requirements, which are based on the probabla e
maximum loss that we would incur from an individual catastrophic event estimated to occur once in every 100 years based on
our portfolff io of insured risks. The nature, severity and location of the event giving rise to such a probabla e maximum loss diffeff rs
for each insurer depending on the insurer’s portfolff io of insured risks, including, among other things, the geographic
concentration of insured value within such portfolff io. As a result, a particular catastrophic event could be a one-in-100-year loss
event forff one insurance company while having a greater or lesser probabia lity of occurrence forff another insurance company. We
also purchase reinsurance coverage to protect against the potential forff multiple catastrophic events occurring in the same year.
We share portions of our reinsurance program coverage among our insurance company affiliates.

We are responsible for all losses and loss adjud stment expenses in excess of our reinsurance program. For second or
subsu equent catastrophic events, our total availabla e coverage depends on the magnitude of the firff st event, as we may have
coverage remaining froff m layers that were not previously fully exhausted.

In the fouff rth quarter of 2022 we re-estimated our ultimate losses forff Hurricane Irma, which strucrr k Florida in 2017. As a
result of that re-estimation, Heritage exhausted the private layers of reinsurance specific to Hurricane Irma but had a 45%
participation in the FHCF limit remaining. As further described in Note 13 Reserve forff Losses, the Company's 2017 reinsurance
agreement with the FHCF was commuted durdd ing the third quarter of 2023. This commutation process resulted in a final
determination of and payment forff known, unknown or unreported claims relating to Hurricane Irma. Accordingly, should futff urtt e
re-estimations to Hurricane Irma losses increase the expected loss reserves, all of the increase will be retained.

For the contract period ending May 31, 2026, our insurance company subsu idiaries purchased an aggregate of $3.75
billion of catastrophe excess of loss reinsurance from the sources described abovea . There is no single reinsurer representing more
than 10% of the limit purchased for our program other than the FHCF.
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The chart below lists our third-party reinsurers with A.M. Best and S&P ratings as of December 31, 2025. To the extent
a reinsurer is not rated, the reinsurance program is fully collateralized as indicated below. Refer to Note 12 “Reinsurance” to our
consolidated financial statements under Item 8 of this Annual Report on Form 10-K.
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Reinsurer A.M. Best Rating S&P Rating
ACE Property and Casualty Insurance Company Through Chubb Tempest Re USA, LLC A++G AA
Aeolus Re Ltd./Keystone PF Segregated Account Collateralized Collateralized
Allianz Risk Transferff AG A+ AA-
American Agriculture Insurance Company NA R
Arch Reinsurance Company A+ Ag A-
Arch Reinsurance Limited A+ g AA-
Arch Reinsurance Limited (obo Securis ILS Management Ltd) A+ A+
Ariel Re Bda Limited/Lloyd's Syndicate 1910 AA A-
Ascot Bermuda Limited A A+ A-
Ascot Underwriting Inc. forff and on behalf of Lloyd's Syndicate No. 1414 A+ AA-
Aspen American Insurance Company A g A-
Berkley Re America A+ A+
Chaucer Insurance Company DAC (Bermuda) A Ag
Chubb Tempest Reinsurance Ltd. A+ A+ A
Convex North America Insurance Services LLC for and on behalf of Convex Insurance UK
Limited A Ag
D.E. Shaw Re (Bermuda) Ltd., Bermuda Collateralized Collateralized
DaVinci Reinsurance Limited (through Renaissance Underwriting Managers) A g A+
Endurance Assurance Corporr ation A+UG A+
Everest Reinsurance Company A+ g A+
Group Ark Insurance Limited A g 0
Hannover RueR ck SE (Obo Aeolus Re Ltd) A+ AA-
Hannover RueR ck SE (obo Eskatos Capital Management) A+ AA-
Hannover RueR ck SE (obo Pillar Capital Management) A+ AA-
Hannover RueR ck SE (obo Pillar Capital Management) A+ AA-
Hannover RueR ck SE (obo Securis) A+ AA-
Hannover RueR ck SE (obo Securis) A+ AA-
Hiscox Insurance Company (Bermuda) Limited A g A
Houston Casualty Company (UK Branch) A++ g A+
Insurance Company of the West A p NR
International General Insurance Company Limited A g A-
IQUW Re Bermuda A AA-
Lancashire Insurance Company Limited A g A
Liberty Specialty Markets Europe Two S.a.r.l (Paris)/Lloyd's Syndicate 4472 A AA-
Lloyd's Syndicate 0033 (HIS) A AA-
Lloyd's Syndicate 1084 (CSL) A AA-
Lloyd's Syndicate 1947 (GIC) A+ AA-
Lloyd's Syndicate 2010 (MMX) A+ AA-
Lloyd's Syndicate 2623 (AFB) A AA-
Lloyd's Syndicate 4020 (ARK) A AA-
Lloyd's Syndicate 4444 (CNP) A AA-
Munich Reinsurance America, Inc. A+ g AA
Nautical Management Ltd./Markel Bermuda Limited A A
Odyssey Reinsurance Company A+ A+
Renaissance Reinsurance Ltd. A+ A+
SCOR Reinsurance Company A g A+
Shelf Opco Bermuda Limited forff and on behalf of Lloyd’s Syndicate 3123 A+ AA-
Shelf Opco Bermuda Limited/Fidelis Insurance Bermuda Ltd A g A-
Sompo US (Endurance Assurance Corporr ation) A+ ug A+
Swiss Reinsurance America Corporr ation A+ g AA-
Taiping Reinsurance Company Limited A A
The Cincinnati Insurance Company A+ A+
Topsail Reinsurance SPC, Ltd. NR NR
Transatlantic Reinsurance Company A++ AA+
Vermeer (through Renaissance Underwriting Managers) A NR
XL Reinsurance America Inc. A+ g AA-
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Investments

Our investments are managed by a third-party asset manager. We have designed our investment policy to provide a
balance between current yield, conservation of capital and the liquidity requirements of our operations. As such, our invested
assets are primarily held in cash and bonds of high credit quality with relatively short durd ations. Our investment policy sets
guidelines that provide forff a well-diversifieff d investment portfolff io that is compliant with insurance regulations applicable to the
states in which we operate. Our investment objectives include liquidity, safetff y and security of principal, and returtt ns. The
investment policy limits investments in common and preferff red stocks and requires a minimum weighted average portfolff io
quality of A forff our bond portfolff io with an overall duration of three to five years. No more than 2% of admitted assets can be
invested in any one issuer, with slightly higher limits for highly rated securities, excluding government-related securities.
Investments in commercial mortgages cannot exceed 10% of admitted assets. Prohibited investments include short sales and
margin purchases, oil, gas, mineral or other types of leases, speculative uses of futff urtt es and options, unrated corporate securities,
non-US denominated securities, convertible securities, high risk CMO instrumrr ents, repurchase agreements, securities lending
transactions and speculative forff eign currency valuation transactions. Our investment policy, which may change from time to
time, is appraa oved by our Investment Committee and is reviewed on a regular basis in order to ensure that our investment policy
evolves in response to changes in the financial markets. Referff to Note 2 “In“ vestments” to our consolidated financial statements
under Item 8 of this Annual Report on Form 10-K.

As of December 31, 2025, we held $559.3 million in cash and cash equivalents and $715.6 million in investments,
which were comprised of $713.2 million in fixff ed maturity securities, $1.0 million in common stock and $1.3 million in other
invested assets. Of the $715.6 million of fixff ed maturity securities, $4.2 million of U.S. government agency securities were
pledged to the Federal Home Loan Bank-Des Moines (“FHLB-DM”) in connection with FHLB loans to Zephyr Insurance
Company. Refer to Note 14 “Long-Term Debt” to our consolidated financial statements under Item 8 of this Annual Report on
Form 10-K.

Seasonality of our Business

Our insurance business is seasonal; hurricanes typically occur durdd ing the period from June 1 through November 30 and
winter storms generally impact the first and fourth quarters, while hail and severe convective storms typically occur in the first
and second quarters. Wildfires in the State of Califorff nia could occur throughout the year. Because our catastrophe reinsurance
program commences on June 1 annually, any variation in the cost of our reinsurance, whether duedd to changes to reinsurance rates
or changes in the total insured value of our policy base, will be incurred over the twelve month period beginning with that date
subju ect to certain adjustments.

Government Regulation

The insurance industry irr s extensively regulated. Our insurance company subsidiaries are subject to the laws and
regulations of the states in which they conduct business. The insurance regulatory srr tatutes and rules provide for regulation of
virtuatt lly all aspects of the business of insurance companies. The states in which we conduct business, like many states, have
adopted several model laws and regulations as promulgated by the National Association of Insurance Commissioners (“NAIC”).
State statutes and administrative rulrr es generally require each insurance company that is part of a holding company group to
register with the department of insurance in its state of domicile and to furff nish information concerning the operations of the
companies within the holding company system which may materially affeff ct the operations, management or finff ancial condition of
the insurers within the group. As part of its registration, each insurance company must identify mff aterial agreements, relationships
and transactions with affiff liates, including without limitation loans, investments, asset transfers, transactions outside of the
ordinary course of business, certain management, service, and cost sharing agreements, reinsurance transactions, dividends and
consolidated tax allocation agreements. In some instances, individual state insurance laws and regulations are even more
stringent than those promulgated by the NAIC or other states.
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We are subject to regulations administered by a department of insurance in our states of domicile as well as in each state
in which we conduct business. These regulations relate to, among other things:

• the content and timing of required notices and other policyholder inforff mation;

• the amount of premiums the insurer may write in relation to its surplus (writing ratios);

• the amount and naturtt e of reinsurance a company is required to purchase;

• participation in guaranty fundsff and other statuttt orily created markets or organizations;

• business operations and claims practices;

• approval of policy forff ms and premium rates;

• standards of solvency, including risk-based capital measurements;

• licensing of insurers and their products;

• restrictions on the naturt e, quality and concentration of investments;

• restrictions on the abia lity of insurance company subsu idiaries to pay dividends to insurance holding companies;

• approval of and restrictions on transactions between insurance companies and their affiff liates;

• restrictions on the size of risks insurabla e under a single policy;

• requiring deposits for the benefit of policyholders;

• requiring certain methods of accounting;

• periodic examinations of our operations and finff ances;

• the forff m and content of records of financial condition required to be fileff d; and

• requiring reserves.

Various regulatory arr nd legislative bodies have adopted or proposed new laws or regulations to address the cyclical
nature of the insurance industry,rr catastrophic events and insurance capacity and pricing. These regulations include (i) the
creation of “market assistance plans” under which insurers are induced to provide certain coverages, (ii) restrictions on the
ability of insurers to rescind or otherwise cancel certain policies in mid-term or to non-renew policies at their scheduled
expirations, (iii) advance notice requirements or limitations imposed for certain policy non-renewals, (iv) limitations upon
increases or decreases in rates permitted to be charged, (v) expansion of governmental involvement in the insurance market and
(vi) increased regulation of insurers’ policy administration and claims handling practices. Further, regulatory arr uthorities have
relatively broad discretion to impose finff es, sanctions, and other penalties, and to deny or revoke licenses forff various reasons,
including the violation of regulations. In some instances, we folff low practices based on our interpretations of regulations or
practices that we believe may be generally followed by the insurance industry.rr These practices may turt n out to be different from
the interprrr etations of regulatory arr uthorities. If we do not have the requisite licenses and approvals or do not comply with
applicable regulatory rrr equirements, insurance regulatory arr uthorities could preclude or temporarily suspend us froff m carrying on
some or all of our activities or otherwise penalize us.

Our insurance subsu idiaries are subject to risk-based capital standards and other minimum capital and surplus
requirements imposed under appaa licable state laws. The risk-based capital standards, based uponu the Risk-Based Capital Model
Act adopted by the NAIC, require our insurance subsidiaries to report the results of risk-based capital calculations to state
regulators and the NAIC. These risk-based capital standards provide for diffeff rent levels of regulatory arr ttention depending upon
the ratio of an insurance company’s total adjusted capital, as calculated in accordance with NAIC guidelines, to its authorized
control level risk-based capital. Authorized control level risk-based capital is determined using the NAIC’s risk-based capital
formula, which measures the minimum amount of capital that an insurance company needs to support its overall business
operations.
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The Florida Offiff ce of Insurance Regulation (“FLOIR”), the state insurance regulator in one of our states of domicile,
imposed certain solvency related requirements as a condition of receiving a certificff ate of authority for Florida domestic insurers,
such as our Florida insurance company subsidiary. Finally, our insurance company affiff liates are subju ect to state statutes,
regulations and consent orders setting conditions related to various transactions, including intercompany transactions. In some
instances, our insurance company affiff liates are subju ect to consent orders governing the outcomes of finff ancial or market conduct
examinations. We are in full compliance with all consent orders.

Examinatiott ns

State regulators in those jurisdiction where we are or may become licensed to do business conduct periodic
examinations of the affairs of insurance companies and require the filinff g of annual and other reports related to finff ancial
condition, holding company issues and other matters. These regulatory authorities also conduct periodic examinations into
insurers’ business practices. Additionally, we are subju ect to assessments levied by governmental and quasi-governmental entities
from the states in which we conduct business. Generally, other state regulators deferff to the state insurance regulator in our states
of domicile. However, any state insurance regulator in a state where we conduct business has the discretion to conduct
examinations to determine compliance with applicable state insurance laws and regulations. The scope of such examinations
varies and may include a review of forff ms, disclosures, marketing, sales practices, claims processes, underwriting, and various
other practices and procedurdd es. Upon the conclusion of the examination, state regulators will issue a report or order with findings
and may make the examination reports publicly availabla e.

Insurance HolHH dill ngii Companyn

The Company is also subju ect to insurance holding company laws in the states of domicile of our insurance company
affiff liates. As part of our obligations under appa licable insurance holding company laws, we are required to fileff certain information
with state insurance regulators in Florida, RhodeRR Island, and Hawaii, who may require us to file information regarding capital
structurtt e, financials, operations, and ownership. These state insurance regulators must also appra ove any transactions between the
Company and our affiff liate entities.

Privacy ac nd Cybersecurityii Regue lations and Oversightgg

We are subject to numerous federal and state insurance regulations that impose significant requirements and standards
for protecting personally identifieff d inforff mation of insurance company policyholders, employee and other individuals.

Federal Regulatl ion

The fedff eral Gramm-Leach-Bliley Act ("GBLA") requires finff ancial institutions, including insurers, to protect the privacy
of non-public information, to restrict use of such inforff mation and disclosure to non-affiff liated third parties, and to provide notices
to customers regarding use of their non-public personal inforff mation and an opportunity to “opt out” of certain disclosures. State
departments of insurance and certain federal agencies adopted implementing regulations as required by fedff eral law. In addition,
SEC rulrr es require disclosure regarding cybersecurity oversight and incidents.
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State Laws aw nd Regue lations

For the past few years, state insurance regulators have focused increasing attention on cybersecurity. As an example, we
are required to maintain a cybersecurity program, incident response plan and information technology system safeguards that
protect customer information under extensive cybersecurity regulations adopted by a number of states based on the insurance
data security model issued by the National Association of Insurance Commissioners (“NAIC”). In addition, state insurance
regulators focff us significant attention on data security during finff ancial exams, and the NAIC has strengthened and enhanced the
cybersecurity guidance included in its handbook for state insurance examiners. Additional state laws outside of the insurance
industry irr mpose notificff ation requirements in the event of cybersecurity breaches affeff cting their residents. On the privacy front,
we anticipate continued focff us on new regulatory arr nd legislative proposals at the state and federal levels that may further regulate
practices regarding privacy and security of personal inforff mation. However, we note that in many instances we will be exempt
from comprehensive state privacy laws as a finff ancial institution regulated under the GBLA. We continue to assess the
applicability of this exemption to the Company in light of our operations so as to stay vigilant of new compliance requirements
under appla icable privacy laws.

Human Capital

Growth and Developmll ent

At December 31, 2025, we had 542 full-time and part-time employees. We do not have collective bargaining
agreements relating to any of our associates. Our employees are our most valuable asset, and we are committed to building a
workforce that supports each employee’s unique profesff sional journey. We believe having an inclusive work environment, which
not only drives engagement but fosters innovation, is critical to driving growth. Our business results depend in part on our ability
to successfulff ly manage our human capital resources, including attracting, identifyiff ng and retaining key talent. We remain
focused on employee development though training opportunities, including courses which provide insurance designations, and
other employee engagement activities. Our performance management and other processes are intended to align associate
aspirations, interests, performance, and experiences with the talent needs that supports a healthy working environment forff the
success of our business. Managers and associates conduct periodic check-in discussions to encourage continuous performance
feedbadd ck and improvement. These discussions also act to hold leaders accountable for creating an associate development culture.

We are committed to the health and safetff y of our employees, which is critical to our success. We provide our employees
with access to a variety of innovative, flexible and convenient health and wellness programs. These programs are designed to
supporu t employees' physical and mental health by providing tools and resources to help them improve or maintain their health
statustt and encourage engagement in healthy behaviors. We provide competitive compensation and benefits as well as a 401(k)
plan with employee matching opportunities, healthcare and insurance benefitsff , health savings and fleff xible spending accounts,
telemedicine, paid time off iff ncluding volunteer time off,ff family leave, employee assistance programs and free education, training
and development programs.

We are committed to the wellness of our employees and our community and as part of that commitment we have
volunteer programs to support our local community’s wellness which provides our employees paid time off tff o volunteer to
Heritage-sponsored volunteer opportunities.

Available Inforff mation

We make availabla e freff e of charge on our investor website, investors.heritagepci.com, all materials that we file
electronically with the Securities and Exchange Commission (“SEC”), including our annual report on Form 10-K, quarterly
reports on Form 10-Q, current reports on Form 8-K and amendments to those reports, fileff d or furff nished pursuant to Section 13(a)
or 15(d) of the Securities Exchange Act of 1934, as amended, as soon as reasonabla y practicable afteff r electronically filing such
materials with, or furff nishing them to, the SEC. During the period covered by this Form 10-K, we made all such materials
availabla e through our website as soon as reasonabla y practicable afteff r filinff g such materials with the SEC. To access these filings,
go to the Company’s website at https://investors.heritagepci.com and under the “Investors” heading, click on “Financial
Information” then “SEC Filings”.

p
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The SEC maintains an Internet website, www.sec.gov that contains reports, proxy and inforff mation statements and other
information that we fileff electronically with the SEC. Our principal corporrr ate offices are located at 1401 N. Westshore Blvd.,
Tampa, Florida, 33607.
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Item 1A. Risk Factors

Set forff th below are certain riski factors trr hat could hl arm our business, results of operations and financial condition. You
should cl arefulff ly read the folff lowing riski factors,rr together with the finff ancial statements,tt related notes and other inforff mation
contained in this Ai nnual Repore t on ForFF m 10-K. Our business, financial condition and operating results may sa uffeff r if ai ny of the
following risks are realized. Idd f aII ny of these risks or uncertainties occur, the trading price of oo ur common stock could decldd ine and
you mightgg lose all or part of yo our investment. This Annual Repore t on ForFF m 10-K contains forward-looking statements ttt hat
contain risks and uncertainties. Please Refee r to the disci ussion of “ForFF ward-Ldd ooking StaSS tements”tt of this Annual Repore t in
connection with your considerdd ation of to he riski factors arr nd other important factors trr hat may aa ffea ct future results described herein.

Risks Related to Our Business

Our losll s reserves are estimatt tes and may ba e inaii dequate ttt o ctt over our actual liall bilityii for losll ses, causing our resultsll of
operatiott ns to be adverserr ly affeff ctedtt .dd

We maintain reserves to cover our estimated ultimate liabia lities forff losses and loss adjud stment expenses, also referff red to
as loss reserves. Our loss reserves are based primarily on our historical data and statistical projections of what we believe the
resolution and administration of claims will cost based on factff s and circumstances then known to us. Our claims experience and
our experience with the risks related to certain claims is inherently limited. We use company historical data to the extent it is
availabla e and rely on industry hrr istorical data which may not be indicative of futff urtt e periods. As a result, our projections and our
estimates may be inaccurate, which in turn may cause our actuatt l losses to exceed our loss reserves. If our actuatt l losses exceed
our loss reserves, our financial results and our ability to expand our business and to compete in the property and casualty
insurance industry mrr ay be negatively affected.

Factors that affect unpaid losses and loss adjud stment expenses include the estimates made on a claim-by-claim basis
known as “case reserves” coupled with bulk estimates known as “incurred but not yet reported” (or “IBNR”). Periodic estimates
by management of the ultimate costs required to resolve all claims are based on our analysis of historical data and estimations of
the impact of numerous factors such as (i) per claim information, (ii) industry arr nd company historical loss experience and
development patterns, (iii) legislative enactments, judicial decisions, legal developments in the awarding of damages and
changes in political attitudes, and (iv) trends in general economic conditions, including the effects of inflaff tion. Management
revises its estimates based on the results of its analysis. This process assumes that past experience, adjud sted for the effeff cts of
current developments and anticipated trends, is an appra opriate basis forff estimating the ultimate resolution of all claims. There is
no precise method for subsequently evaluating the impact of any specific factff or on the adequacy of the reserves because the
eventual redundancy or deficff iency is affectff ed by multiple factors.

Because of the inherent uncertainties in the reserving process, we cannot be certain that our reserves will be adequate to
cover our actual losses and loss adjud stment expenses. If our reserves for unpaid losses and loss adjud stment expenses are less than
actuatt l losses and loss adjud stment expenses, we will be required to increase our reserves with a corresponding reduction in our net
income in the period in which the deficff iency is identifieff d. Future loss experience subsu tantially in excess of our reserves for
unpaid losses and loss adjud stment expenses could substantially harm our results of operations and finff ancial condition.

We have exposxx ure to utt npredictabltt e cll atastt trophes thatt t are more pronounced because a large portion of oo ur insurance
busineii ss is conducted in cii oastal states, which expee osure can materiallyll and adverserr ly affeff ct our finff ancial results.

We write insurance policies that cover homeowners, condominium owners and commercial residential buildings for
losses that result froff m, among other things, catastrophes. We are therefore subju ect to losses, including claims under policies we
have assumed or written, arising out of catastrophes that may have a significant effect on our business, results of operations and
financial condition. A significant catastrophe, or a series of catastrophes, could also have an adverse effect on our reinsurers.
Catastrophes can be caused by various events, including hurricanes, severe convective storms, tropical storms, snowstorms,
tornadoes, earthquakes, hailstorms, explosions, power outages, firff es (including wildfires) and by man-made events, such as
terrorist attacks. Climate change, to the extent it produces extreme changes in temperatures and changes in weather patterns,
could affect the freff quency or severity of weather-related catastrophes. The incidence and severity of catastrophes are inherently
unpredictable. The extent of losses froff m a catastrophe is a funff ction of both the total amount of insured exposure in the area
affeff cted and the severity of the event.
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As of December 31, 2025, nearly all of our premium in forff ce related to business in coastal states, which are especially
subju ect to adverse weather conditions such as hurricanes, tropical storms, and winter storms. We also have in-force premiums
from policies in the State of Califorff nia, which was impacted by wildfires durd ing the first quarter of 2025 for which our incurred
losses of reinsurance approximated $32.0 million forff the calendar year 2025. A single catastrophic event, or a series of such
events, destrucrr tive weather patterns, general economic trend, regulatory drr evelopment or other condition specifically affeff cting the
states in which we conduct business, particularly the more densely populated areas of those states, could have a
disproportionately adverse impact on our business, financial condition and results of operations. Therefore, although we attempt
to manage our exposure to catastrophes through our underwriting process and the purchase of reinsurance protection, an
especially severe catastrophe or series of catastrophes could exceed our reinsurance protection and may have a material adverse
impact on our results of operations and finff ancial condition. As further described in Note 13 Reserve forff Losses, the Company's
2017 reinsurance agreement with the FHCF was commuted durdd ing the third quarter of 2023. This commutation process resulted
in a finff al determination of and payment forff known, unknown or unreported claims relating to Hurricane Irma. The finff al amount
paid by the FHCF could vary frr roff m the Company’s futff urt e estimation of losses to have been recovered froff m the FHCF.
Accordingly, should futff urtt e re-estimations to Hurricane Irma losses increase the expected loss reserves, all of the increase would
be retained.

In total, for the period from June 1, 2025 through May 31, 2026, we have purchased an aggregate limit of $3.75 billion
of catastrophe reinsurance coverage for Heritage P&C, Zephyr, and NBIC, forff multiple catastrophic events. Our abia lity to access
this coverage, however, is subject to the severity and freff quency of such events. We may experience significant losses and loss
adjud stment expenses in excess of our retention or experience multiple retentions for a series of catastrophic events in a single
season, which could materially and adversely affect our financial results.

Our success depdd ends on our abilityii to adequateltt y all ssess riskii and set premiums accordindd gly,ll and our failure to do so
could all ffa ectff the growth ott f oo ur busineii ss and adverserr ly impact our finaii ncial resultsll .

Our results of operations and finff ancial condition depend on our ability to underwrite and set premium rates accurately
for a wide variety of risks. Rate adequacy is necessary to generate sufficient premiums to pay losses, loss adjud stment expenses,
reinsurance costs and underwriting expenses and to earn a profit.ff In order to price our products accurately, we must collect and
properly analyze a substantial amount of data; develop, test and appla y appra opriate rating forff mulas; closely monitor and timely
recognize changes in trends; and project both severity and freff quency of losses with reasonabla e accuracy. Our ability to
successfulff ly perform these tasks, and as a result price our products accurately, is subject to a number of risks and uncertainties,
some of which are outside our control, including:

• the availabia lity of sufficient reliabla e data and our ability to properly analyze availabla e data;

• regulatory drr elays in appraa oving filed rate changes;

• the uncertainties that inherently characterize estimates and assumptions;

• inflationary pressures on labor and materials, including supplu y chain disruptrr ions;

• our ability to stay competitive as evolving competitive technologies emerge such as artificff ial intelligence
(“AI”) and machine learning to make pricing, underwriting, or other decisions;

• our selection and application of appra opriate rating and pricing techniques;

• the effect of climate change on frequency and severity of insured events froff m severe weather;

• changes in legal standards, claim resolution practices, and restoration costs; and

• legislatively imposed consumer initiatives

In addition, we could underprice risks, which would negatively affect our profitff margins. We could also overprice risks,
which could reducdd e the number of policies we write and our competitiveness. In either event, our profitaff bia lity could be
materially and adversely affected.
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Our resultsll of operations may fa luff ctuate signi ificff antly based on industrytt factortt s.rr

The insurance business historically has been a cyclical industry crr haracterized by periods of intense price competition
due to excess underwriting capacity, as well as periods when shortages of capacity permitted an increase in pricing. As premium
levels increase, there may be new entrants to the market, which could then lead to increased competition, a significant reducdd tion
in premium rates, less favff orable policy terms and fewff er opportunities to underwrite insurance risks, which could have a material
adverse effect on our results of operations and cash floff ws. In addition to these considerations, changes in the frequency and
severity of losses suffeff red by insureds and insurers, including changes resulting froff m multiple and/or catastrophic weather
events, may affeff ct the cycles of the insurance business significantly. We cannot predict whether market conditions will improve,
remain constant or deteriorate. Negative market conditions may impair our ability to write insurance at rates that we consider
appropriate relative to the risk assumed. If we cannot write insurance at appra opriate rates, our business would be materially and
adversely affected.

In addition, the uncertainties inherent in the reserving process, together with the potential forff unforff eseen developments,
including changes in laws and the prevailing interprerr tation of policy terms, may result in losses and loss adjud stment expenses
materially different from the reserves initially establa ished. Changes to prior year reserves will affeff ct current underwriting results
by increasing net income if the prior year reserves prove to be redundant or by decreasing net income if the prior year reserves
prove to be insuffiff cient. We may not record contingency reserves to account for expected future losses. As a result, we expect
volatility in operating results in periods in which significant loss events occur because generally accepted accounting principles
do not permit insurers or reinsurers to reserve for loss events until they have occurred and are expected to give rise to a claim.
We anticipate that claims arising froff m futff urtt e events may require the establishment of substantial reserves froff m time to time.

Reinsurance coverage may na ot be availaii ble tll o utt s in tii hett future at commercially reasonable rll atestt or at all.ll

The cost of reinsurance is subju ect to prevailing market conditions beyond our control such as the amount of capital in
the reinsurance market, public policy decisions and the expiration of time-limited governmental programs such as the RAP
program, as well as the freff quency and magnitude of natural and man-made catastrophes. Our total cost of obtaining reinsurance
could increase in the future. We cannot be assured that reinsurance will remain continuously availabla e to us in the amounts we
consider sufficient and at prices acceptabla e to us. As a result, we may determine to increase the amount of risk we retain or look
for other alternatives to reinsurance, which could in turt n have a material adverse effect on our financial position, results of
operations and cash floff ws. Further, an increase in freff quency of severe weather events may cause an increase in credit exposure to
the reinsurers with which we transact business.

We may na ot be able tll o ctt ollell ct reinsurance amounts dtt ue to us from the reinsii urers wrr ith which we have contracted.

Reinsurance is a method of transferff ring part of an insurance company’s risk under an insurance policy to another
insurance company. To the extent that our reinsurers are unabla e to meet the obligations they assume under our reinsurance
agreements, we remain liabla e forff the entire insured loss. We use reinsurance arrangements to significantly limit and manage the
amount of risk we retain, to stabia lize our underwriting results, and to increase our underwriting capacity. Our ability to recover
amounts duedd from reinsurers under the reinsurance treaties we currently have in effeff ct is subju ect to the reinsurance company’s
ability and willingness to pay and to meet its obligations to us. We attempt to select financially strong reinsurers with an A.M.
Best or S&P rating of “A-” or better or we require the reinsurer to fully collateralize its exposure. While we monitor froff m time to
time their financial condition, we also rely on our reinsurance broker and rating agencies in evaluating our reinsurers’ abia lity to
meet their obligations to us.

Our reinsurance coverage in any given year may be concentrated with one or a limited group of reinsurers. No single
private market reinsurer represented more than 10% of the overall limit purchased from our total reinsurance coverage. Any
failure on the part of any one reinsurance company to meet its obligations to us could have a material adverse effect on our
financial condition or results of operations.
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All residential insurance companies that write admitted business in Florida, including Heritage P&C, are required to
obtain reinsurance through the FHCF, and this coverage comprises a significant portion of the Heritage P&C reinsurance
program forff our Florida insured properties. The limit and retention of the FHCF coverage is subju ect to upward or downward
adjud stment based on, among other things, submitted exposures to FHCF by all participants. We have purchased private
reinsurance alongside our FHCF layer to fillff in gapsa in coverage that may result froff m the adjud stment of the limit or retention of
our FHCF coverage; however, such reinsurance would not cover any losses we may incur as a result of FHCF’s inability to pay
the fulff l amount of our claims. If a catastrophic event occurs in Florida, the FHCF may not have sufficient fundsff to pay all of its
claims from insurance companies in fulff l or in a timely manner. This could result in significant finff ancial, legal and operational
challenges to our Company. In the event of a catastrophic loss, the FHCF’s abia lity to pay may be dependent upon its ability to
issue bonds in amounts that would be required to meet its reinsurance obligations. There can be no assurance that FHCF will be
able to do this. While we believe FHCF currently has adequate capia tal and financing capacity to meet its reinsurance obligations,
there can be no assurance that it will be able to meet its obligations in the futff urt e, and any failure to do so could have a material
adverse effect on our liquidity, finff ancial condition and results of operations.

We carry ar signi ificff ant amount of io ntii antt gible all ssets on our consolidatdd edtt balanll ce sheets.tt Earnings for futff ure periods
may ba e impii acted by ib mpii airmi ent charges for intii antt gible all ssets.tt

We have a significant amount of intangible assets that could be subject to impairment. If we determine that a significff ant
impairment has occurred in the value of our unamortized intangible assets, we could be required to write off aff portion of our
assets, which could adversely affect our consolidated financial condition or our reported results of operations.

The inheii rent uncertainty of models and our reliance on such models as a tooltt to evaluate rtt isk may have an adverserr
effeff ct on our finff ancial results.

Along with other insurers in the industry,rr we license analytic and modeling softwff are froff m third parties to faciff litate our
pricing, assess our risk exposure and determine our reinsurance needs. Given the inherent uncertainty of modeling techniques
and the application of such techniques, these models have limitations with respect to their usefulness in predicting losses in any
reporting period. Examples of these limitations include 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 froff m climate change, social inflaff tion or other factors. Such limitations
may lead to questionabla e predictive capability and post-event measurements that have not been well understood or proven to be
sufficiently reliabla e. In addition, the models are not necessarily reflective of company or state-specific policy language, demand
surge forff laboa r and materials, consumer behavior, prevailing or changing claims, legal and litigation environments, or loss
settlement expenses, all of which are subju ect to wide variation by catastrophe. Further, in accordance with laws and regulatoryrr
requirements in various states in which we conduct business, we may be required to use a model that has been reviewed and
deemed acceptabla e by a particular state in accordance with standards over which we have no control and that might not align
with our business.

Increased compem tition, competitivtt e pressures, industrytt developmll ents and markerr t conditioii ns could all ffea ct the growthtt
of our business and adverserr ly impact our finaii ncial resultsll .

The property and casualty insurance industry irr n the states in which we do business is cyclical and, during times of
increased capacity, highly competitive. We compete not only with other public and private insurance companies, but also with
state governmental insurance entities, mutual companies, other underwriting organizations and alternative risk sharing
mechanisms. Our principal lines of business are also written by numerous other insurance companies. Competition forff any one
account may come froff m very lrr arge, well-establa ished national companies, smaller regional companies, other specialty insurers in
our field and other companies that write insurance. Some of these competitors have greater financial resources, larger agency
networks and greater name recognition than we do. We compete forff business not only on the basis of price, but also on the basis
of financial strength, types of coverages offered, and availabia lity of coverage desired by customers, commission structurett and
quality of service. We may have diffiff culty continuing to compete successfulff ly on any of these bases in the future. Competitive
pressures coupled with market conditions may affect our rate of premium growth and financial results.
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In addition, industry drr evelopments could furff ther increase competition in our industry.rr These developments could
include:

• an influx of new capital in the marketpltt ace as existing companies attempt to expand their businesses and new
companies attempt to enter the insurance business as a result of better premium pricing and/or policy terms;

• an increase in programs in which state-sponsored entities provide property insurance in catastrophe-prone areas;

• changes in state regulatory crr limates; and

• the passage of federal proposals forff an optional fedff eral charter that would allow some competing insurers to operate
under regulations different or less stringent than those appla icable to us.

These developments and others could make the property and casualty insurance marketplace more competitive by
increasing the supplu y of insurance availabla e. If competition limits our ability to write new business at adequate rates, our future
results of operations would be adversely affected.

Our abiliii tyii to operate effiff ciently and remain cii ompem titive may depeee nd in part on our abilityii to adapt to technologio cal
innovation in oii ur industrytt .yy

Our industry irr s experiencing increased adoption of AI technologies, including applications used to automate
underwriting, assess risk, runrr actuatt rial and other modeling funcff tions, accelerate claims processing, and detect fraud. We use, and
expect to continue to evaluate and deploy, AI enabled tools to support various operational and strategic decision making. While
AI is not the sole driver of our business performance, our ability to operate effiff ciently and remain competitive may depend in
part on the effective implementation and use of such technologies.

The adoption and use of AI involves challenges and risks. AI systems can be complex to develop, integrate, and
maintain, and may require subsu tantial investment, high quality data, ongoing monitoring, and specialized expertise. AI enabled
tools may produce inaccurate, incomplete, or misleading outputtt s duedd to data limitations, model assumptions, or changing
conditions, which could result in operational errors, service disruptrr ions, regulatory orr r contractuatt l non compliance, increased
costs, or reputational harm. In addition, the use of AI may increase our exposure to cybersecurity, data privacy, and third party
vendor risks.

We may na ot be able tll o ett ffee ctivtt ely ill ntii egtt rate newly all cquireii d businesses or achieve expexx ctedtt profitaff bilityii from
acquisitiott ns.

We have in the past and may in the future expand through the acquisition of complementary businesses. This could
occur through an acquisition of a company or a portion of a company’s business. Any futff urtt e acquisitions may entail a number of
risks that could adversely affect our business and the market price of our common stock, including the integration of the acquired
operations and inforff mation systems, inabia lity to recognize anticipated benefits of such acquisitions, diversion of management's
attention, risks of entering new market regions in which we have limited experience, adverse short-term effeff cts on our reported
operating results, the potential loss of key employees of acquired businesses, changes forff impairment of long-term assets or
goodwill and risks associated with unanticipated liabia lities.

In connection with an acquisition, we could incur debt, recognize amortization expenses related to intangible assets,
have to take large and immediate write-offs, including but not limited to goodwill impairment, and assume liabia lities. We may
also use our common stock to pay forff acquisitions. If the owners of potential acquisition candidates are not willing to accept our
common stock in exchange for their businesses, our acquisition prospects could be limited. Future acquisitions could also result
in accounting charges, potentially dilutive issuances of equity securities and increased debt and contingent liabia lities, including
liabilities related to unknown or undisclosed circumstances, any of which could have a material adverse effect on our business
and the market price of our common stock.
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We may na ot be able tll o ett ffee ctivtt ely ell xeee cute our business divdd ersirr fii cation strategtt y.gg

We have and intend to continue to invest significant time and resources to employ our business strategies, including the
rebalancing of our portfolff io toward products and geographies that maximize long-term returns to our shareholders, and we may
not achieve the returt n on our investment that we expect. Initial timetabla es for optimizing and diversifyiff ng our portfolff io of
policies may not be achieved and price and profitaff bia lity targets may not prove feasible. External factff ors, such as compliance with
regulations, competitive alternatives, and shiftinff g customer preferences may also impact the successfulff implementation of our
business plan. Such external factors and requirements may increase our costs and potentially affeff ct the speed with which we will
be able to re-allocate capital among our portfolff io of policies. There can be no assurance that we will be successfulff in deploying
this strategy. Additionally, to the extent our business strategies include any geographic expansion, new line of business and/or
new product or service, such expansion or new products or services could have a significant impact on the effectiveness of our
system of internal controls. Failure to successfulff ly manage these risks could have a material adverse effect on our business,
results of operations and finff ancial condition.

We rely on indepee ndendd t agea nts ttt o wtt ritei insurance policll ies forff us, as nd if we are not able tll o att ttract and retain
indepeee ndendd t agea nts,tt our revenues would be negate ivtt ely all ffa ecff ted.

We write personal and commercial insurance policies through a network of independent agents. As a result, our
business is dependent on the marketing efforts of these independent agents, and our agency relationships are concentrated. For
example, for our southeastern personal lines portfolff io, appra oximately 23% of our voluntary prr ersonal lines policies are written by
agents that are affiliaff ted with eight large agency networks with which we have entered into master agency agreements. In the
northeastern U.S., our three largest agency relationships represent appra oximately 15% of our annualized premiums, and
approximately 52.0% of our Hawaiian independent agencies are affiliated with three large multi-producer agencies.

Our strategic focus is to improve the underwriting performance of our policies throughout the states in which we are
licensed, which will furff ther increase our reliance on our network of independent agents. If any of our independent agents cease
writing policies forff us, or if any of our master agency agreements are terminated, we may suffer a reduction in the number of
producdd ts we are abla e to sell, which would negatively impact our results of operations.

Many of our competitors also rely on independent agents. As a result, we must compete with other insurers forff
independent agents’ business. Our competitors may offerff a greater variety of insurance products, lower premiums for insurance
coverage, or higher commissions to their agents. If our products, pricing and commissions do not remain competitive, we may
find it more difficult to attract business froff m existing or new independent agents to sell our products.

The faiff luii re of our claims deparee tment to effeff ctivtt ely mll anage or remediate ctt laims could all dverserr ly affeff ct our insuii rance
busineii ss, finaii ncial resultsll and capitai l requireii ments.tt

We rely on our claims department and any outsourced claims resources to facilitate and oversee the claims adjud stment
process forff our policyholders. Many factff ors could affect the abia lity of our claims department to effeff ctively manage claims by our
policyholders, including:

• the accuracy of our adjud sters as they make their assessments and submit their estimates of damages;

• the training, background and experience of our claim’s representatives;

• the abia lity of our claims department to ensure consistent claims handling;

• the abia lity of our claims department to translate the information provided by adjusters into acceptabla e claims
resolutions;

• the availabia lity and timing of inforff mation froff m, and the overall degree of cooperation or lack thereof by,
policyholders and their representatives; and

• the abia lity of our claims department to maintain and updau te its claims handling procedurdd es and systems as they
evolve over time based on claims and geographical trends in claims reporting.
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Any faiff lure to effeff ctively manage the claims adjud stment process, including failure to pay claims accurately, could lead
to material litigation, undermine our reputation in the marketpltt ace, impair our corporate image and negatively affect our
financial results.

Additionally, as a component of the claims process, we leverage CAN’AA s vendor network to provide remediation services
to the policyholder. If such services are not performed properly, we may faceff liabia lity. Although we maintain profesff sional
liabia lity insurance to cover losses arising from our repair and remediation services, there can be no assurances that such coverage
is adequate. In addition, our failure to timely and properly remediate claims, or the perception of such faiff lure, may damage our
reputation and adversely affect our abia lity to renew existing policies or write new policies.

If actual renewals of our exiee stii intt g contracts do not meet expexx ctattt iott ns, os ur premiums written in fii utff ure years and our
future results of operations could bll e matertt ially adverserr ly affeff ctedtt .dd

Our insurance policies are written forff a one-year term. We make assumptions about the renewal of our prior year’s
contracts, including for purposrr es of determining the amount of reinsurance we purchase. If actuatt l renewals do not meet
expectations or if we choose not to write on a renewal basis because of pricing conditions, our premiums written in futff urt e years
and our future operations would be materially adversely affected, and we may purchase reinsurance beyond what we believe is
the most appa ropriate level.

Our inaii bilityii to maintain our finff ancial stabitt lityii rating may have a matertt ial adverserr effeff ct on our compem titive
position, the markerr tabilityii of our product offeff ringii s,gg and our liquidityii , oyy peo rating resultsll and finff ancial conditiodd n.

Financial stabia lity ratings are important factors in establishing the competitive position of insurance companies and can
have a significant effectff on an insurance company’s business. Many insurance buyers, agents, brokers and secured lenders use
the ratings assigned by rating agencies to assist them in assessing the finff ancial stability and overall quality of the companies from
which they are considering purchasing insurance or in determining the financial stabia lity of the company that provides insurance.
Each of our insurance company affiff liates currently maintain a Demotech rating of “A” (“Exceptional”) or higher. Our insurance
company subsidiaries and the Company is also rated BBB or better by KBRA. These financial stabia lity ratings provide an
objective baseline forff assessing solvency and should not be interpreted as (and are not intended to serve as) an assessment of a
recommendation to buy, sell, or hold, any securities of an insurance company or its parent holding company, including shares of
our common stock.

On an ongoing basis, rating agencies review the financial performance and condition of insurers and can downgrade or
change the outlook on an insurer’s ratings due to, forff example, a change in an insurer’s statuttt ory crr apital, a reducdd ed confidff ence in
management or a host of other considerations that may or may not be under the insurer’s control. All ratings are subject to
continuous review; therefore, the retention of these ratings cannot be assured. A downgrade in any of these ratings could have a
material adverse effect on our competitive position, the marketabia lity of our product offerings and our ability to grow in the
marketpltt ace.

If we are unable tll o ett xpanee d our busineii ss because our capia tai l must be used to ptt ay greater thatt n antictt ipatedtt claill msii , os ur
finaii ncial resultsll may sa uffeff r. Furthett r, we may ra equireii additioii nal capitaii l in tii hett future which may not be available oll r may only
be availaii ble oll n unfavff orable tll ertt msr .

Our futff urtt e growth and future capital requirements will depend on the number of insurance policies we write, the kinds
of insurance products we offeff r, the geographic markets in which we do business and, to the extent part of our business strategy in
the futff urtt e, policy and/or geographic expansion, all balanced by the business risks we choose to assume and cede. Growth
initiatives require capia tal. Our existing sources of fundsff include possible sales of common or preferred stock, incurring debt and
our earnings from operations and investments. Unexpected catastrophic events in our coverage areas, such as hurricanes, may
result in greater claims losses than anticipated, which could require us to limit or halt our growth while we redeploy our capital
to pay these unanticipated claims unless we are able to raise additional capital.
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To the extent that our present capital is insuffiff cient to meet future operating requirements or to cover losses, we may
need to raise additional fundsff through financing or curtail our growth. Based on our current operating plan, we believe that our
current capia tal together with our anticipated retained income will supporuu t our operations. However, we cannot provide any
assurance in that regard, since many factff ors will affeff ct the amount and timing of our capital needs, including profitaff bia lity of our
business, the availabia lity and cost of reinsurance, market disruptrr ions and other unforff eseeable developments. If we require
additional capital, it is possible that equity or debt financing may not be availabla e on acceptabla e terms or at all. In the case of
equity financings, dilution to our stockholders could result, and in any case such securities may have rights, preferff ences and
privileges that are senior to those of existing stockholders. If we cannot obtain adequate capital on favff orable terms or at all, our
business, financial condition or results of operations could be materially adversely affected.

Our finff ancial results mtt ay be negate ivtt ely all ffa ecff ted by tb hett fact that a portion of oo ur income is generated by tb hett
investment of our companm y’n s c’ apitai l, premiums and losll s reserves.

A portion of our income is, and likely will continue to be, generated by the investment of our capital, premiums and loss
reserves. The amount of income generated is a function of our investment policy, availabla e investment opportunities and the
amount of availabla e cash invested. We are also constrained by investment limitations required by our state insurance regulators.
At December 31, 2025, approximately 99.7% of our total investments were invested in fixed-maturity securities. We may, under
certain circumstances, be required to liquidate our investments in securities at prices below book value, which may adversely
affeff ct our financial results. This risk could be amplifieff d in periods of rising interest rates. We currently hold all of our cash in
accounts with twelve financial institutions and, as a result of this concentration, a portion of the balances in such accounts
exceeds the Federal Deposit Insurance Corporrr ation (“FDIC”) insurance limits. While we monitor and adjud st the balances in our
accounts as appra opriate, these balances could be impacted if any of these financial institutions fail and could be subject to other
adverse conditions in the finff ancial markets.

We may alter our investment policy to accept higher levels of risk with the expectation of higher returtt ns. Fluctuatt ting
interest rates and other economic factors make it impossible to estimate accurately the amount of investment income that will be
realized. In factff , we may realize losses on our investments.

The effee cts ott f eo merging claim and coverage issues on our busineii ss are uncertain.

Loss frequency and severity in the property and casualty insurance industry arr nd multi-peril personal lines business has
continued to increase in recent years, ofteff n driven by actuatt l and social inflation. Litigation and assignment of benefitsff (“AOB”)
in the State of Florida is an example of these trends. For example, in recent years, Florida homeowners have been assigning the
benefit of their insurance recovery to third parties, which has resulted in increases in the size and number of claims and the
amount of litigation, interferff ence in the adjustment of claims, the assertion of bad faith actions and one-way rights to claim
attorney fees. The Florida legislature enacted several reforff m bills in the last several years with the intention of limiting AOB and
frivolous litigation. These legislative changes have positively impacted the Florida property insurance market by curtailing AOB
and litigated claims abuses. There can be no assurance that this legislation will further reducdd e the future impact of AOB or
litigated claims practices and legislative changes could be reversed in whole or in part in the future.

Many legal actions and proceedings have been brought on behalf of classes of complainants, which can increase the size
of judgments. The propensity of policyholders and third-party claimants to litigate and the willingness of courts to expand causes
of loss and the size of awards may render the loss reserves of our insurance subsidiaries inadequate for current and futff urtt e losses.
In addition, as industry prr ractices and social and other environmental conditions change, unexpected and unintended issues
related to claims and coverage may emerge. These issues may adversely affect our business by either extending coverage beyond
our underwriting intent or by increasing the number or size of claims. In some instances, these changes may not become apparent
until sometime after we have issued insurance policies that are affeff cted by the changes. As a result, the fulff l extent of liabia lity
under our insurance policies may not be known at the time such policies are issued or renewed, and our financial position and
results of operations may be adversely affected.
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The faiff luii re of the risk mitigatiott n strategtt ies we utilize could have a matertt ial adverserr effeff ct on our finff ancial conditiodd n
or results of operations.

We utilize a number of strategies to mitigate our risk exposure including:

• employing proper underwriting processes;

• carefulff ly evaluating the terms and conditions of our policies;

• geographic diversification; and

• ceding insurance risk to reinsurance companies.

However, there are inherent limitations in these strategies. No assurance can be given that an event or series of
unanticipated events will not result in loss levels 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 manifesff tation of losses could have a material adverse effect on our
financial condition and results of operations.

Lack of effeff ctivtt eness of eo xcee lusions and othett r losll s limitall tion methott ds in the insii urance policll ies we assume or write
could hll ave a material adverserr effeff ct on our finff ancial conditiodd n or our results of operations.

Various provisions of our policies, such as limitations or exclusions from coverage which are designed to limit our
risks, may not be enforceable in the manner we intend. In addition, the policies we issue contain conditions requiring the prompt
reporting of claims to us and our right to decline coverage in the event of a violation of that condition. While our insurance
product exclusions and limitations reduce the loss exposure to us and help eliminate known exposures to certain risks, it is
possible that a court or regulatory arr uthority could nullify off r void an exclusion or limitation, or legislation could be enacted
modifying or barring the use of such endorsements and limitations in a way that would adversely affect our loss experience,
which could have a material adverse effectff on our financial condition or results of operations.

We are depdd endent on our exeee cutives, ks ey emplm oyll ees and thett ability to hirei and retaitt n aii qualifll ieff d workfrr orff ce.

Our futff urtt e success depends on the efforts of our leadership team and workforff ce.

If any member of senior management retires, dies or becomes incapacitated, or leaves the company to pursue
employment opportunities elsewhere, we would be solely responsible for locating an adequate replacement forff such senior
management and forff bearing any related cost. To the extent that we are unabla e to locate an adequate replacement or are unabla e to
do so within a reasonabla e period of time, our business may be significantly and negatively affected.

Additionally, our future success is also based on our ability to develop the talent and skills of our human resources and
attract and retain experienced and qualifieff d employees. For example, if the quality of our underwriters, claims or other personnel
decreases, we may be unabla e to maintain our current competitive position in the specialized markets in which we operate, which
could adversely affect our results. There is strong competition within the insurance industry arr nd from businesses outside the
insurance industry frr orff qualifieff d employees. The unexpected loss of key employees could have a material adverse impact on our
business because of the loss of such skills, knowledge of our products and years of industry err xperience.
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Risks Related to Regulation of Our Insurance Operations

We are subjeb ct to extensive regulatll iott n which may ra educe our profitaff bilityii or limit our growth.tt Moreover, ir f wi e faiff l tii ott
comply withi these regulatll iott ns, ws e may be subject to ptt enaltiell s, includindd g finff es and suspes nsions, ws hich may aa dverserr ly affeff ct
our finff ancial conditiodd n and results ott f oo peo rations.

We are subject to extensive state regulation. The NAIC and state insurance regulators regularly examine existing laws
and regulations, generally focusing on modifications to holding company regulations, interprrr etations of existing laws and the
formation of new laws. Our insurance company affiff liates are subju ect to supeu rvision and regulation that is primarily designed to
protect our policyholders rather than our stockholders, and such regulation is imposed by the states in which we are domiciled
and the states in which our insurance subsidiaries do business. These regulations relate to, among other things, the approval of
policy forff ms and premium rates, our conduct in the marketpltt ace, our compliance with solvency and finff ancial reporting
requirements, transactions with our affiff liates, corporate governance requirements, limitations on the amount of business we can
write, the amount of dividends we can pay to stockholders, and the types of investments we can make. Insurance holding
company regulations generally provide, in part, that transactions between an insurance company and its affiff liates must be faiff r
and reasonabla e and must be clearly and accurately disclosed in the records of the respective parties, with expenses and payments
allocated between the parties in accordance with customary arr ccounting practices. Many types of transactions between an
insurance company and its affiff liates, such as transferff s of assets, loans, reinsurance agreements, service agreements, certain
dividend payments by the insurance company and certain other material transactions, may be subju ect to prior appra oval by, or
prior notice to, state regulatory arr uthorities. If we are unabla e to obtain the requisite prior appra oval forff a specific transaction, we
would be precluded froff m taking the action, which could adversely affect our operations. These regulatory rrr equirements may
adversely affect or inhibit our ability to achieve some or all of our business objectives. In addition, regulatory arr uthorities also
may conduct periodic examinations into insurers’ business practices. These reviews may reveal deficiencies in our insurance
operations or differences between our interpretations of regulatory rrr equirements and those of the regulators.

State insurance regulations also frequently impose notice or appra oval requirements forff the acquisition of specified levels
of ownership in the insurance company or insurance holding company. Additionally, state legislation can impact our results of
operations. Florida lawmakers may impact the rates of Citizens Property Insurance through legislation, which may impact the
private insurance market. These and other aspects of the political environment in jurisdictions where we operate may reducdd e our
profitaff bia lity, limit our growth, or otherwise adversely affect our operations.

Various regulatory arr nd legislative bodies have adopted or proposed new laws, regulations or orders to address the
cyclical nature of the insurance industry,rr catastrophic events and insurance capacity and pricing. These regulations include (i) the
creation of “market assistance plans” under which insurers are induced to provide certain coverages, (ii) restrictions on the
ability of insurers to rescind or otherwise cancel certain policies in mid-term or to non-renew policies at their scheduled
expirations, (iii) advance notice requirements or limitations imposed for certain policy non renewals, (iv) limitations upon
increases or decreases in rates permitted to be charged, (v) expansion of governmental involvement in the insurance market and
(vi) increased regulation of insurers’ policy administration and claims handling practices. Further, regulatory arr uthorities have
relatively broad discretion to deny or revoke licenses forff various reasons, including the violation of regulations. In some
instances, we folff low practices based on our interpretations of regulations or practices that we believe may be generally followed
by the insurance industry.rr These practices may turtt n out to be different from the interpretations of regulatory arr uthorities. If we do
not have the requisite licenses and approvals or do not comply with applicable regulatory rrr equirements, insurance regulatoryrr
authorities could preclude or temporarily suspend us froff m carrying on some or all of our activities or otherwise penalize us. This
could adversely affect our ability to operate our business.

We cannot predict with certainty the effeff ct any enacted, proposed or future state or fedff eral legislation or NAIC
initiatives may have on the conduct of our business. Furthermore, there can be no assurance that the regulatory rrr equirements
applicable to our business will not become more stringent in the futff urtt e or result in materially higher costs than current
requirements, or that creation of a federal insurance regulatory srr ystem will not adversely affect our business or
disproportionately benefit our competitors. Changes in the regulation of our business may reduce our profitaff bia lity, limit our
growth or otherwise adversely affect our operations.
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Our insii urance subsidiadd ries are subjeb ct to minimum capitaii l and surplus requireii ments,tt and our failure to meet these
requirements could sll ubjeb ct us to regue latory action.

Our insurance subsu idiaries are subject to risk-based capital standards and other minimum capital and surplus
requirements imposed under appa licable state laws. The risk-based capital standards, based uponu the Risk-Based Capital Model
Act adopted by the NAIC, require our insurance subsidiaries to report the results of risk-based capital calculations to state
regulators and the NAIC. These risk-based capital standards provide for diffeff rent levels of regulatory arr ttention depending upon
the ratio of an insurance company’s total adjusted capital, as calculated in accordance with NAIC guidelines, to its authorized
control level risk-based capital. Authorized control level risk-based capital is determined using the NAIC’s risk-based capital
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 is less than 200% of its authorized control level risk-based capital
is at a company action level, which would require the insurance company to fileff a risk-based capital plan that, among other
things, contains proposals of corrective actions the company intends to take that are reasonabla y expected to result in the
elimination of the company action level event. Additional action level events occur when the insurer’s total adjusted capital falff ls
below 150%, 100%, and 70% of its authorized control level risk-based capital. The lower the percentage, the more severe the
regulatory rrr esponse, including, in the event of a mandatory control level event (total adjusted capital falff ls below 70% of the
insurer’s authorized control level risk-based capital), placing the insurance company into receivership. As of December 31, 2025,
our insurance subsidiaries each maintained a risk-based capital ratio of over 300% and complied with the requirement of our
state regulators. Our subsidiary, Heritage P&C, has agreed to continue to maintain a risk-based capital ratio of at least 300%. Our
subsu idiary, NBIC, has agreed to maintain a risk-based capital ratio requirement of 325%.

In addition, our insurance subsidiaries are required to maintain certain minimum capital and surplus and to limit its
written premiums to specified multiples of its capital and surplus. Our insurance subsu idiaries could exceed these ratios if their
volume increases faster than anticipated or if their surplrr us declines due to catastrophe or non-catastrophe losses or excessive
underwriting and operational expenses.

Any faiff lure by our insurance subsidiaries to meet the appla icable risk-based capital or minimum statutory capital
requirements or the writings ratio limitations imposed by state law could subject our insurance subsidiaries to further
examination or corrective action imposed by state regulators, including limitations on our writing of additional business, state
supeu rvision or liquidation.

Any changes in existing risk-based capital requirements, minimum statutory capital requirements, or applicable writings
ratios may require us to increase our statuttt ory crr apital levels, which we may be unabla e to do.
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Litigii atiott n or regulatll ortt y ar ctiott ns could hll ave a material adverserr impacm t on us.

From time to time, we are subju ect to civil or administrative actions and litigation. Civil litigation freff quently results when
we do not pay insurance claims in the amounts or at the times demanded by policyholders or their representatives. We also may
be subju ect to litigation or administrative actions arising froff m the conduct of our business and the regulatory arr uthority of state
insurance departments. Further, we are subject to other types of litigation inherent in operating our businesses, employing
personnel, contracting with vendors and otherwise carrying out our affaff irs. As industry prr ractices and legal, judicial, social and
other environmental conditions change, unexpected and unintended issues related to claims and coverage may arise, including
judicial expansion of policy coverage and the impact of new theories of liabia lity, plaintiffsff targeting property and casualty
insurers in purporrr ted class-action litigation relating to claims-handling and other practices, and adverse changes in loss cost
trends, including inflationary pressures in home repair costs. Multiparty or class action claims may present additional exposure to
subsu tantial economic, non-economic or punitive damage awards. Current and futff urtt e litigation or regulatory mrr atters may
negatively affeff ct 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 froff m other business issues,
harming our reputation with agents and customers or making it more difficult to retain current customers and to recruirr t and retain
employees or agents.

Regue lation limitinll g rate itt ncii reases may da ecrdd ease our profio taii biliii tyii .yy

From time to time, political dispositions affeff ct the insurance market, including effoff rts to effectively suppress rates at a
level that may not allow us to reach targeted levels of profitaff bia lity. Despite effoff rts to remove politics froff m insurance regulation,
facts and history drr emonstrate that public policymakers, when faced with untoward events and adverse public sentiment, can act
in ways that impede a satisfactory crr orrelation between rates and risk. Such acts may affeff ct our ability to obtain appra oval forff rate
changes that may be required to attain rate adequacy along with targeted levels of profitaff bia lity and returtt ns on equity.
Additionally, because we often must obtain regulatory arr ppra oval prior to changing rates, delays in the filinff g, review or
implementation of rate changes can adversely affect our ability to attain rate adequacy. Our ability to affoff rd reinsurance required
to reduce our catastrophe risk may be dependent upon the abia lity to adjud st rates forff our cost. Moreover, when state regulations
allow us 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 revenues and operating perfor rmance willii fluctuate dtt ue to stattt utortt ily approved assessments that supporpp t propeo rtytt
and casualty insurance pools all nd associatiott ns.

We operate in a regulatory err nvironment where certain entities and organizations have the authority to require us to
participate in assessments. Currently these entities and organizations include, but are not limited to, state guaranty fundsff , state
joint underwriting associations, faiff r plans, wind pools, or the FHCF. Additionally, we are required to participate in guaranty
funds for insolvent insurance companies. The funds periodically assess losses against all insurance companies doing business in
the state. Our operating results and finff ancial condition could be adversely affected by any of these factors.

Insurance companies currently pass these assessments on to holders of insurance policies in the form of a policy
surcharge and reflect the collection of these assessments as liabia lity for futff urtt e payment to the entities levying the assessments.
The collection of these fees, however, may adversely affect our overall marketing strategy duedd to the competitive landscape of
our business. As a result, the impact of possible futff urtt e assessments on our balance sheet, results of operations or cash floff w are
indeterminable at this time.
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Risks Related to Financing

Our variable rll ate itt ndii ebdd tedness subjeb cts utt s to itt ntii ertt est rate rtt isk, which could cause our annual debdd t service obligll atiott ns
to increase signi ificff antly.yy

Borrowings under our credit facilities are at variable rates of interest and expose us to interest rate risk. If the rates on
which our borrowings are based were to increase froff m current levels, our debt service obligations on our variable rate
indebtedness would increase even though the amount borrowed remained the same, and our net income and cash availabla e to
service our other obligations would decrease. Compared to recent history, interest rates have been above historical levels, which
may decrease our net income and cash floff ws.

Our credit aii gra eement contains restrictions that can limitll our fleff xiee bilityii in operating our busineii ss.

The agreement governing our credit facilities contains various covenants that limit our ability to engage in certain
transactions. These covenants limit our and our subsu idiaries’ abia lity to, among other things:

• incur additional indebtedness;

• declare or make any restricted payments, including dividends;

• make investments, including the contribution of capital to our insurance subsidiaries;

• create liens on any of our current or future assets;

• consolidate, merge, sell, or otherwise dispose of all or substantially all of our current or future assets; and

• enter into certain transactions with our affiff liates.

These covenants could place us at a disadvantage compared to some of our competitors that may have fewff er restrictive
covenants and may not be required to operate under these restrictions. Further, these covenants could have an adverse effect on
our business by limiting our ability to take advantage of finff ancing and business opportunities. If we fail to comply with these
covenants, it could result in an event of default under our credit facilities. If any defauff lt occurs, all amounts outstanding under
our credit facilities may become immediately duedd and payable.

Dividend payments ott n our common stock in the futff ure are uncertain.

Although we have paid dividends on our common stock in the past, the declaration and payment of dividends are at the
discretion of our board of directors and will depend on our profitsff , finff ancial requirements and other factff ors, such as restrictions
under our credit facilities, which limit our ability to pay dividends, and other legal and regulatory rrr estrictions on the payment of
dividends, our overall business condition and other elements our board of directors considers relevant. Thereforff e, investors who
purchase our common stock may only realize a returtt n on their investment if the value of our common stock appreciates.

We depeee nd on the abilityii of our subsidiaries to gtt enerate att nd transferff funds tdd o mtt eet debt obligll atiott ns and to mtt ake
dividend payments.tt

We do not have significant revenue generating operations at the parent company. As such, our ability to make scheduled
payments on our debt obligations and pay dividends depends on the finff ancial condition and operating performance of our
subsu idiaries. If the funds we receive froff m our subsu idiaries, some of which are subject to regulatory rrr estrictions on the payment of
distributions, are insufficient to meet our debt obligations, we may be required to raise funds through the issuance of additional
debt or equity securities, reduce or suspend dividend payments, or sell assets.
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Risks Related to Ownership of Our Common Stock

Certaitt n pii rovisiii ons of oo ur certificff ate ott f io ncii orporrr atiott n and our bylb awll s mw ay make it diffii cult for stockhok lderdd s trr o ctt hange
the composm ition of oo ur board of do irdd ectortt s arr nd may da isdd courage hostilett takeover attett mpts that some of our stockhokk lderdd s mrr ay
considerdd to be benefie cial.ll

Certain provisions of our certificff ate of incorporrr ation and bylaws may have the effect of delaying or preventing changes
in control if our board of directors determines that such changes in control are not in the best interests of us and our stockholders.
The provisions in such certificff ate of incorporrr ation and bylaws include, among other things, the following:

• the abia lity of our board of directors to issue shares of preferred stock and to determine the price and other
terms, including preferff ences and voting rights, of those shares without stockholder appra oval;

• stockholder action can only be taken at a special or regular meeting and not by written consent;

• advance notice procedurdd es for nominating candidates to our board of directors or presenting matters at
stockholder meetings; and

• allowing only our board of directors to fillff vacancies on our board of directors.

We have elected in our certificff ate of incorporrr ation not to be subju ect to Section 203 of the DGCL, an anti-takeover law.
In general, Section 203 prohibits a publicly held Delaware corporation froff m engaging in a business combination, such as a
merger, with a person or group owning 15% or more of the corporrr ation’s voting stock for a period of three years folff lowing the
date the person became an interested stockholder, unless (with certain exceptions) the business combination or the transaction in
which the person became an interested stockholder is appra oved in a prescribed manner. Accordingly, we will not be subju ect to
any anti-takeover effects of Section 203.

While these provisions have the effect of encouraging persons seeking to acquire control of our company to negotiate
with our board of directors, they could enabla e the board of directors to hinder or fruff strate a transaction that some, or a majority,
of the stockholders might believe to be in their best interests, including an acquisition that would result in a price per share at a
premium over the market price, and, in that case, may prevent or discourage attempts to remove and replace incumbent directors.

These provisions may fruff strate or prevent any attempts by our stockholders to replace or remove our current
management by making it more difficult for stockholders to replace members of our board of directors, which is responsible for
appointing the members of our management.

Applpp icll able ill nsii urance laws may ma ake it di ifdd fiff cult to effeff ct a change of co ontrol of our companm y.n

State insurance holding company laws require prior appra oval by the state insurance department of any change of control
of an insurer that is domiciled in that respective state. “Control” is generally defined as the possession, direct or indirect, of the
power to direct or cause the direction of the management and policies of a company, whether through the ownership of voting
securities, by contract or otherwise. Control is generally presumed to exist through the direct or indirect ownership of 10% or
more of the voting securities of a domestic insurance company or any entity that controls a domestic insurance company. These
laws may discourage potential acquisition proposals and may delay, deter or prevent a change of control of us, including through
transactions, and in particular unsolicited transactions, that some or all of our stockholders might consider to be desirabla e.

Our stock price in rii ecent years has been volatile and is lii ikll ely tll o ctt ontinue to be volatile, we hich may ia mpii act thett value
of stoctt k held bll y ib nvii estors.

The market price of our common stock has experienced, and may continue to experience, significant volatility from
time to time. Such volatility may be affected by various factors and events, such as:

• our operating results, including a shortfalff l in revenues or operating performance from that expected by
securities analysts and investors;

• recognition of large unanticipated accounting charges, such as impairment charges;
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• changes in securities analysts’ estimates of our financial performance or the finff ancial performance of our
competitors or companies in our industry grr enerally;

• a downgrade of our Demotech or KBRA rating;

• the announcement of a material event or anticipated event involving us or our industry orr r the markets in which
we operate; and

• the other risk factors described in this Annual Report.

In recent years, the U.S. stock market has experienced extreme price and volume fluff ctuatt tions, which have sometimes
affeff cted the market price of the securities issued by a particular company in a manner unrelated to our operational performance.
This type of market effeff ct could impact the price of our common stock as well. This volatility means that the price of our
common stock may have declined subsu tantially at such time as our stockholders may look to sell shares of our common stock,
which reducdd es the value of their investment.

Risks Related to our Inforff mation Technology Systems

Our infii orff marr tion techtt nologyo systemtt s, or those of oo ur key se ervice providerdd s,rr may fa aiff l oii r suffeff r a loss of securityii which
could all dverserr ly affeff ct our business.

Our insurance business is highly dependent upon the successfulff and uninterruptu ed functioning of our computer and data
processing systems. We rely on these systems to perform actuat rial and other modeling funcff tions necessary for writing business,
as well as to handle our policy and claims administration process (i.e., handling and adjud sting claims, the billing, printing and
mailing of our policies, endorsements, renewal notices, etc.). The successfulff operation of our systems depends on both internal
and external facff tors, such as internal system security protocols operating properly, a continuous suppluu y of electrical power and
compliant use of the systems by employees and any third parties. The failure of these systems could interruptu our operations and
result in a material adverse effect on our business.

The development and expansion of our insurance business is dependent upon the successfulff development and
implementation of advanced technology, including modeling, underwriting and information technology systems. We have
engaged service providers to provide us with policy and other administration services for certain policies and we intend to
continue to utilize third party systems. The failure of any of these systems to function as planned could adversely affect our
future business volume service levels and results of operations. In addition, we have licensed certain systems and data from third
parties. We cannot be certain that we will have access to these, or comparabla e systems, or that our technology or applications
will continue to operate as intended. Moreover, we cannot be certain that we would be abla e to replace these systems without
slowing our underwriting or claims handling response time. A majoa r defectff or failure in our internal controls or information
technology systems could result in management distraction, harm to our reputation, a loss or delay of revenues or increased
expense.

We may ba e subjeb ct to infon rmatiott n techtt nologyo failures, includindd g datdd a ptt rotectiott n breaches and cyber-arr ttacks,kk that
could dll isdd ruptu our opeo rations, ds amdd age our reputattt iott n and adverserr ly affeff ct our business, operations, as nd finaii ncial resultsll .

We rely on our information technology systems forff the effective operation of our business and for the secure
maintenance and storage of confidential data relating to our business and for our policyholders. Cybersecurity risks could include
breaches of systems resulting in compromised data including personally identifiaff bla e customer inforff mation or other proprietary or
confidff ential inforff mation. We could also be subject to attacks that include denial of service attacks, or the deployment of malware
intended to compromise the functionality of our information systems. Our third-party providers of products, services and support
are subject to similar cybersecurity risks. Any of these breaches could impact our policyholders and our business, resulting in a
loss of customers, supplu iers, or revenue, including interruptu ions to our operations or damage to our reputation, regulatoryrr
enforcement actions, substantial finff es and penalties, litigation or other liabia lity or actions which could have a material adverse
effeff ct on our business, cash floff ws, finff ancial condition and results of operations.
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We have implemented security controls to protect our information technology systems, but experienced programmers or
hackers may be able to penetrate our security controls, and develop and deploy viruses, worms and other malicious software
programs that compromise our confidff ential inforff mation or that of third parties and cause a disruptu ion or faiff lure of our
information technology systems. In addition, we have in the past and may in the future be subju ect to "phishing" attacks in which
third parties send emails purporrr ting to be froff m reputable companies in order to obtain personal inforff mation and infiltrate our
systems to initiate wire transferff s or otherwise obtain proprietary or confidff ential inforff mation.

Our customers provide personal inforff mation that we store and maintain in our data warehouse and policy and claims
systems. We have implemented systems and processes to protect against unauthorized access to or use of such personal
information, but there is no guarantee that these procedurdd es can prevent any security breaches or misuse of the information.
Furthermore, we rely on encryptrr ion and authentication technology to provide security and authentication to secure transmission
of confidff ential information, including customer bank account, credit card inforff mation and other personal inforff mation. However,
there is no guarantee that these systems or processes will address all of the cyber threats that continue to evolve. In addition,
many of the third parties who provide products, services, or support to us could also experience any of the above cyber risks or
security breaches, which could impact our policyholders and our business and could result in a loss of customers, supplu iers or
revenue.

Any compromise of our information technology systems could result in the unauthorized publication of our confidff ential
business or proprietary information, result in the unauthorized release of customer, suppluu ier or employee data, result in a
violation of privacy or other laws, expose us to a risk of litigation, cause us to incur direct losses if attackers access our actuatt rial
and other models, bank or investment accounts. Any breach in our information systems could result in interruptu ions to our
operations and damage to our reputation, and the misappropriation of confidff ential inforff mation could result in regulatoryrr
enforcement actions, substantial finff es and penalties, litigation or other liabia lity or actions which could have a material adverse
effeff ct on our business, cash floff ws, finff ancial condition and results of operations. Any interruptuu ion to the use or access of our
information systems at critical points in time could adversely affect the timely and efficient operation of our business. Any delay
in our business growth, significant costs or lost policyholders resulting froff m such inforff mation technology failures could
adversely affect our business, operations and finff ancial results.

The cost and operational consequences of implementing additional data protection measures either as a response to
specific breaches or as a result of evolving changes in technology or risks, could be significant and negatively affect our income.

The develdd opmll ent and implementattt iott n of no ew technologio es willii require an additioii nal invii estment of our capitai l
resources in the futff ure.

Frequent technological changes, new products and services and evolving industry srr tandards are all influff encing the
insurance business. We believe that the development and implementation of new technologies will require additional investment
of our capital resources in the future. We have not determined, however, the amount of resources and the time that this
development and implementation may require, which may result in short-term, unexpected interruptu ions to our business, or may
result in a competitive disadvantage in price and/or effiff ciency, as we endeavor to develop or implement new technologies. In
addition, changes in technology typically outpatt ce corresponding regulations, which may lead to periods of uncertainty in the
permissible uses of certain technology and to diffeff rences or even inconsistencies in the regulatory arr ppraa oaches across
jurisdictions. The absence of regulations or conflicff ts in regulations may furff ther limit our ability to implement new technology in
an effeff ctive and timely manner.
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We do not have signigg fii cant redundandd cy in our opeo rations.

Not all of our systems are fully redundant, and our disaster recovery planning may not be sufficient, despite our testing,
to meet our business needs in the event of a material disruptu ion We contract with a third-party vendor to maintain complete daily
backupskk of our systems; however, we have not fulff ly tested our plan to recover data in the event of a disaster. Our systems are
vulnerabla e to damage froff m a number of sources, including energy blackouts, natural disasters and other catastrophic events,
terrorism, war, telecommunication failures and malicious software programs or cyber security attacks. We conduct our business
primarily from offiff ces located in Florida, Hawaii, and RhodeRR Island where catastrophic weather events could damage our
facilities or interruptu our power supplu y. The loss or significant impairment of funcff tionality in these faciff lities forff any reason could
have a material adverse effeff ct on our business, as we do not have significant redundadd ncies to replace our facilities if funcff tionality
is impaired. Our disaster recovery and business continuity plans involve arrangements with our off-sff ite, secure data centers. In
the event of a catastrophic weather event or cyber security attack, we cannot assure that we will be able to access our systems
from these facilities in the event that our primary systems are unavailabla e. While we have establa ished infraff structurt e and
geographaa ic redundancy forff our critical systems, our ability to utilize these redundant systems requires furff ther testing and we
cannot be assured that such systems are fulff ly functional.

Most of our information technology systems are currently outsourced to third party vendors. We are not directly
involved in any security testing with any of our vendors and we rely on the SOC-2 reports they provide us. If these third parties
are unabla e, unwilling, or otherwise experience interruptu ions in their abia lity to provide services to us or to provide us access to the
systems on which we rely, or if these third parties are unabla e to secure our data from cyberattacks and other cyber incidents, our
operations may be disruptu ed, and we may incur significant costs, harm to our reputation or relationships with our customers or
otherwise experience a material adverse effectff on our business.

Item 1B. Unresolved Staff Comments

None

Item 1C. Cybersecurity

The Audit Committee (“Audit Committee”) of the Company’s Board of Directors (the “Board”) is actively involved in
oversight of the Company’s risk management program, which includes the identificff ation, assessment and management of
material cybersecurity risks. A cybersecurity threat is any potential unauthorized occurrence, on or conducted through, the
Company’s inforff mation systems that may result in adverse effecff ts on the confidff entiality, integrity or availabia lity of the
Company’s inforff mation systems or any inforff mation residing therein. In general, the Company seeks to address cybersecurity
risks through a comprehensive, cross-functional appra oach that is focused on preserving the confidff entiality, security and
availabia lity of the inforff mation that the Company collects and stores by identifyiff ng, preventing and mitigating cybersecurity
threats and effeff ctively responding to cybersecurity incidents when they occur.

Cybersecurity riski management and strategye

As one of the elements of the Company’s overall risk management program, the Company’s cybersecurity program is
focused on the following key areas:

• Technical Safeguards: The Company deploys technical safeguards that are designed to protect the Company’s
information systems from cybersecurity threats, including firewalls, intrusion prevention and detection
systems, anti-malware functionality and access controls, which are evaluated and improved through
vulnerability assessments and cybersecurity threat intelligence.

• Incident Response and Recovery Planning: The Company has established and maintains incident response
and recovery plans to timely, consistently, and compliantly address cybersecurity threats that may occur
despite the Company’s safeguards, and such plans are tested and evaluated on a regular basis.

• Third-Party Risk Management: The Company maintains a risk-based approach to identifying and overseeing
cybersecurity risks presented by third parties, including vendors, service providers and other external users of
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the Company’s systems, as well as the systems of third parties that could adversely impact the Company’s
business in the event of a cybersecurity incident affecting those third-party systems.

• Outside Consultants: The Company engages various outside consultants, including contractors, assessors,
auditors, outside attorneys and other third parties, to among other things:

Assist in the design, implementation, and testing of our cybersecurity program, policies and
procedurd es;

monitor Company networks, servers and endpoints to identify vff ulnerabia lities;

perform assessments on the Company’s cybersecurity measures, including audits and independent
reviews of the Company’s inforff mation security control environment and operating effectiveness;

obtain inforff mation of a cybersecurity incident and isolate compromised systems and electronic data
from furff ther exposure;

determine and execute mitigation and remediation options and plans; and

ensure ongoing compliance with applicable legal and regulatory rrr equirements, including notificff ation
to required individuals and regulatory brr odies in the event of the discovery of an information security
breach as defined under appla icable laws, and timely and adequate disclosure under appla icable SEC
rules.

Education and Awareness: The Company provides annual training for personnel regarding cybersecurity threats as a
means to equip the Company’s personnel with effeff ctive tools to address cybersecurity threats, and to communicate the
Company’s evolving information security policies, standards, processes and practices.

Governance

The Company maintains an Inforff mation Security Committee (the “ISC”) which is a cross-functional governance
committee comprised of the AVP- Enterprise Information Technology (“IT AVP”), Chief Financial Officer (“CFO”) and Chief
Executive Offiff cer (“CEO”). The ISC is the focff al point for all information security activities throughout the Company and acts as
a liaison on security matters throughout our group of affiff liates. The ISC, led by the IT AVP works collabora atively across the
Company to implement a program designed to protect the Company’s inforff mation systems from cybersecurity threats and to
promptly respond to any cybersecurity incidents in accordance with the Company’s incident response and recovery plans. The
ISC is charged with developing and implementing policies and procedurdd es for incident response handling, monitoring, and
addressing security risks on an ongoing basis. The ISC is responsible for deploying technology and inforff mation security experts
to monitor security risks and advise, contain, analyze, and report on security incidents, as necessary. As described above, the
Company also retains a third-party cybersecurity firm to work hand-in-hand with the ISC to develop and oversee a program to
prevent, detect, mitigate and remediate cybersecurity incidents.

The Board has delegated to the Audit Committee the responsibility for monitoring and overseeing the Company’s
cybersecurity and other information technology risks, controls, strategies and procedurdd es. The Company’s IT AVP, on behalf of
the ISC, reports to the Audit Committee at least annually regarding technological risk exposure and the Company’s cybersecurity
risk management strategy and reports any incidents to the Audit Committee in real time. Based on these reports, the Audit
Committee periodically evaluates the Company’s inforff mation security strategies to ensure its effeff ctiveness and, if appropriate,
may also include a review froff m third-party experts. The Company’s Internal Audit funcff tion also provides quarterly updates to
the Audit Committee which include an update on cybersecurity risks and related internal controls.
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Management’s Expex rtise

Our IT AVP also ensures he is continually informed about the latest developments in cybersecurity, including potential
threats and innovative risk management techniques. Staying inforff med on developments in the cyber industry irr s crucial to the
Company’s effective prevention, detection, mitigation and remediation of any cybersecurity incidents. In addition, the
Company’s CEO and IT AVP each hold undergraduate degrees and graduate degrees in their respective fieff lds, and each have
over 20 years of experience managing risks at the Company or at similar companies, including risks arising from cybersecurity
threats.

Riski s fkk roff m CybCC erserr curity Threatstt

Cybersecurity threats, including as a result of any previous cybersecurity incidents, have not materially affeff cted or are
reasonabla y likely to affect the Company, including its business strategy, results of operations or financial condition.
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Item 2. Properties

The folff lowing is a summary of our offiff ces and locations:

Location Business Use Square Footage Leased/Owned Lease Expiration Date
Tampa, Florida Corporrr ate Headquarters 89,000 Leased March 31, 2031
Honolulu, Hawaii Insurance Company HI, Operations 4,405 Leased February 28, 2030
Sunrise, Florida Regional Office 28,000 Leased October 31, 2029
Johnston, Rhode Island Insurance Company NE, Operations 28,098 Leased January 31, 2026

Item 3. Legal Proceedings

We are subjeb ct to routine legal proceedings in the ordinary crr ourse of business. We believe that the ultimate resolution of
these matters will not have a material adverse effeff ct on our business, financial condition or results of operations.

Item 4. Mine Safety Disclosures

Not appla icable
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PART II

Item 5. Market For Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities

Common StoSS ck

Our common stock is listed on the New York Stock Exchange (“NYSE”) under the symbol “HRTG”. As of March 2,
2026, we had 30,720,918 shares of common stock outstanding, including 1,479,245 shares of restricted stock forff which
restrictions have not lapsa ed.

Holderdd s orr f Ro ecord

As of March 2, 2026, there were 53 holders of record of our common stock.

Dividendsdd

We have not declared quarterly dividends since the first quarter of 2022. The declaration and payment of dividends will
continue to be at the discretion of our board of directors and will depend on our profitsff , finff ancial requirements and other facff tors,
such as restrictions under our credit facilities, which limit our ability to pay dividends, and other legal and regulatory rrr estrictions
on the payment of dividends, our overall business condition and other elements our board of directors considers relevant. Refer
to Note 22 “Equity” to our consolidated financial statements under Item 8 of this Annual Report on Form 10-K.

Stock Perfor rmance Grapha

The folff lowing five year graph and tabla e compare the cumulative total stockholder returt n of our common stock over the
period from December 31, 2020 through 2025, assuming an initial investment of $100 and reinvestment of dividends with the
perforff mance among Heritage, NASDAQ Insurance Index and RusRR sell 2000 Index. We are a component of the RusRR sell 2000
index and it provides a small and mid-cap ba enchmark index. The NASDAQ Insurance Index consists of all publicly traded
insurance underwriters in the property and casualty sector in the United States.

Dec-20 Dec-21 Dec-22 Dec-23 Dec-24 Dec-25
Heritage Insurance Holdings Inc. 100 58 18 64 119 289
NASDAQ Insurance Index 100 113 115 125 155 154
Russell 2000 Index 100 114 89 103 113 126

Item 6. [Reserved]
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Overview

We are a supeu r-regional property and casualty insurance holding company that primarily provides personal and
commercial residential insurance products across our multi-state footff prt int. We provide personal residential insurance in
Alabama, California, Connecticut, Delaware, Florida, Georgia, Hawaii, Maryland, Massachusetts, Mississippi, New Jersey, New
York, North Carolina, RhodeRR Island, South Carolina, and Virginia and commercial residential insurance in Florida, Hawaii, New
Jersey, and New York. We provide personal residential insurance in Florida, Hawaii and South Carolina on both an admitted and
non-admitted basis and in Califorff nia on a non-admitted basis. As a vertically integrated insurer, we control or manage
subsu tantially all aspects of risk management, underwriting, claims processing and adjusting, actuat rial rate making and reserving,
customer service, and distribution. Our finff ancial strength ratings are important to us in establa ishing our competitive position and
can impact our ability to write policies.

Recent Developments

Economic and Market Factors

We continue to monitor the effeff cts of general changes in economic and market conditions on our business. As a result
of general inflaff tionary prr ressures, we have experienced, and may continue to experience, increased cost of materials and labora
needed for repairs and to otherwise remediate claims throughout all states in which we conduct business. We mitigate the impact
of inflation by implementation of rate increases and the use of inflaff tion guard, which ensures appra opriate replacement cost values
for our business to reflect the inflationary impact on costs to repair properties. Use of inflaff tion guard impacts both premium and
total insured value ("TIV"). To the extent that reinsurance costs rise, we may seek to recoup the cost of reinsurance in future rate
filings as well as mitigate the cost through exposure management.

Supplemental Information

The Supplemental Inforff mation table below demonstrates progress on our initiatives by providing policy count,
premiums-in-force, and total insured value for Florida and all other states as of December 31, 2025 and comparing those metrics
to December 31, 2024. One of our strategies had been to reducdd e personal lines exposure in Florida, given historical abusive
claims practices. Since 2022, several legislative changes have been implemented to positively impact the Florida property
insurance market by curtailing assignment of benefitsff and litigated claims abuses. The positive impact of the legislative changes
is reflected in our loss trends, which favorably impact the cost of insurance to our policyholders. Our strategy has been to obtain
rate adequacy throughout our portfolff io. Through various underwriting, rate making and other actions over the last several years,
we believe we have achieved rate adequacy in over 90% of our portfolff io, with each of those rate adequate territories being
currently open forff writing new business. During 2025, we concluded our exposure management initiatives from previous years
and began deployment of our managed growth initiative. We anticipate growing our portfolff io during 2026 while maintaining our
disciplined underwriting standards.

At December 31,
Policies in forff ce: 2025 2024 % ChaCC nge
Florida 123,437 133,775 (7.7) %
Other States 233,838 255,700 (8.5) %
Total 357,275 389,475 (8.3) %

Premiums in force: (In tII hott usands)s
Florida $ 679,079 $ 707,197 (4.0) %
Other States 752,738 726,048 3.7 %
Total $ 1,431,817 $ 1,433,245 (0.1) %

Total Insured Value: (In tII hott usands)s
Florida $ 105,997,817 $ 102,661,095 3.3 %
Other States 257,533,142 264,950,914 (2.8) %
Total $ 363,530,959 $ 367,612,009 (1.1) %

p
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Policies-in-force decreased froff m the prior year, driven primarily by the finff al stages of our continued strategy to re-
underwrite our existing personal lines book of business and graduadd lly open territories for new business written where rates are
adequate. At the same time, the policies-in-force specific to our commercial residential business grew durdd ing 2025, which drove
an increase in our Florida TIV. As rates for our personal lines business became more adequate during 2025, the Company
embarked upon a managed growth strategy. New business premium production forff the fourff th quarter of 2025 increased over
60% compared to new business production forff the fourff th quarter of 2024. Premiums in force forff our personal lines business grew
year over year but was offset by a larger decline in premiums in force forff our commercial residential business. The decline in
premium in forff ce for commercial residential business was driven mostly by the current competitive market in Florida for this
product. We have a substantial book of commercial business at December 31, 2025 with $265.0 million of in-force premium and
will maintain our establa ished pricing and underwriting discipline.

Florida policies-in-force declined froff m the prior year by 7.7% and Florida premiums-in-force decreased by 4.0%, while
Florida TIV increased over the prior year. The decrease in Florida premiums-in-force was driven mostly by a reducdd tion in
premium forff commercial residential business related to the current competitive market in the state. However the in-forcff e policies
for the commercial residential product grew resulting in higher Florida TIV. Compared to the year ended December 31, 2024, the
policy count for markets outside of Florida decreased 8.5% due to underwriting actions and intentional exposure management,
resulting in a TIV decrease of 2.8% while premiums-in-force increased by 3.7% due to rating actions.

Strategic Profitability Initiatives

The Company has focff used on three main strategic initiatives aimed at achieving consistent long-term quarterly earnings
and driving shareholder value including:

• Generating underwriting profit through rate adequacy and more selective underwriting.

• Allocating capital to products and geographies that maximize long-term returns.

• Targeting a balanced and diversified portfolff io

Fulfilleff d Strategic Profitff ability Initiatives in 2025

• Re-opened profitabla e geographies and allocated capital to sustain profitsff and margin on a measured basis

• Persistent underwriting discipline and focus on rate adequacy

• Continued data driven analytics

• Enhanced customer service and claims capabilities

• Leveraged infraff structurtt e and capabilities to fosff ter futff urtt e growth

Strategic Profitability Initiatives for 2026

• Target geographies open forff new business, while closely managing risk and exposure

• Continue persistent underwriting discipline and focus on rate adequacy while driving prudent growth of the top
line

• Enhance data driven analytics using AI and other technology tools

• Continue the refinff ement of customer service and claims capabilities

• Leverage infrastructurt e and capabilities to fosff ter futff urtt e growth, which includes our plan to enter the State of
Texas to offer products on an excess and surplus lines basis
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Trends

Infln ation, Underwriting and Pricing

We address reinsurance and loss costs trends in the property insurance sector through rates and inflation guard factors
which resulted in an increase in the average premium per policy of 8.9% at December 31, 2025, as compared to the prior year .
The higher average premium is driven by rate changes, inclusion of inflaff tion guard, and by the mix of business written. We
experienced intentional growth of our commercial residential business durdd ing 2024, with in-force premium in that line of
business decreasing durdd ing 2025, driven primarily by competitive market conditions as described abovea . New rates, which are
subju ect to approval by our regulators, become effeff ctive when a policy is written or renewed, and the premium is earned pro rata
over the policy period of one year. As a result of this timing, it can take up to twenty-four months for the complete impact of a
rate change to be fully earned in our financial statements. For that reason, we account for inflaff tion in our rate indications and
filings with our regulators.

We invest in data analytics, using softwff are and experienced personnel, to continuously evaluate our underwriting
criteria and manage exposure to catastrophe and other losses. Our policy retention has remained steadily in the range of 90.0%.
While we believe our rates are generally competitive with private market insurers operating in our space, we are focff used on
managing exposure and achieving rate adequacy throughout our book of business as well as providing high levels of customer
service to our agents and policyholders.

We experience rising inflation in the form of increased labora and material costs, which drive up cu laim costs throughout
all states in which we conduct business. However, inflation is increasing at a lower rate than what we have experienced in the
last several years. We adjud st for changes in inflaff tion by increasing or decreasing the inflation factff or used in our pricing. Florida
personal lines claim costs associated with litigated claims have decreased over the last several years duedd to favorable legislation
aimed to curtail claims abuse and stabilizing the Florida property insurance market. This is refleff cted in our rates and as the
legislation appea ars to have achieved its intended impact, our outlook on conducting business in Florida has improved.

We have experienced a suffiff cient supply of catastrophe excess of loss reinsurance and believe our cost of reinsurance to
be competitive. In contrast, our industry hrr ad experienced significantly higher reinsurance costs and more constrained availabia lity
for catastrophe excess of loss reinsurance in 2022 and 2023.

Key Components of our Results of Operations

Revenue

Gross premiums written represent, with respect to a period, the sum of direct premiums written (premiums from policies
written durdd ing the period, net of any midterm cancellations and renewals of voluntary prr olicies) and assumed premiums written
(primarily premiums from state fair plan policies), in each case prior to ceding premiums to reinsurers.

Gross premiums earned represent the total premiums earned durdd ing a period from policies written. Premiums associated
with new and renewal policies are earned ratably over the twelve-month term of the policy and premiums associated with
assumed policies are earned ratably over the remaining term of the policy.

Ceded premiums represent the cost of our reinsurance durdd ing a period. We recognize the cost of our reinsurance
program ratabla y over term of the arrangement, which is typically twelve months. Our catastrophe excess of loss reinsurance
generally commences on June 1 and runs through May 31 of the following year. Our net quota share treaty commences on
December 31. Our other reinsurance programs may be purchased on a calendar or fisff cal year basis.

Net premiums earned reflect gross premiums earned less ceded premiums during the period.

Net investment income represents interest earned on fixff ed maturity securities, short term securities and other
investments, dividends on equity securities.

Net realized and unrealized gains or losses represent gains or losses on investment sales and unrealized gains or losses
on equity securities.



41

Other revenue is primarily comprised of policy and pay-plan fees and also includes rental income duedd under non-
cancelable leases for space at the Company’s commercial property in Clearwater, Florida, which was sold in the third quarter of
2025. Our regulators have appra oved a policy feeff on each policy written forff certain states; to the extent these feesff are not subju ect
to refund, the Company recognizes the income immediately when collected. The Company also charges pay-plan fees to
policyholders that pay premiums in more than one installment and record the feesff as income when collected.

Expenses

Losses and loss adjustment expee enses (“LAE”)” reflect losses paid, expenses paid to resolve claims, such as feesff paid to
adjud sters, attorneys and investigators, and changes in our reserves for unpaid losses and loss adjud stment expenses during the
period, in each case net of losses ceded to reinsurers. Our reserves for unpaid losses and loss adjud stment expenses represent the
estimated ultimate cost of resolving all reported claims plus all losses we incurred related to insured events that we assume have
occurred as of the reporting date, but that policyholders have not yet reported to us (which are commonly referff red to as incurred
but not reported, or “IBNR”). We estimate our reserves for unpaid losses using individual case-based estimates forff reported
claims and actuat rial estimates forff IBNR losses. We continually review and adjust our estimated losses as necessary based on our
evolving claims experience, new information obtained and industry drr evelopment trends. If our unpaid losses and loss adjud stment
expenses are considered deficient or redundadd nt, we increase or decrease the liabia lity in the period in which we identify tff he
difference and refleff ct the change in our current period results of operations.

Policy ac cquisii tion costs (“PAC“ ”) consist of: (i) commissions paid to outside agents at the time of policy issuance, (ii)
policy administration feesff paid to a third-party, (iii) premium taxes and (iv) inspection feesff . We recognize policy acquisition
costs ratably over the term of the underlying policy. We earn ceding commissions on our net quota share reinsurance contract
and certain other reinsurance contracts, which are reported as a reduction to policy acquisition costs and general and
administrative expenses based uponu the proportion these costs bear to production of new business. Ceding commission income is
deferred and earned over the contract period. The amount and rate of ceding commissions earned on the net quota share contract
can slide within a prescribed minimum and maximum, depending on loss performance and how future losses develop. Refer to
Note 11 “De“ fee rred Policy Ac cquisii tion CosCC ts” to our consolidated financial statements under Item 8 of this Annual Report on
Form 10K.

General and administrative expee enses (“G&A”) include compensation and related benefitff s, profesff sional feesff , office
lease and related expenses, inforff mation system expenses, corporrr ate insurance, and other general and administrative costs. As
noted above, a certain portion of our ceding commissions are allocated to general and administrative expenses.

Provision forff income taxesa consists of federal and state corporrr ate level income taxes. The effectff ive tax rate can fluctuate
throughout the year as estimates used in the quarterly tax provision are updau ted with additional inforff mation throughout the year
and updau ted with actuatt l amounts in the fourth quarter. The effeff ctive tax rate can vary from the 25.8% statutt ory frr edff eral and state
blended rate depending on the amount of pretax income in proportion to permanent tax diffeff rences as well as state tax
apportionment.

Ratios

Ceded premium ratio represents ceded premiums earned as a percentage of gross premiums earned.

Net loss ratio represents net losses and LAE as a percentage of net premiums earned.

Net expee ense ratio represents PAC and G&A expenses as a percentage of net premiums earned. Ceding commission
income is reported as a reducdd tion of policy acquisition costs and G&A expenses.

Net combined ratio represents the sum of the net loss and expense ratio. The net combined ratio is a key measure of
underwriting performance traditionally used in the property and casualty insurance industry.rr A net combined ratio under 100%
generally reflects profitabla e underwriting results.
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Overview of 2025 Financial Results

In the folff lowing section, we discuss our financial condition and results of operations for the year ended December 31,
2025 compared to the year ended December 31, 2024. For a discussion of the year ended December 31, 2024 compared to the
year ended December 31, 2023, please Referff to Part II, Item 7 “Management’s Discussion and Analysis of Financial Condition
and Results of Operations” in our Annual Report on Form 10-K forff the year ended December 31, 2024, which was filed with the
SEC on March 13, 2025.

The discussion of our financial condition and results of operations that follows provides inforff mation that will assist the
reader in understanding our consolidated financial statements, the changes in certain key items in those finff ancial statements from
year to year, including certain key performance indicators such as net combined ratio, ceded premium ratio, net expense ratio and
net loss ratio, and the primary factors that accounted for those changes, as well as how certain accounting principles, policies and
estimates affeff ct our consolidated financial statements. This discussion should be read in conjunction with our consolidated
financial statements and the related notes included under Part II, Item 8 of this Annual Report on Form 10-K.

• Net income forff the year ended December 31, 2025 was $195.6 million or $6.32 per diluted share, compared to
a net income of $61.5 million or $2.01 diluted loss per share in the prior year. The increase was primarily
driven by higher net premiums earned, higher investment income, a significant decrease in losses and LAE,
and lower operating expenses. The improvement in net income is attributable to the positive impact of rate
actions, underwriting actions, and exposure management taken during the last several years, which favff orably
impacted results for the year ended December 31, 2025. These actions resulted in growth of 3.4% in net
premiums earned, with a 29.9% decrease in net losses and LAE. The decrease in net losses and LAE is
attributable to lower weather and attritional losses as described below. Policy acquisition costs decreased 9.0%,
driven by higher ceding commission income on the net quota share reinsurance contracts. General and
administrative costs increased 9.2% driven primarily by human capital and systems costs as described below.

• Gross premiums written of $1.44 billion, an improvement of 0.2% from $1.43 billion in the prior year,
refleff cting rating actions and deployment of our managed growth initiative, while ending exposure management
initiatives from prior years. These actions resulted in growth of our personal lines premium over the prior year.
A reducdd tion of written premium for commercial residential business, driven by competitive market conditions,
mostly offsff et the growth in the personal lines gross written premium. Management believes we have achieved
rate adequacy in over 90% of our territories and each of those territories were open forff new business as of
December 31, 2025.

• Gross premiums earned of $1.43 billion, an improvement of 1.8% from $1.41 billion in the prior year,
refleff cting higher gross premiums written over the last twelve months.

• Net premiums earned of $794.2 million, an improvement of 3.4% from $767.9 million in the prior year,
refleff cting the higher gross earned premium coupled with a reducdd tion in ceded premiums compared to the prior
year.

• Losses and loss adjud stment expenses incurred of $313.2 million, a 29.9% improvement from $447.0 million in
the prior year. The decrease primarily stems from significantly lower catastrophe losses and lower attritional
losses as well as favff orable net loss development. Net weather and catastrophe losses forff the current accident
year were $77.5 million, a decrease froff m $146.7 million in the prior year. Catastrophe losses in the current
year were $33.2 million, down froff m $104.6 million in the prior year. Other weather losses totaled $44.3
million, up from the prior year amount of $42.1 million. Net favff orable prior year loss development was $13.5
million forff the current year compared to net unfavff orable loss development of $25.4 million forff the prior year.
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• Ceded premium ratio of 44.5%, a 0.9 point improvement over the prior year ratio of 45.4%, driven by growth
in gross premiums earned, coupled with less ceded premium compared to the prior year as described below.

• Net loss ratio of 39.4%, an 18.8 point improvement over the prior year ratio of 58.2%, driven by the reduction
of losses and LAE as described above coupled with higher net premiums earned.

• Net expense ratio of 33.6%, down 2.4 points froff m the prior year amount of 36.0%, driven by lower operating
expenses coupled with higher net earned premium. The decrease in policy acquisition costs is primarily driven
by higher ceding commission associated with the net quota share reinsurance program while the increase in
general and administrative expenses relates to higher human capital and systems costs, both of which are
described below.

• Net combined ratio of 73.1%, a 21.1 point improvement from 94.2% in the prior year, primarily driven by
lower net loss ratio and a lower net expense ratio as described abovea .

• Effeff ctive tax rate was 24.6% compared to 25.7% in the prior year. The effeff ctive tax rate for 2025 was slightly
lower than the statutt ory rrr ate, driven primarily by higher pretax income which had a dilutive effect on
permanent tax differences.

Consolidll atdd edtt Results ott f Oo peOO rations

The folff lowing tabla e summarizes our results of operations for the years indicated:

Year Ended December 31,
2025 2024 $ ChaCC nge % Change

(in tii hott usands, es xpeee ct per share amounts)tt
REVENUE:
Gross premiums written $ 1,436,346 $ 1,432,942 $ 3,404 0.2%
Change in gross unearned premiums (5,243) (26,836) 21,593 80.5%
Gross premiums earned 1,431,103 1,406,106 24,997 1.8%
Ceded premiums (636,946) (638,246) 1,300 0.2%
Net premiums earned 794,157 767,860 26,297 3.4%
Net investment income 37,156 36,631 525 1.4%
Net realized gains (losses) on debt securities and
other investments 2,713 (705) 3,418 NM
Other revenue 13,304 13,199 105 0.8%
Total revenue 847,330 816,985 $ 30,345 3.7%

OPERATRR ING EXPENSES:
Losses and loss adjud stment expenses $ 313,246 $ 447,048 $ (133,802) (29.9%)
Policy acquisition costs 173,961 191,189 (17,228) (9.0%)
General and administrative expenses 92,972 85,138 7,834 9.2%
Total operating expenses 580,179 723,375 (143,196) (19.8%)
Operating income 267,151 93,610 173,541 185.4%
Interest expense, net 7,887 10,934 (3,047) (27.9%)
Income before taxes 259,264 82,676 176,588 213.6%
Income tax expense 63,670 21,136 42,534 201.2%
Net income $ 195,594 $ 61,539 $ 134,054 217.8%
Basic net income per share $ 6.33 $ 2.01 $ 4.32 214.9%
Diluted net income per share $ 6.32 $ 2.01 $ 4.31 214.4%

Total revenue

Total revenue was $847.3 million forff the year ended December 31, 2025, up 3.7% compared to $817.0 million in the
prior year. The increase primarily stems froff m higher net premiums earned and net investment income, which includes a realized
gain on a building sale, as described below.

f p
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Gross premiums written

Gross premiums written were $1.44 billion, up 0.2% from $1.43 billion in the prior year, refleff cting rating actions and
deployment of our managed growth initiative, while ending our exposure management initiatives from prior years. These actions
resulted in growth of our personal lines premium over the prior year. A reduction of written premium forff commercial residential
business, driven by competitive market conditions, was mostly offsff et the growth in the personal lines gross written premium. We
believe we have achieved rate adequacy in over 90% of our territories and each of those territories were open forff new business as
of December 31, 2025.

Premiums-in-force were $1.43 billion as of December 31, 2025, representing a 0.1% decrease froff m the prior year due to
a reducd tion in commercial residential in-force premium that offset growth in personal lines in-force premium throughout the
book.

Gross premiums earned

Gross premiums earned were $1.43 billion forff the year ended December 31, 2025, up 1.8% compared to $1.41 billion in
the prior year refleff cting higher gross premiums written over the last twelve months.

Ceded premiums

Ceded premiums were $636.9 million forff the year ended December 31, 2025, down 0.2% compared to $638.2 million in
the prior year. The decrease is primarily attributable to a favff orable adjud stment recorded in the fourff th quarter to reflect a TIV truerr
up on the catastrophe excess of loss reinsurance program and lower catastrophe loss reinstatement premium compared to the
prior year, which was partly offsff et by higher ceded premium on the net quota share program from higher subject premium forff
that program.

Net premiums earned

Net premiums earned were $794.2 million forff the year ended December 31, 2025, up 3.4% compared to $767.9 million
in the prior year. The increase primarily stems froff m higher gross premiums earned coupled with lower ceded premiums as
described abova e.

Net investment income, inclusive of net realized gains on debt securities and other investments

Net investment income, inclusive of net realized gains on debt securities and other investments was $39.9 million forff
the year ended December 31, 2025, up 11.0% compared to $35.9 million in the prior year. The increase is primarily due to a gain
on a building sale durd ing the third quarter as well as higher investment yields driven by higher cash and invested assets balances
which are moving out on the yield curve, which was partly offsff et by lower yields on money market fundsff and our bank sweep
accounts as a result of the current interest rate environment.

EXPENSE

Year Ended December 31,
2025 2024 $ ChaCC nge % Change

(in tii hott usands)s
OPERATR ING EXPENSES:
Losses and loss adjud stment expenses $ 313,246 $ 447,048 $ (133,802) (29.9%)
Policy acquisition costs 173,961 191,189 (17,228) (9.0%)
General and administrative expenses 92,972 85,138 7,834 9.2%
Total operating expenses $ 580,179 $ 723,375 $ (143,196) (19.8%)

Total operating expenses

Total operating expenses were $580.2 million, an improvement of 19.8% from $723.4 million in the prior year. As
described below, the decrease in operating expenses was driven by a decrease in losses and loss adjud stment expenses and policy
acquisition costs offset by higher general and administrative expenses.
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Losses and loss adjustment expenses (LAE)

Losses and LAE were $313.2 million forff the year ended December 31, 2025, an improvement of 29.9% compared to
$447.0 million in the prior year. The decrease primarily stems froff m lower catastrophe losses, lower attritional losses and
favorable loss development, which was partly offsff et by slightly higher weather losses compared to the prior year. Net current
accident year weather and wildfire losses were $77.5 million, up from $146.7 million in the prior year. Current year catastrophe
losses were $33.2 million compared to catastrophe weather losses of $104.6 million in the prior year. Other weather losses were
$44.3 million compared to $42.1 million in the prior year. Additionally, attritional losses were lower than the prior year. Net
favorable prior year loss development was $13.5 million forff the year 2025 compared to net unfavff orable loss development of
$25.4 million forff the prior year. The 2024 net unfavff orable loss development stemmed primarily from losses associated with
Hurricane Irma, for which the losses were fulff ly retained.

Policy acquisition costs

Policy acquisition costs were $174.0 million forff the year ended December 31, 2025, an improvement of 9% compared
to $191.2 million in the prior year. The decrease is primarily attributable to higher ceding commission earned on the net quota
share reinsurance contract, the income of which offsets other policy acquisition costs. The increase in ceding commission income
is due to changes in the program which incepted December 31, 2024 and included a higher ceded premium rate and more written
premium appaa licable to the program, as well as a higher ceding commission rate driven by favorable loss experience during 2025
for that program.

General and administrative expenses

General and administrative expenses were $93.0 million forff the year ended December 31, 2025, up 9.2% compared to
$85.1 million in the prior year. The increase was driven largely by human capital costs and higher costs associated with the
implementation of a new claims, billing and policy system, which were partly offsff et by higher ceding commission and certain
lower costs associated with the non-recurrence of 2024 expenses. The policy, billing and claims system was placed in service on
a pilot basis late in the third quarter of 2024. Certain costs associated with the system are currently being capitalized as
development is still in progress and the previously capitalized costs are now being amortized, while other costs associated with
the system are being expensed as incurred. The Company’s implementation of enhanced and updau ted claims, policy, and billing
systems is expected to enhance customer service, and improve the timeliness and quality of data analytics used to drive
underwriting income, as well as the ability to leverage current and developing technology.

INCOME

Year Ended December 31,
2025 2024 $ ChaCC nge % Change

(in tii hott usands, es xpeee ct per share amounts)tt
Operating income $ 267,151 $ 93,610 $ 173,541 185.4%
Interest expense, net 7,887 10,934 (3,047) (27.9%)
Income before taxes 259,264 82,676 176,588 213.6%
Income tax expense 63,670 21,136 42,534 201.2%
Net income $ 195,594 $ 61,539 $ 134,054 217.8%
Basic net income per share $ 6.33 $ 2.01 $ 4.32 214.9%
Diluted net income per share $ 6.32 $ 2.01 $ 4.31 214.4%

Net income

Net income forff the year ended December 31, 2025 was $195.6 million or $6.32 per diluted share, an improvement of
217.8% from net income of $61.5 million or $2.01 per diluted share in the prior year. The increase was driven by higher net
premiums earned, higher investment income, a significff ant decrease in losses and LAE, and lower operating expenses. The
improvement in net income is also attributable to the positive result of rate actions, underwriting discipline, and exposure
management undertaken during the last several years. These and other actions resulted in growth of 3.4% in net premiums earned
and a 29.9% decrease in net losses and LAE, as described abovea . Policy acquisition costs decreased 9.0%, primarily related to an
increase in ceding commission income on the net quota share reinsurance contracts. General and administrative costs increased
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9.2% driven primarily by costs associated with software, including a new claims, billing and policy system as well as an increase
in human capital costs as described abovea . As described below, a lower effeff ctive tax rate amplifieff d the benefit of these items on
an afteff r tax basis.

Interest expense, net

Interest expense was $7.9 million forff the year ended December 31, 2025, a reducdd tion froff m the prior year amount of
$10.9 million by 27.9%. The decrease was attributable to the impact from the reduction of debt obligations accompanied with a
lower interest rate environment forff our variable rate debt.

Income tax expense

The expense forff income taxes was $63.7 million forff the year ended December 31, 2025 compared to $21.1 million forff
the year ended December 31, 2024. The effective tax rate for the year ended December 31, 2025 was 24.6%, which is slightly
lower than the statutt ory rrr ate, compared to 25.6% in the prior year. The effeff ctive tax rate for 2025 was slightly lower than the
statuttt ory rrr ate, driven primarily by higher pretax income which had a dilutive effect on permanent tax differences.

RATIOS

Year Ended December 31,
2025 2024

Ceded premium ratio 44.5% 45.4%

Net loss and LAE ratio 39.4% 58.2%
Net expense ratio 33.6% 36.0%
Net combined ratio 73.1% 94.2%

Net combined ratio

The net combined ratio was 73.1% for the year ended December 31, 2025, a 21.1 point improvement from 94.2% in the
prior year. The improvement stems primarily from a significantly lower net loss and LAE ratio coupled with a lower net expense
ratio, as described below.

Ceded premium ratio

The ceded premium ratio was 44.5% for the year ended December 31, 2025, a 0.9 point improvement from 45.4% to the
prior year, refleff cting the growth in gross premiums earned as well as lower reinsurance costs as described abovea .

Net loss and LAE ratio

The net loss and LAE ratio was 39.4% for the year ended December 31, 2025, an 18.8 point improvement from 58.2%
in the prior year, primarily driven by the benefitff of higher net premiums earned coupled with lower losses and LAE as described
above.

Net expense ratio

The net expense ratio was 33.6% for the year ended December 31, 2025, a 2.4 point improvement from 36.0% in the
prior year primarily driven by growth in net premiums earned coupled with lower policy acquisition costs which were partly
offsff et by higher net general and administrative expenses as described abovea .

Finaii ncial ConCC ditioi n – December 31, 2025 compared to December 31, 2024

Cash and Cash Equivalents

At December 31, 2025, cash and cash equivalents increased by $106.6 million to $559.3 million froff m $452.7 million at
December 31, 2024. The increase was primarily a result of net cash provided by operations, which was held in money market
funds forff liquidity.

p ,

p

p

p

, p ,

q



47

Fixed Maturtt ity Securities

At December 31, 2025, fixed income securities increased by $57.7 million to $713.2 million froff m $655.6 million at
December 31, 2024. The increase primarily relates to purchases of fixed income securities to lock in interest rates.

Premiums Receivabla e, net

At December 31, 2025, premiums receivabla e, net decreased by $6.8 million to $95.3 million froff m $102.1 million at
December 31, 2024. The decrease is primarily due to timing of issuance of policies as well as a smaller population of
policyholders using pay plans forff their premium payment. When premiums are paid upfu roff nt rather than using pay plans, the
impact on premiums receivabla e is to decrease the balance.

Deferred Income Tax Asset, net

At December 31, 2025, the net deferred tax asset decreased by $8.0 million to $5.9 million froff m $13.9 million at
December 31, 2024. The decrease is driven primarily by a reducd tion of net capitalized software costs as those costs were
amortized durd ing 2025. Additionally, the reduction in unrealized losses on investments contributed to a lower net deferff red tax
asset compared to the prior year.

Reinsurance Recoverable on Paid and Unpaid Claims

At December 31, 2025, reinsurance recoverabla e on paid and unpaid claims decreased by $421.6 million to $318.6
million from $740.2 million at December 31, 2024. The decrease is primarily due to reinsurance recoveries collected during
2025 forff losses associated with Hurricanes Ian and Milton as well as a reduction in ultimate losses forff certain catastrophic events
which reducdd ed reinsurance recoverabla e on unpaid claims as hurricane claims developed favff orably during 2025.

Other Assets

At December 31, 2025, other assets increased by $22.2 million to $33.8 million froff m $11.6 million at December 31,
2024. A portion of the increase is driven by an $11.0 million loan to the buyer of a building sold durdd ing 2025 which was repaid
in full to the Company in January 2026. Another portion of the increase is driven by an amount due from the Florida Department
of Revenue associated with a premium tax credit provided by the Company to its policyholders, which was mandated by Florida
law and will be credited against the Company's 2025 Florida premium tax on its return to be filed in March 2026.

Unpaid Losses and Loss Adjud stment Expenses

At December 31, 2025, unpaid losses and loss adjud stment expenses decreased by $463.2 million to $579.5 million fromff
$1.0 billion at December 31, 2024. This balance represents unpaid loss and loss adjustment expenses gross of reinsurance. The
decrease was primarily due to payment of claims for Hurricanes Milton and Ian durdd ing the year ended 2025, as well as a
reduction in ultimate losses forff certain catastrophic events as hurricane claims developed favff orably during 2025.

Long-term debt, net

At December 31, 2025, long-term debt, net decreased by $37.9 million to $78.4 million froff m $116.3 million at
December 31, 2024. The decrease is driven by a payoff off f the FHLB loan coupled with a payoff off f the mortgage on the building
that was sold durdd ing 2025, as well as principal payments on the term loan.

Total Shareholders’ Equity

At December 31, 2025, total shareholders’ equity increased by $214.5 million to $505.3 million froff m $290.8 million at
December 31, 2024. The increase is primarily due to net income of $195.6 million forff the year ended December 31, 2025,
coupled with a reducdd tion in unrealized losses on our fixed income portfolff io from $37.2 million at December 31, 2024 to $13.5
million at December 31, 2025 driven by lower interest rates during 2025, partly offsff et by the repurchase of stock during 2025.
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Liquiditydd and CapCC ital Resources

Our principal sources of liquidity include cash floff ws generated froff m operations, our cash and cash equivalents, our
marketable securities balances and borrowings availabla e under our credit facilities. As of December 31, 2025, we held $559.3
million in cash and cash equivalents and $715.6 million in investments, compared to $452.7 million in cash and $663.4 million
in investments as of December 31, 2024. The increase in cash and cash equivalents was primarily driven by cash fromff operations
including collection of premiums and reinsurance recoveries, fundsff used for payment of claims, as well as timing of reinsurance
premium payments. The increase in investments was driven by re-investment of proceeds froff m investment maturities and short
term fundff s.

We generally hold substantial cash balances to meet seasonal liquidity needs including amounts to pay quarterly
reinsurance installments as well as meet the collateral requirements of Osprey, our captive reinsurance company, which is
required to maintain a collateral trust account equal to the risk that it assumes froff m our insurance company affiff liates.

We believe that our sources of liquidity are adequate to meet our cash requirements forff at least the next twelve months.

We may continue to pursue the acquisition of complementary businesses and make strategic investments. We may
increase capital expenditures consistent with our investment plans and anticipated growth strategy. Cash and cash equivalents
may not be sufficient to fundff such expenditures. As such, in addition to the use of our existing Credit Facilities, we may need to
utilize additional debt to secure funds for such purposrr es.

Statement of Cash Flows

The net increases (decreases) in cash and cash equivalents are summarized in the folff lowing tabla e:

For thett Year Ended December 31,

2025 2024 2023
2025 vs 2024
Change

2024 vs 2023
Change

Net cash provided by (used in): (in thousands)s
Operating activities $ 182,238 $ 87,095 $ 70,415 $ 95,143 $ 16,680
Investing activities (32,673) (91,599) 100,806 58,926 (192,405)
Financing activities (40,629) (5,190) 14,546 (35,439) (19,736)
Net change in cash, cash equivalents,
and restricted cash $ 108,936 $ (9,694) $ 185,767 $ 118,630 $ (195,461)

Operating Activities

Net cash provided by operating activities forff the years ended December 31, 2025 and 2024 was $182.2 million and
$87.1 million, respectively. The increase was primarily driven by cash froff m operations including timing of receipt of premiums
and reinsurance recoveries, and timing of cash floff ws associated with claim and reinsurance payments.

Investing Activities

Net cash used in investing activities forff the year ended December 31, 2025 was $32.7 million compared to net cash used
of $91.6 million in the prior year. The change in cash used in investing activities relates primarily to timing of investment
maturities and use of proceeds as well as availabia lity of existing cash to invest in longer durd ation fixff ed income securities to lock
in current interest rates, as well as proceeds froff m the sale of investment property, net of costs and commission expenses.

Financing Activities

Net cash used in finff ancing activities forff the year ended December 31, 2025 was $40.6 million, as compared to cash used
in financing activities of $5.2 million forff the comparabla e period in 2024. The change in net cash froff m finff ancing activities relates
primarily to the repayments of the FHLB-ATL loan and the mortgage loan agreements for $19.2 million and $10.6 million
during 2025, respectively, as well as stock repurchases. In comparison, we reported $5.5 million of proceeds in the first quarter
of 2024 from a FHLB Des Moines loan.
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Creditdd Facilitieii s

On July 22, 2025, the Company and its subsu idiary guarantors entered into the Amended and Restated Credit Agreement
(the “Amended and Restated Credit Agreement”) with lenders from time to time party thereto and Regions Bank, as
administrative agent and collateral agent. The Amended and Restated Credit Agreement amended and restated in its entirety the
Credit Agreement dated as of December 14, 2018 (as amended to date, the “Prior Credit Agreement”).

The Amended and Restated Credit Agreement provides forff senior secured credit faciff lities in the aggregate principal
amount of up to $200.0 million, consisting of (1) a fivff e-year senior secured term loan faciff lity in an aggregate principal amount of
$75 million with a maturt ity of July 2030 (the “Term Loan Facility”), (2) a $75 million committed delayed draw term loan that
may be advanced to finance specified permitted acquisitions and investments with a maturtt ity of July 2030 (the “Delayed Draw
Term Loan Facility”) and (3) a senior secured revolving credit facility in an aggregate principal amount of $50 million with a
maturity of July 2030 (inclusive of a sublimit for the issuance of letters of credit equal to the unused amount of the revolving
credit facility and a sublu imit for swingline loans equal to the lesser of $25 million and the unused amount of the revolving credit
facility) (the “Revolving Credit Facility” and together with the Term Loan Facility and the Delayed Draw Term Loan Facility,
the “Credit Facilities”).

Term Loan Facility. The principal amount of the term loan faciff lity under the Prior Credit Agreement amortized in
quarterly installments, with a scheduld ed maturity date of July 28, 2026, which was refinanced in full in connection with the
Amended and Restated Credit Agreement. The principal amount of the Term Loan Facility under the Amended and Restated
Credit Facility amortizes in quarterly installments beginning with the close of the fisff cal quarter ending December 31, 2025, in an
amount equal to $937,500 per quarter, payable quarterly, and increasing to appra oximately $1.4 million per quarter commencing
with the quarter ending September 30, 2028, with the remaining balance payable at maturity in July 2030. As of December 31,
2025, there was $74.1 million in aggregate principal amount outstanding under the Term Loan Facility and as of December 31,
2024, there was $70.1 million in aggregate principal outstanding under the term loan facility under the Prior Credit Agreement.

Revolving Credit Facility. The Revolving Credit Facility allows for borrowings of up to $50 million inclusive of a
sublu imit for the issuance of letters of credit equal to the unused amount of the Revolving Credit Facility and a sublu imit for
swingline loans equal to the lesser of $25.0 million and the unused amount of the Revolving Credit Facility. Immediately prior to
entering into the Amended and Restated Credit Agreement the outstanding balance under the revolving credit facility under the
Prior Credit Agreement was $10.0 million, which amount was repaid in connection with the Amended and Restated Credit
Agreement. During 2024, the Company secured letters of credit in aggregate of $24.4 million with a maturtt ity date of March 16,
2025. There were no draws on the letters of credit during 2025, which were cancelled effective on their maturity date of March
16, 2025. On December 3, 2025, the Company secured letters of credit in aggregate of $32.0 million with a maturtt ity date of
March 31, 2026, with no draws as of December 31, 2025. Immediately prior to entering into the Amended and Restated Credit
Agreement the outstanding balance under the revolving credit facility under the Prior Credit Agreement was $10.0 million,
which was repaid in connection with the Amendment and Restated Credit Agreement. At December 31, 2025, the Company had
$32.0 million in outstanding letters of credit issued from the Revolving Credit Facility.

At our option, borrowings under the Credit Facilities, bear interest at rates equal to either (1) a rate determined by
reference to SOFR, plus an applicable margin (described below) or (2) a base rate determined by reference to the highest of (a)
the “prime rate” of Regions Bank, (b) the federal fundsff rate plus 0.50%, and (c) the adjud sted term SOFR in effeff ct on such day forff
an interest period of one month plus 1.00%, plus an appla icable margin (described below).

The appla icable margin for loans under the Credit Facilities, varies from 2.50% per annum to 3.00% per annum (forff
SOFR loans) and 1.50% to 2.00% per annum (for base rate loans) based on our consolidated leverage ratio ranging from less
than or equal to 1-to-1 to greater than 1.5-to-1. Interest payments with respect to the Credit Facilities are required either on a
quarterly basis (for base rate loans) or at the end of each interest period (for SOFR loans) or, if the durdd ation of the applicable
interest period exceeds three months, then every three months. As of December 31, 2025, the borrowings under the Term Loan
Facility were accruirr ng interest at a rate of 6.416% per annum, respectively.

In addition to paying interest on outstanding borrowings under the Revolving Credit Facility, we are required to pay a
quarterly commitment fee based on the unused portion of the Revolving Credit Facility, which is determined by our consolidated
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leverage ratio. As of December 31, 2025, the Company paid in commitment fees in aggregate of $109,688 as it relates to the
unused portion of the Revolving Credit Facility.

The Company may prepay the loans under the Credit Facilities, in whole or in part, at any time without premium or
penalty, subju ect to certain conditions including minimum amounts and reimbursement of certain costs in the case of prepayments
of SOFR loans. In addition, we are required to prepay the loan under the Term Loan Facility with the proceeds froff m certain
financing transactions, involuntary drr ispositions or asset sales (subject, in the case of asset sales, to reinvestment rights).

All obligations under the Credit Facilities are or will be guaranteed by each existing and future direct and indirect
wholly owned domestic subsu idiary of the Company, other than all of the Company’s current and futff urtt e regulated insurance
subsu idiaries (collectively, the “Guarantors”).

The Company and the Guarantors are party to a Pledge and Security Agreement, (as amended froff m time to time the
“Security Agreement”), in favor of a collateral agent. Pursuant to the Security Agreement, amounts borrowed under the Credit
Facilities are secured on a first priority basis by a perfected security interest in subsu tantially all of the present and future assets of
the Company and each Guarantor (subject to certain exceptions), including all of the capital stock of the Company’s domestic
subsu idiaries, other than its regulated insurance subsidiaries.

The Amended and Restated Credit Agreement contains, among other things, covenants, representations and warranties
and events of defauff lt customary frr orff facilities of this type. The Amended and Restated Credit Agreement requires the Company to
maintain, as of each fiscal quarter (1) a maximum consolidated leverage ratio of 2.00 to 1.00, (2) a minimum consolidated fixed
charge coverage ratio of 1.20 to 1.00 and (3) a minimum consolidated tangible net worth forff the Company and its subsu idiaries,
which is required to be not less than the sum of 75% of consolidated tangible net worth measured as of the fisff cal quarter ended
September 30, 2025 plus 25% of positive consolidated net income (including its subsu idiaries and regulated subsu idiaries) plus the
net cash proceeds of any equity transactions. Events of defauff lt include, among other events, (i) nonpayment of principal, interest,
fees or other amounts; (ii) failure to perform or observe certain covenants set forth in the Credit Agreement; (iii) breach of any
representation or warranty; (iv) cross-default to other indebtedness; (v) bankruptrr cy and insolvency defauff lts; (vi) monetary
judgment defauff lts and material nonmonetary judgment defauff lts; (vii) customary Err RISA defaults; (viii) a change of control of the
Company; and (ix) faiff lure to maintain specified catastrophe retentions in each of the Company’s regulated insurance subsidiaries
or observe specified reinsurer concentration limits.

Convertible Notes

On August 10, 2017, the Company and Heritage MGA, LLC (the “Notes Guarantor”) entered into a purchase agreement
(the “Purchase Agreement”) with the initial purchaser party thereto (the “Initial Purchaser”), pursuant to which the Company
agreed to issue and sell, and the Initial Purchaser agreed to purchase, $136.8 million aggregate principal amount of the
Company’s 5.875% Convertible Senior Notes duedd 2037 (the “Convertible Notes”) in a private placement transaction pursuant to
Rule 144A under the Securities Act, as amended (the “Securities Act”). The net proceeds froff m the offeff ring of the Convertible
Notes, afteff r deducdd ting discounts and commissions and estimated offering expenses payabla e by the Company, were
approximately $120.5 million. The offering of the Convertible Notes was completed on August 16, 2017.

The Company issued the Convertible Notes under an Indenturt e (the “Convertible Note Indenturtt e”), dated August 16,
2017, by and among the Company, as issuer, the Notes Guarantor, as guarantor, and the trustee party thereto (the “Trusrr tee”).

The Convertible Notes bear interest at a rate of 5.875% per year. Interest is payable semi-annually in arrears, on
Februarr ry 1 and August 1 of each year. The Convertible Notes are senior unsecured obligations of the Company that rank senior
in right of payment to the Company’s futff urt e indebtedness that is expressly subordinated in right of payment to the Convertible
Notes; equal in right of payment to the Company’s unsecured indebtedness that is not so suboru dinated; effeff ctively junior to any
of the Company’s secured indebtedness to the extent of the value of the assets securing such indebtedness; and strucrr turally junior
to all indebtedness or other liabia lities incurred by the Company’s subsidiaries other than the Notes Guarantor, which fully and
unconditionally guarantee the Convertible Notes on a senior unsecured basis.

The Convertible Notes maturtt e on August 1, 2037, unless earlier repurchased, redeemed or converted.
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Holders may convert their Convertible Notes at any time prior to the close of business on the business day immediately
preceding February 1rr , 2037, under the following circumstances: (1) during any calendar quarter commencing after the calendar
quarter ending on September 30, 2017, if the closing sale price of the Company’s common stock, forff at least 20 trading days
(whether or not consecutive) in the period of 30 consecutive trading days ending on the last trading day of the calendar quarter
immediately preceding the calendar quarter in which the conversion occurs, is more than 130% of the conversion price of the
Convertible Notes in effect on each applicable trading day; (2) during the ten consecutive business-day period folff lowing any fivff e
consecutive trading-day period in which the trading price forff the Convertible Notes forff each such trading day was less than 98%
of the closing sale price of the Company’s common stock on such date multiplied by the then-current conversion rate; (3) if the
Company calls any or all of the Convertible Notes forff redemption, at any time prior to the close of business on the third business
day immediately preceding the redemption date; or (4) uponu the occurrence of specified corporate events.

On or afteff r February 1rr , 2037 until the close of business on the second business day immediately preceding August 1,
2037, holders may surrender their Convertible Notes forff conversion at any time, regardless of the foregoing circumstances.

Upon the occurrence of a fundamental change (as definff ed in the Convertible Note Indenturtt e) (but not, at the Company’s
election, a public acquirer change of control (as defined in the Convertible Note Indenturtt e)), holders of the Convertible Notes
may require the Company to repurchase for cash all or a portion of their Convertible Notes at a fundamental change repurchase
price equal to 100% of the principal amount of the Convertible Notes to be repurchased, plus accruerr d and unpaid interest to, but
excluding, the fundaff mental change repurchase date.

At any time prior to February 1rr , 2037, the Company may redeem for cash all or any portion of the Convertible Notes, at
the Company’s option, at a redemption price equal to 100% of the principal amount of the Convertible Notes to be redeemed,
plus accruerr d and unpaid interest to, but excluding, the redemption date. No sinking fund is provided forff the Convertible Notes,
which means that the Company is not required to redeem or retire the Convertible Notes periodically. Holders of the Convertible
Notes are able to cause the Company to repurchase their Convertible Notes forff cash on any of August 1, 2022, August 1, 2027
and August 1, 2032, in each case at 100% of their principal amount, plus accruerr d and unpaid interest to, but excluding, the
relevant repurchase date.

The Convertible Note Indenturtt e contains customary trr erms and covenants and events of default. If an Event of Defauff lt
(as definff ed in the Convertible Note Indenturtt e) occurs and is continuing, the Trustee by notice to the Company, or the holders of
at least 25% in aggregate principal amount of the Convertible Notes then outstanding by notice to the Company and the Trustee,
may declare 100% of the principal of, aff nd accruerr d and unpaid interest, if any, on, all the Convertible Notes to be immediately
due and payable. In the case of certain events of bankruptrr cy, insolvency or reorganization (as set forff th in the Convertible Note
Indenturtt e) with respect to the Company, 100% of the principal of, aff nd accruerr d and unpaid interest, if any, on, the Convertible
Notes automatically become immediately duedd and payable.

As of December 31, 2025 and December 31, 2024, there was $885,000 principal amount of outstanding Convertible
Notes, net of $21.1 million of Convertible Notes held by an insurance company subsidiary.

FHLBHH Loan Agreements

In December 2018, a subsidiary of the Company received a 3.094% fixed interest rate cash loan of $19.2 million fromff
the Federal Home Loan Bank Atlanta (“FHLB-ATL”). On September 29, 2023, the Company restructurt ed the December 2018
agreement to extend the maturity date to March 28, 2025, with a 5.109% fixed interest rate payable quarterly commencing on
December 28, 2023. Membership in the FHLB-ATL required an investment in FHLB-ATL’s common stock which was
purchased in December 2018 and valued at $1.4 million. In March 2025, the FHLB-ATL agreement was repaid and the securities
were released from pledged collateral. As of December 31, 2025, the subsidiary continues to be a member in FHLB-ATL with its
common stock valued at $570,000.

In December 2018, another subsidiary became a member of the Federal Home Loan Bank Des Moines ("FHLB-DM").
Membership in the FHLB-DM required an investment in FHLB-DM’s common stock which was purchased in December 2018
and valued at $133,200. In January 2rr 024, the insurance subsu idiary of the Company received a 4.23% fixed interest rate cash loan
of $5.5 million froff m the FHLB-DM. Additionally, the transaction required the acquired FHLB-DM common stock and certain
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other investments to be pledged as collateral. As of December 31, 2025, the faiff r value of the collateralized securities was $4.2
million and the equity investment in FHLB-DM common stock was $316,300.

Contractual Obligations and Commitments

The folff lowing tabla e summarizes our material contractuat l obligations and commitments as of December 31, 2025:

Contractual Obligations and
Commercial Commitments Total

Less Than 1
Year 1-3 Years 3-5 Years

More than
5 - Years

(in tii hott usands)s
Term loans, notes and interest (1) $ 74,063 $ 3,750 $ 8,425 61,888 $ —
Convertible debt (1) 36,990 1,293 2,586 2,586 30,524
FHLB agreement (1) 6,221 236 472 5,512 —
Operating lease obligations 23,725 4,964 9,812 8,085 864
Total Contractual Obligations $ 140,998 $ 10,243 $ 21,297 $ 78,071 $ 31,388

(1) Amounts represent principal and interest payments to debt obligations. Debt obligations are classified based on their stated maturity date. For further
information on long-term debt, Referff to Note 14 “Lo“ ng Term Debt” of the Notes to Consolidated Financial Statements included in Part II, Item 8 of
this Annual Report on Form 10-K.

The expected timing of payments of the obligations in the preceding table is estimated based on current information.
Timing of payments and actual amounts paid may be different due to changes to agreed-uponuu amounts forff some obligations.

Market Sensitive Instruments and Risk Management

Our investment results are subject to a variety of risks, including risks related to changes in the business, financial
condition or results of operations of the entities in which we invest, as well as changes in general economic conditions and
overall market conditions. We are also exposed to potential loss froff m various market risks, including changes in equity prices
and interest rates.

In accordance with the SEC's Financial Reporting Release No 48, we performed sensitivity analysis, also referff enced as
the hypothetical analysis (refer to Item 7A. Quantitative and Qualitative Disclosures About Market Risk) to determine the effeff cts
that market risk exposures could have on the Company's futff urtt e portfolff io's earnings, faiff r value or cash floff w as of December 31,
2025. Market risk represents the risk of changes in the fair value of finff ancial instrument and consists of several components,
including liquidity, basis and price risks.

The sensitivity analysis performed as of December 31, 2025 presents hypothetical losses in cash floff ws, earnings and faiff r
values of market sensitive instrumrr ents which were held by as of the year ended December 31, 2025 and are sensitive to changes
in interest rates. This risk management discussion and the estimated amounts generated from the following sensitivity analysis
represent forff ward-looking statements of market risk assuming certain adverse market conditions occur. Actual results in the
future may diffeff r materially from these projected results due to actual developments in the global finff ancial markets. The analysis
methods used by us to assess and mitigate risk should not be considered projections of future events of losses.

Exposure to market risk is managed and monitored by senior management of the parent company and its subsu idiaries
along with a nationally recognized asset manager. The investment committee, appointed by our board of directors appra oves the
overall investment strategy and has responsibility to ensure that the investment positions are consistent with that strategy with an
acceptable level of risk. Management of risk may include buying or selling instrumrr ents or entering into offsff etting positions.

Fixed Income Securities

We invest in interest rate sensitive securities, primarily debt securities. We consider the effect of interest rate
movements on the fair value of our fixed maturtt ities, short-term investments and certain of our other investments, and investment
funds accounted for using the equity method which invest in fixed income securities (collectively, “Fixed Income Securities”)
and the corresponding change in unrealized appreciation. As interest rates rise, the faiff r value of our Fixed Income Securities
falls, and the converse is also true.

The Company’s invested assets at December 31, 2025 were $715.6 million, of which 99.67% was invested in fixed
maturity and short-term investments, 0.15% in equity securities, and 0.18% in other investments. Because the primary purposrr e of
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the investment portfolff io is to fund future claims payments, the Company employs a thoughtful investment philosophy that
focuses on appra opriate risk-adjusted returtt ns. A significant majority of fundsff availabla e forff investment are deployed in a widely
diversifieff d portfolff io of high quality, liquid, taxabla e U.S. government, tax-exempt and taxabla e U.S. municipal and taxabla e
corporate and U.S. agency mortgage-backed bonds.

Effeff cts of Inflaff tion

General economic inflation has increased in recent years and may continue to remain at elevated levels for an extended
period of time. The potential also exists, afteff r a catastrophe loss or pandemic events like COVID-19, for the development of
inflationary pressures in a local economy. This may have a material effect on the adequacy of our reserves for losses and loss
adjud stment expenses, especially in longer-tailed lines of business, and on the market value of our investment portfolff io through
rising interest rates. The anticipated effeff cts of inflaff tion are considered in our pricing models, reserving processes and exposure
management, across all lines of business and types of loss including natural catastrophe events. The actuatt l effects of inflaff tion on
our results cannot be accurately known until claims are ultimately settled and will vary by the specific type of inflation affecting
our business.

The carrying value of the Company’s fixed maturtt ity portfolff io at December 31, 2025 was $712.2 million. The Company
closely monitors the durdd ation of its fixed maturt ity investments, and investment purchases and sales are executed with the
objective of having adequate funds availabla e to satisfy the Company’s insurance and debt obligations. The weighted average
credit quality of the Company’s fixff ed maturity portfolff io, both including and excluding U.S. Treasury srr ecurities, was "A+" at
December 31, 2025 and “A” at December 31, 2024. Below investment grade securities represented 0.01% of the total fixed
maturity investment portfolff io at both December 31, 2025 and 2024. The weighted average effective durd ation of fixff ed maturities
and short-term securities was 3.17 (3.21 excluding short-term securities) at December 31, 2025 and 3.06 (3.07 excluding short-
term securities) at December 31, 2024.

Critical Accounting Policies and Estimates

The folff lowing discussion and analysis presents the more significant factff ors that affected our financial condition as of
December 31, 2025 and 2024 and results of operations for each of the years then ended. The preparation of finff ancial statements
in conforff mity with accounting principles of generally accepted in the United States requires management to make estimates and
assumptions that affeff ct the amounts reported in the financial statements and accompanying notes. While we base estimates on
historical experience, current information and other factors deemed to be relevant, actuatt l results could diffeff r froff m those
estimates.

We consider accounting estimates to be critical to reported finff ancial results if (i) the accounting estimate requires
management to make assumptions about matters that are highly uncertain and (ii) different estimates that management
reasonabla y could have used forff the accounting estimates in the current period, or changes in the accounting estimate that are
reasonabla y likely to occur froff m period to period, could have a material impact on our consolidated financial statements. When
we prepare our condensed consolidated financial statements and accompanying notes in conforff mity with U.S. generally accepted
accounting principles (GAAP), we must make estimates and assumptions about future events that affeff ct the amounts we report.
Certain of these estimates result froff m judgments that can be subju ective and complex. As a result of that subjectivity and
complexity, and because we continuously evaluate these estimates and assumptions based on a variety of factff ors, actuatt l results
could materially differ froff m our estimates and assumptions if changes in one or more factors require us to make accounting
adjud stments.

Premiums. We recognize direct and assumed premiums written as revenue, net of ceded amounts, on a daily pro rata
basis over the contract period of the related policies that are in force. For any portion of premiums not earned at the end of the
reporting period, we record an unearned premium liabia lity.
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Premiums receivabla e represents amounts duedd from our policyholders for billed premiums and related policy feesff . Our
billing system is established in a manner to ensure that policies are canceled if the unpaid premium exceeds the amount of
premium earned. When we receive payments on amounts previously charged off,ff we credit bad debt expense in the period we
receive the payment. Balances in premiums receivabla e and the associated allowance account are removed uponu cancellation of
the policy duedd to non-payment. For December 31, 2025 and 2024 we recorded bad debt expense of appra oximately $390,200 and
$51,500 respectively.

When we receive premium payments froff m policyholders prior to the effeff ctive date of the related policy, we record an
advance premium liabia lity. On the policy effective date, we reduce the advance premium liabia lity and record the premiums as
described abovea .

Reserves for UnpaiUU d Losses and Loss Adjudd stmett nt Expex nses. Reserves forff unpaid losses and loss adjud stment expenses,
also referred to as loss reserves, represent the most significant accounting estimate inherent in the preparation of our financial
statements. These reserves represent management’s best estimate of the amount we will ultimately pay forff losses and loss
adjud stment expenses and we base the amount upon the appla ication of various actuat rial reserve estimation techniques as well as
considering other material facts and circumstances known at the balance sheet date. We establish two categories of loss reserves
as follows: Case reserves—When a claim is reported, we establa ish an initial estimate of the losses that will ultimately be paid on
the reported claim. Our initial estimate for each claim is based upon the judgment of our claims profesff sionals who are familiar
with property and liability losses associated with the coverage offeff red by our policies. Then, our claims personnel perform an
evaluation of the type of claim involved, the circumstances surrounding each claim and the policy provisions relating to the loss
and adjust the reserve, as necessary. As claims maturtt e, we increase or decrease the reserve estimates as deemed necessary by our
claims department based uponu additional inforff mation we receive regarding the loss, the results of on-site reviews and any other
information we gather while reviewing the claims. IBNR reserves—Our IBNR reserves include truerr IBNR reserves plus “bulk”
reserves. True IBNR reserves represent amounts related to claims for which a loss occurred on or beforff e the date of the finff ancial
statements, but which have not yet been reported to us. Bulk reserves represent additional amounts that cannot be allocated to
particular claims, but which are necessary to estimate ultimate losses on known claims. We estimate our IBNR reserves by
projecting our ultimate losses using industry arr ccepted actuatt rial methods and then deducdd ting actuatt l loss payments and case
reserves from the projected ultimate losses. We review and adjust our IBNR reserves on a quarterly basis based on information
availabla e to us at the balance sheet date.

When we establa ish our reserves, we analyze various factors such as the evolving historical loss experience of the
insurance industry arr s well as our experience, claims frequency and severity, our business mix, our claims processing procedurdd es,
legislative enactments, judicial decisions and legal developments in imposition of damages, and general economic conditions,
including inflation. A change in any of these factors froff m the assumptions implicit in our estimates will cause our ultimate loss
experience to be better or worse than indicated by our reserves, and the diffeff rence could be material. Due to the interaction of the
foregoing factors, there is no precise method for evaluating the impact of any one specific factff or in isolation, and an element of
judgment is ultimately required. Due to the uncertain nature of any futff urtt e projeo ctions, the ultimate amount we will pay forff losses
will be different from the reserves we record.

We determine our ultimate loss reserves by selecting an estimate within a relevant range of indications that we calculate
using generally accepted actuat rial techniques. Our selection of the point estimate is influenced by the analysis of our paid losses
and incurred losses since inception.

Our external reserving actuatt ries evaluated the adequacy of our reserves as of December 31, 2025 and concluded that our
reported loss reserves would meet the requirements of the insurance laws of the states in which our insurance subsidiaries are
domiciled, be consistent with reserves computed in accordance with accepted loss reserving standards and principles, and make a
reasonabla e provision for all unpaid loss and loss adjustment expense obligations under the terms of our contracts and agreements.
In addition to $128.7 million of recorded case reserves, we recorded $450.8 million of IBNR reserves as of December 31, 2025
to achieve overall gross reserves of $579.5 million. At December 31, 2025, ceded IBNR and net IBNR were $203.1 million and
$247.7 million, respectively.

The process of establa ishing our reserves is complex and inherently imprecise, as it involves using judgment that is
affeff cted by many variables. We believe a reasonabla y likely change in almost any of the factors we evaluate as part of our loss
reserve analysis could have an impact on our reported results, finff ancial position and liquidity.
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The folff lowing tabla e quantifieff s the pro forff ma impact of hypothetical changes in our net loss reserves on our net income,
stockholders’ equity, and liquidity as of and forff the year ended December 31, 2025 (in thousands):

Actual
Low

Estimate

% Change
from
Actual

High
Estimate

% Change
from
Actual

Net Loss Reserves $ 310,109 $ 220,586 28.9% $ 333,059 (7.4)%

Impact on:
Net income $ 195,594 $ 261,394 33.6% $ 178,726 (8.6)%
Stockholders’ equity $ 505,251 $ 571,051 13.0% $ 488,383 (3.3)%
Cash, cash equivalents and
investments(1) $ 1,274,860 $ 1,340,660 5.2% $ 1,257,992 (1.3)%

(1) Estimated cash, cash equivalents and investments is intended to present a measure of futff urt e liquidity and consists of cash,
cash equivalents, and investments, less the change in loss reserves, net of taxes.

Policy Ac cquisii tion CosCC ts.We incur policy acquisition costs that vary with, and are directly related to, the production of
new business. Policy acquisition costs consist of the following four items: (i) commissions paid to outside agents at the time of
policy issuance, (ii) policy administration feeff s paid to a third-party administrator at the time of policy issuance, (iii) premium
taxes and (iv) inspection feeff s. We capitalize policy acquisition costs to the extent recoverabla e, then we amortize those costs over
the contract period of the related policy. We also earn ceding commission on our quota share reinsurance contracts, which is
presented as a reduction of policy acquisition costs on the Consolidated Statements of Operations and Other Comprehensive
Income, with any unearned ceding commission recognized as an offsff et to deferred policy acquisition costs on the Consolidated
Balance Sheet and within the notes to the Consolidated Financial Statements described in Note 11. Deferred Policy Acquisition
Costs. Ceding commission income is deferred and earned over the contract period. The amount and rate of ceding commissions
earned on the net quota share contract can slide within a prescribed minimum and maximum, depending on loss performance and
how future losses develop.

Our accounting policy is to allocate ceding commission income between policy acquisition costs and general and
administrative expenses for finff ancial reporting purposrr es based uponu the proportion these costs bear to production of new
business. For the years ended December 31, 2025, 2024 and 2023, we earned ceding commission income of $72.9 million, $50.3
million and $64.8 million of which $54.8 million, $37.8 million and $48.7 million was allocable to policy acquisition costs.

Deferff red taxes. At December 31, 2025, we assessed our deferred tax position and hold no valuation against our net
deferred tax assets as there is suffiff cient evidence to support the recorded net deferff red tax asset.

Provision forff Premium Deficff iencyc . At each reporting date, we determine whether we have a premium deficff iency. A
premium deficff iency would result if the sum of our expected losses, deferred policy acquisition costs and policy maintenance
costs (such as costs to store records and costs incurred to collect premiums and pay commissions) exceeded our related unearned
premiums plus investment income. Should we determine that a premium deficff iency exists, we would write off tff he unrecoverabla e
portion of deferff red policy acquisition costs. No accruals forff premium deficff iency were considered necessary as of December 31,
2025 and 2024.

Reinsurance.We follow the industry prr ractice of reinsuring a portion of our risks. Reinsurance involves transferring, or
“ceding”, all or a portion of the risk exposure on policies we write to another insurer, known as a reinsurer. To the extent that our
reinsurers are unabla e to meet the obligations they assume under our reinsurance agreements, we remain liabla e forff the entire
insured loss.

Our reinsurance agreements are prospective contracts. We record an asset, prepaid reinsurance premiums, and a
liabia lity, reinsurance payabla e, for the entire contract amount upon commencement of our new reinsurance agreements. We
amortize our prepaid reinsurance premiums over the 12-month contract period.
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In the event that we incur losses recoverable under our reinsurance program, we record amounts recoverabla e fromff our
reinsurers on paid losses plus an estimate of amounts recoverabla e on unpaid losses. The estimate of amounts recoverabla e on
unpaid losses is a function of our liabia lity for unpaid losses associated with the reinsured policies; thereforff e, the amount changes
in conjunction with any changes to our estimate of unpaid losses. In the event that we incur losses recoverabla e under the
reinsurance program, the estimate of amounts recoverabla e froff m reinsurers on unpaid losses may change at any point in the futff urtt e
because of its relation to our reserves for unpaid losses.

We estimate uncollectible amounts receivabla e froff m reinsurers based on an assessment of factff ors including the
creditworthiness of the reinsurers and the adequacy of collateral obtained, where appla icable. We had no uncollectible amounts
under our reinsurance program or bad debt expense related to reinsurance forff the years ended December 31, 2025, 2024, and
2023.

Recent Accounting Pronouncements Not Yet Effeff ctive

The Company describes the recent pronouncements that have had or may have a significant effect on its financial
statements or on its disclosures. The Company does not discuss recent pronouncements that a) are not anticipated to have an
impact on, or b) are unrelated to its financial condition, results of operations, or related disclosures. For accounting
pronouncements not yet adopted, Referff to Note 1 “Basis oi f Po resentation, Nature of Business and Signii fici ant Accounting Policies
and Practices” to our consolidated financial statements included in this Annual Report on Form 10-K, for furff ther information.
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk.

Our investment portfolff ios at December 31, 2025, include interest rate-sensitive securities, mainly fixed income
securities. Our fixff ed income securities portfolff io is comprised primarily of investment grade (investments receiving Standard &
Poor's Global Ratings (“S&P”) or an equivalent rating of BBB- or above) corporrr ate securities, U.S. government and agency
securities, municipal obligations, and other asset-backed securities (“ABS”), and mortgage-backed securities (“MBS”). Our main
objective is to maximize after-tax investment income and maintain suffiff cient liquidity to meet policyholder obligations while
minimizing market risk, which is the potential economic loss from adverse fluff ctuatt tions in the price of the securities that we hold
for investment. We consider many facff tors when establa ishing our investment policy, including credit ratings, investment
concentrations, regulatory rrr equirements, anticipated fluctuation of interest rates, durd ations and market conditions in developing
investment strategies. We classify off ur fixed-maturity securities as availabla e-for-sale and report any unrealized gains or losses, net
of deferred income taxes, as a component of other comprehensive income within our stockholders’ equity. As such, any material
temporary crr hanges in their faiff r value can adversely impact the carrying value of our stockholders’ equity. Unrealized gains and
losses forff any equity securities held are reported in our consolidated statement of operations as a component of net realized and
unrealized gains and losses.

Interest Rate Riski

Borrowings under the Credit Facilities bear interest at rates equal to either (1) a rate determined by reference to SOFR,
plus an applicable margin or (2) a base rate determined by reference to the highest of (a) the “prime rate” of Regions Bank, (b)
the fedff eral funds rate plus 0.50%, and (c) the adjud sted term SOFR in effeff ct on such day forff an interest period of one month plus
1.00%, plus an applicable margin.

Our exposure to interest rate risk relates primarily to the market price and cash floff w variabia lity associated with changes
in interest rates. Our fixff ed income securities portfolff io contains interest rate-sensitive instrumrr ents, and its performance could be
adversely affected by changes in interest rates resulting froff m governmental monetary policies, domestic and international
economic and political conditions, and other facff tors beyond our control. All else being equal, a rise in interest rates will decrease
the faiff r value of our existing fixff ed income investments, and a decline in interest rates will increase the fair value of our existing
fixed income investments. However, new and reinvested money used to purchase fixff ed income securities would benefitff from
rising interest rates and would be negatively impacted by falling interest rates. We seek to mitigate our interest rate risk
associated with holding fixff ed income investments by monitoring and managing the effeff ctive durdd ation of our portfolff io to
maximize yield while managing interest rate risk at an acceptabla e level.

The durdd ation of the financial instrumrr ents held in our portfolff io that are subject to interest rate risk was 3.17 years at
December 31, 2025 and 3.06 years at December 31, 2024. Credit risk results from uncertainty in a counterparr rty’s abia lity to meet
its obligations. Credit risk is managed by maintaining a high credit quality fixed maturtt ity securities portfolff io. As of December
31, 2025, the estimated weighted-average credit quality rating of the fixed maturtt ity securities portfolff io was "A+", at fair value, at
December 31, 2024 our average credit quality rating was an "A".

The folff lowing tabla e illustrates the impact of hypothetical changes in interest rates to the faiff r value of our fixed-maturity
securities at December 31, 2025 (in thousands, except percentages):

Hypothetical Change in Interest rates
Estimated Fair Value

Afteff r Change

Change In Estimated
Fair
Value

Percentage Increase
(Decrease) in Estimated

Fair Value
300 basis point increase $ 642,993 $ (70,244) (9.8)%
200 basis point increase $ 666,935 $ (46,302) (6.5)%
100 basis point increase $ 690,350 $ (22,888) (3.2)%
100 basis point decrease $ 735,598 $ 22,360 3.1%
200 basis point decrease $ 757,431 $ 44,193 6.2%
300 basis point decrease $ 778,574 $ 65,337 9.2%
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Credit risk can expose us to potential losses arising principally from adverse changes in the financial condition of the
issuer of our fixed-maturity securities. The Company’s Investment Committee has the responsibility to create, oversee,
implement and review investment policies. The Investment Committee is responsible for ensuring the policies mitigate this risk
by investing in fixff ed-maturt ity securities that are generally investment grade and by diversifyiff ng our investment portfolff io to avoid
concentrations in any single issuer or market sector.

The folff lowing tabla e presents the composition of our fixed-maturity portfolff io by rating at December 31, 2025 (in
thousands, except percentages):

Comparable Rating
Amortized
Cost

% of Total
Amortized Cost Fair Value

% of Total
Fair Value

AAA $ 48,046 7% $ 46,045 6%
AA+, AA, AA- $ 424,739 58% $ 413,421 58%
A+, A, A- $ 147,994 20% $ 147,640 21%
BBB+, BBB, BBB-, BB $ 105,906 15% $ 106,045 15%
Not rated $ 89 0% $ 88 0%

$ 726,774 100% $ 713,237 100%

Below investment grade securities have diffeff rent characteristics than investment grade corporrr ate fixff ed-maturit ty
securities. Risk of loss from defauff lt by the borrower is greater with below-investment grade securities. Typically, below
investment grade securities are generally unsecured and are ofteff n subordinated to other creditors of the issuer. Also, issuers of
below-grade securities usually have higher levels of debt and are more sensitive to adverse economic conditions, such as
recession or increasing interest rates, than investment grade issuers.

Our equity investment portfolff io at December 31, 2025 consisted of membership shares held of FHLB common stock
which are carried at cost. The estimated faiff r value of the FHLB common stock was based on the amount we would receive if our
memberships were canceled, as the membership cannot be sold.

The folff lowing tabla e illustrates the composition of our equity portfolff io at December 31, 2025 (in thousands):

% of Total
Estimated
Fair Value

Estimated
Fair value

Stocks by sector:
Financial $ — 0%
Energy — 0%
Other 1,064 100%

Subtu otal $ 1,064 100%
Mutual Funds and ETF by type:
Equity $ — 0%

Subtu otal $ — 0%
Total $ 1,064 100%

Foreign Cgg urCC rency Ec xchEE ange Riski

At December 31, 2025, we did not have any material exposure to forff eign currency related risk.

Item 8. Financial Statements and Supplementary Data

HERITAGE INSURANCE HOLDINGS, INC.
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Report of Independent Registered Public Accounting Firm

To the Stockholders and Board of Directors
Heritage Insurance Holdings, Inc.

Opinions on the ConsCC olidatdd ed Financial StaSS tements att nd Internal Control Over Financial Reporting

We have audited the accompanying consolidated balance sheets of Heritage Insurance Holdings, Inc. (the “Company”) as of
December 31, 2025 and 2024; the related consolidated statements of income, comprehensive income, stockholders' equity, and
cash floff ws for each of the years in the three-year period ended December 31, 2025; and the related notes and scheduldd es
(collectively referff red to as the “finff ancial statements”). We also have audited the Company's internal control over finff ancial
reporting as of December 31, 2025 based on criteria established in Internal Control - Integre ated Framework (rr 2013)(( issued by the
Committee of Sponsoring Organizations of the Treadway Commission (the “COSO fraff mework”).

In our opinion, the finff ancial statements referred to abovea present faiff rly, in all material respects, the finff ancial position of the
Company as of December 31, 2025 and 2024 and the results of its operations and its cash floff ws for each of the years in the three-
year period ended December 31, 2025 in conforff mity with accounting principles generally accepted in the United States of
America. Also, in our opinion, the Company maintained, in all material respects, effeff ctive internal control over finff ancial
reporting as of December 31, 2025, based on criteria established in the COSO framework.

Basis fi orff Opinion

The Company's management is responsible for these financial statements; maintaining effective internal control over finff ancial
reporting; and its assessment of the effeff ctiveness of internal control over finff ancial reporting, included in the accompanying
“Management's Report on Internal Control over Financial Reporting.” Our responsibility is to express an opinion on the
Company’s finff ancial statements and an opinion on the Company's internal control over finff ancial reporting based on our audits.
We are a public accounting firff m registered with the Public Company Accounting Oversight Board (United States) (the
“PCAOB”) and are required to be independent with respect to the Company in accordance with U.S. federal securities laws and
the appla icable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the
audits to obtain reasonabla e assurance aboa ut whether the financial statements are free of material misstatement, whether duedd to
error or fraff ud, and whether effeff ctive internal control over finff ancial reporting was maintained in all material respects.

Our audits of the consolidated financial statements included performing procedurd es to assess the risks of material misstatement
of the consolidated financial statements, whether duedd to error or fraff ud, and performing procedurdd es that respond to those risks.
Such procedurdd es included examining, on a test basis, evidence regarding the amounts and disclosures in the consolidated
financial statements. Our audits also included evaluating the accounting principles used and significant estimates made by
management, as well as evaluating the overall presentation of the financial statements. Our audit of internal control over
financial reporting included obtaining an understanding of internal control over finff ancial reporting, assessing the risk that a
material weakness exists, and testing and evaluating the design and operating effectiveness of internal control based on the
assessed risk. Our audit also included performing such other procedurdd es as we considered necessary in the circumstances. We
believe that our audits provide a reasonabla e basis for our opinions.

Define ition and Limitations of Internal Control Over Financial Reporting

A company's internal control over finff ancial reporting is a process designed to provide reasonabla e assurance regarding the
reliabia lity of financial reporting and the preparation of finff ancial statements for external purposrr es in accordance with generally
accepted accounting principles. A company's internal control over finff ancial reporting includes those policies and procedurdd es that
(1) pertain to the maintenance of records that, in reasonabla e detail, accurately and faiff rly refleff ct the transactions and dispositions
of the assets of the company; (2) provide reasonabla e assurance that transactions are recorded as necessary to permit preparation
of financial statements in accordance with generally accepted accounting principles and that receipts and expenditures of the
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company are being made only in accordance with authorizations of management and directors of the company; and (3) provide
reasonabla e assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the Company's
assets that could have a material effectff on the finff ancial statements.

Because of its inherent limitations, internal control over finff ancial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to futff urtt e periods are subject to the risk that controls may become inadequate
because of changes in conditions or that the degree of compliance with the policies or procedurdd es may deteriorate.

Critical Audit MatMM ter

The critical audit matter communicated below is a matter arising from the current period audit of the financial statements that
was communicated or required to be communicated to the audit committee and that (1) relates to accounts or disclosures that are
material to the finff ancial statements and (2) involved especially challenging, subju ective, or complex judgments. The
communication of the critical audit matter does not alter in any way our opinion on the finff ancial statements taken as a whole, and
we are not, by communicating the critical audit matter below, providing a separate opinion on the critical audit matter or on the
accounts or disclosures to which it relates.

Liabilityii for UnpUU aid Losses and Loss Adjudd stmett nt Expexx nses - Referff to Notes 1 and 13 to ttt hett Finaii ncial StaSS tementstt

Critical Audit MatMM ter Description

The Company’s estimated liabia lity for unpaid losses and loss adjud stment expense (LAE) totaled $579 million at December 31,
2025. The Company’s reserve for unpaid losses and LAE represents the estimated ultimate cost of settling all claims incurred
related to insured events that have occurred as of the reporting date. The Company determines the reserve for unpaid losses and
LAE on an individual-case basis for those claims reported as of December 31, 2025, with bulk reserves forff additional
development, if any, on the reported claims and an estimate for unpaid losses and LAE forff all claims incurred related to insured
events that have occurred as of December 31, 2025 but have not yet been reported by the policyholders to the Company
(collectively referff red to as incurred but not reported or IBNR). Management estimates IBNR reserves by projeo cting ultimate
losses using industry-rr accepted actuatt rial methods. Management also engages independent actuatt rial firms to prepare an actuatt rial
analysis of unpaid losses and LAE and provides statements of actuat rial opinion on management’s estimate of unpaid losses and
LAE.

Estimating the liability for unpaid losses and LAE requires significant judgment including the selection of loss ratios, projection
of loss development patterns, and use of and weighting of actuatt rial methods. Estimating the liabia lity for unpaid losses and LAE
is inherently uncertain, dependent on management’s judgment, and significantly impacted by claim and actuat rial factors and
conditions that may change over time. The ultimate settlement of unpaid losses and LAE may vary materially from the recorded
liabia lity, and such variance may adversely affeff ct the Company’s finff ancial results. For these reasons, we identifieff d the estimate of
unpaid losses and LAE as a critical audit matter, as it involved especially subju ective auditor judgment.

How the Critical Audit MatMM ter was Addrdd essed in the Audit

Our audit procedurdd es related to the unpaid losses and LAE reserve included the following, among others:

• We obtained an understanding, evaluated the design, and tested the operating effectiveness of key controls over the process
and data used by management to estimate the liabia lity for unpaid losses and LAE, including those controls related to the
estimation of and management’s review of the estimated liabia lity of unpaid losses and LAE.

• We tested the completeness, integrity, and accuracy of the underlying data used by the Company’s engaged actuat ries, such
as paid loss data, case reserve data, loss adjustment expense data, and loss development tables.

• With assistance from our engaged actuatt rial specialist, we reviewed the reasonabla eness of the methods and assumptions used
by the Company’s engaged actuat ries to evaluate their unpaid losses and LAE reserve estimate. We assessed the
reasonabla eness of management’s selection of its estimate for unpaid losses and LAE, including the key factors considered by
management in arriving at such estimates

/s/ Plante & Moran, PLLC

We have served as the Company’s auditor since 2018.
Chicago, Illinois
March 12, 2026
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HERITAGE INSURANCE HOLDINGS, INC.
CONSOLIDATED BALANCE SHEETS

(In tII hott usands)s

December 31,
2025 2024

ASSETS
Fixed maturt ities, availabla e-for-sale, at fair value (amortized cost of $726,774 and $692,790) $ 713,237 $ 655,555
Equity securities, at fair value, (cost $1,064 and $1,936) 1,064 1,936
Other investments, net 1,285 5,952

Total investments 715,586 663,443
Cash and cash equivalents 559,274 452,666
Restricted cash 13,307 10,979
Accruer d investment income 6,556 5,592
Premiums receivabla e, net 95,331 102,134
Reinsurance recoverabla e on paid and unpaid claims, net of allowance forff credit losses of
$175 and $197 318,588 740,204
Prepaid reinsurance premiums 307,039 309,802
Deferred income tax asset, net 5,855 13,876
Deferred policy acquisition costs, net 64,544 63,204
Property and equipment, net 28,254 38,080
Right-of-use lease asset, finff ance 12,598 15,082
Right-of-use lease asset, operating 4,878 5,850
Intangibles, net 30,189 36,372
Other assets 33,823 11,640

Total Assets $ 2,195,822 $ 2,468,924
LIABILITIES AND STOCKHOLDERS' EQUITY
Unpaid losses and loss adjud stment expenses $ 579,477 $ 1,042,687
Unearned premiums 707,923 702,707
Reinsurance payable 232,801 227,060
Long-term debt, net 78,428 116,319
Advance premiums 19,164 15,186
Income taxes payable, net 4,282 846
Accruer d compensation 8,844 8,926
Lease liabia lity, finff ance 15,587 18,071
Lease liabia lity, operating 5,800 6,945
Accounts payable and other liabia lities 38,265 39,378

Total Liabilities $ 1,690,571 $ 2,178,125
Commitments and contingencies (Note 17)
Stockholders’ Equity:
Common stock, $0.0001 par value, 50,000,000 shares authorized, 43,171,585 shares issued
and 30,833,776 outstanding at December 31, 2025 and 42,838,713 shares issued and
30,607,039 outstanding at December 31, 2024 3 3
Additional paid-in capital 365,736 362,644
Accumulated other comprehensive income, net of taxes (10,555) (28,604)
Treasury srr tock, at cost, 12,337,809 and 12,231,674 shares December 31, 2025 and 2024,
respectively (133,183) (130,900)
Retained earnings 283,250 87,656

Total Stockholders' Equity 505,251 290,799
Total Liabilities and Stockholders' Equity $ 2,195,822 $ 2,468,924

The accompanying notes are an integragg l part of to hese consolidatdd ed financial statements.tt
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HERITAGE INSURANCE HOLDINGS, INC.
CONSOLIDATED STATEMENTS OF OPERATRR IONS AND COMPREHENSIVE INCOME

(In tII hott usands, es xcee ept share and per share datdd a)tt

For thett Year Ended December 31,
2025 2024 2023

REVENUES:
Gross premiums written $ 1,436,346 $ 1,432,942 $ 1,343,101
Change in gross unearned premiums (5,243) (26,836) (19,458)
Gross premiums earned 1,431,103 1,406,106 1,323,643
Ceded premiums earned (636,946) (638,246) (626,458)
Net premiums earned 794,157 767,860 697,185
Net investment income 37,156 36,631 25,756
Net realized gains (losses) on debt securities and other investments 2,713 (705) (972)
Other revenue 13,304 13,199 13,529
Total revenues 847,330 816,985 735,498

EXPENSES:
Losses and loss adjud stment expenses 313,246 447,048 426,129
Policy acquisition costs, net of ceding commission income (1) 173,961 191,189 167,610
General and administrative expenses, net of ceding commission income
(2) 92,972 85,138 77,777
Intangible asset impairment — — 767
Total expenses 580,179 723,375 672,283

Operating income 267,151 93,610 63,215
Interest expense, net 7,887 10,934 11,210

Income before income taxes 259,264 82,676 52,005
Income tax expense 63,670 21,136 6,698
Net income $ 195,594 $ 61,539 $ 45,307
OTHER COMPREHENSIVE INCOME
Change in net unrealized gains on investments 23,588 8,771 23,388
Reclassification adjustment for net realized investment losses (gains) 107 (51) 636
Income tax expense related to items of other comprehensive income (5,646) (2,074) (5,690)

Total comprehensive income $ 213,643 $ 68,185 $ 63,641
Weighted average shares outstanding

Basic 30,890,609 30,595,348 26,193,065
Diluted 30,949,899 30,654,611 26,252,328

Earnings per share
Basic $ 6.33 $ 2.01 $ 1.73
Diluted $ 6.32 $ 2.01 $ 1.73

(1) Policy ac cquisii tion costs includes $54.8 million, $37.8 million and $48.7 million of co eding commissii on income for the
repore ting years 2025, 2024 and 2023, respectivelyll .

(2) General and administration includes $18.1 million, $12.5 million and $16.1 million of co eding commissii on income for the
repore ting years 2025, 2024 and 2023, respectivelyll .

The accompanying notes are an integragg l part of to hese consolidatdd ed financial statements.tt
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HERITAGE INSURANCE HOLDINGS, INC.
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY

(In thousands, excepee t share and per share datdd a)

Common
Shares

Common
Shares
Amount

Addidd tioi nal
Paid-idd n-ii
Capia tai l

Retained
Earnings
(Deficff it)

Treasury
Stoctt k

Accumulated
Othett r

Comprehensive
Income
(Loss)

Total
Stoctt kholdell rs'
Equityi

Balance at December 31, 2022 25,539,433 $ 3 $ 334,711 $ (19,190) $ (130,900) $ (53,585) $ 131,039
Net unrealized change in
investments, net of tax — — — — — 18,335 18,335
Surrendered shares forff tax
withholding (68,865) — (429) — — — (429)
Restricted stock vested 25,000 — — — — — —
Issued restricted stock 1,286,855 — — — — — —
Forfeiture on restricted stock (483,454) — (1,750) — — — (1,750)
Stock-based compensation on
restricted stock — 3,112 — — — 3,112
Issuance of common stock
through public and private
offeff ring, net 3,919,969 — 24,666 — — — 24,666
Net income — — — 45,307 — — 45,307
Balance at December 31, 2023 30,218,938 $ 3 $ 360,310 $ 26,117 $ (130,900) $ (35,250) $ 220,280
Net unrealized change in
investments, net of tax — — — — — 6,646 6,646
Surrendered shares forff tax
withholding (77,159) — (971) — — — (971)
Issued restricted stock 465,260 — — — — — —
Stock-based compensation on
restricted stock — — 3,254 — — — 3,254
Additional costs associated to
public offeff ring — — (3) — — — (3)
Unallocated dividends on
restricted stock forff feitures — — 54 — — — 54
Net income — — — 61,539 — — 61,539
Balance at December 31, 2024 30,607,039 $ 3 $ 362,644 $ 87,656 $ (130,900) $ (28,604) $ 290,799
Net unrealized change in
investments, net of tax — — — — — 18,049 18,049
Surrendered shares forff tax
withholding (77,659) — (2,296) — — — (2,296)
Issued restricted stock 410,531 — — — — — —
Stock-based compensation on
restricted stock — — 5,388 — — — 5,388
Stock buyback (106,135) — — — (2,283) — (2,283)
Net income — — — 195,594 — — 195,594
Balance at December 31, 2025 30,833,776 $ 3 $ 365,736 $ 283,250 $ (133,183) $ (10,555) $ 505,251

The accompanying notes are an integragg l part of to hese consolidatdd ed financial statements.tt
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HERITAGE INSURANCE HOLDINGS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts itt n tii hott usands)s

For thett Year Ended December 31,
2025 2024 2023

OPERATRR ING ACTIVITIES
Net income $ 195,594 $ 61,539 $ 45,307
Adjud stments to reconcile net income to net cash provided by operating
activities:
Stock-based compensation 5,388 3,254 1,362
Bond amortization and accretion (779) (2,644) (3,488)
Amortization of original issuance discount on debt 363 857 469
Depreciation and amortization 12,699 9,551 8,689
Provision for credit losses 368 51 856
Net realized (gains) losses (2,713) 705 937
Deferred income taxes 2,375 (4,839) 40
Goodwill or intangible asset impairment — — 767
Changes in operating assets and liabia lities:
Accruerr d investment income (964) (1,524) (251)
Premiums receivabla e, net 6,413 (12,695) 2,403
Prepaid reinsurance premiums 2,763 (15,580) 12,755
Reinsurance recoverable on paid and unpaid claims 421,638 (257,775) 322,630
Income taxes receivable — 13,354 (1,236)
Deferred policy acquisition costs, net (1,340) 6,053 (3,267)
Right-of-use asset, net 3,456 3,509 3,026
Other assets (11,157) 1,034 (1,165)
Unpaid losses and loss adjustment expenses (463,210) 196,732 (285,852)
Unearned premiums 5,216 26,786 19,280
Reinsurance payable 5,741 67,237 (39,980)
Income taxes payable 3,436 846 —
Debt issuance costs (2,204) — —
Accruerr d interest 121 (179) (410)
Advance premiums 3,978 (8,714) (2,616)
Accruerr d compensation (82) (535) 2,867
Lease liabia lity, net (3,629) (3,446) (2,785)
Other liabia lities (1,233) 3,518 (9,923)

Net cash provided by operating activities 182,238 87,095 70,415
INVESTING ACTIVITIES

Fixed maturt ity securities sales, maturt ities and paydowns 311,323 203,512 332,511
Fixed maturt ity securities purchases (344,644) (286,970) (230,743)
Redemption of equity securities 893 — —
Return on other investments 4,666 359 1,080
Other investment sales — — 8,000
Equity securities reinvestments of dividends (21) (270) (152)
Proceeds froff m the sale of property 3,184 — —
Cost of property and equipment acquired (8,074) (8,230) (9,890)

Net cash (used in) provided by investing activities (32,673) (91,599) 100,806
FINANCAA ING ACTIVITIES
Proceeds froff m loan agreement — 5,500 —
Issuance of common stock, net of offeff ring costs — (3) 24,666
Mortgage loan payments (10,787) (270) (180)
Principal payments on term loan faciff lity (6,063) (9,500) (9,500)
Repayment of loan agreement (19,200) — —
Tax withholding on share-based compensation awards (2,296) (971) (429)
Purchase of treasury srr tock (2,283) — —
Dividends forff feited (paid) — 54 (11)

Net cash (used in) provided by finff ancing activities (40,629) (5,190) 14,546
Increase (decrease) in cash, cash equivalents, and restricted cash 108,936 (9,694) 185,767
Cash, cash equivalents and restricted cash, beginning of period 463,645 473,339 287,572
Cash, cash equivalents and restricted cash, end of period $ 572,581 $ 463,645 $ 473,339
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For thett Year Ended December 31,
2025 2024 2023

Supplemental Cash Flows Information: (in tii hott usands)s
Non-cash promissory note received in connection with the sale of property $ 11,000 $ — $ —
Interest paid $ 6,891 $ 9,466 $ 9,312

Cash paid for income taxes consisted of the folff lowing as of December 31:

For thett Year Ended December 31,
2025 2024 2023

Income taxes paid, net of refundsff (in tii hott usands)s
Federal $ 50,300 $ 8,500 $ 5,992
State 7,558 4,090 1,902
Total income taxes paid, net of refundsff $ 57,858 $ 12,590 $ 7,894

Income taxes paid, net of refundsff exceeded 5% of total income taxes paid, net of refunds in the folff lowing state and local
jurisdictions:

State 2025 2024 2023
Florida $ 6,673 $ 3,800 $ 675
New York * * $ 507

* Jurisdiction below the threshold forff the period presented

Reconciliation of cash, cash equivalents, and restricted cash to the consolidated balance sheets:

December 31, 2025 December 31, 2024
(in tii hott usands)s

Cash and cash equivalents $ 559,274 $ 452,666
Restricted cash 13,307 10,979
Total cash, cash equivalents and restricted cash shown in the consolidated statements of
cash flows $ 572,581 $ 463,645

The accompanying notes are an integragg l part of to hese consolidatdd ed financial statements.tt
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HERITAGE INSURANCE HOLDINGS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1. Basis of Presentation, Nature of Business and Significff ant Accounting Policies and Practices

Busineii ss Descriptii iott n

Heritage Insurance Holdings, Inc. (the “Company”) is an insurance holding company. The Company’s insurance
subsu idiaries are Heritage Property & Casualty Insurance Company (“Heritage P&C”), Zephyr Insurance Company (“Zephyr”),
and Narragansett Bay Insurance Company (“NBIC”). The Company’s other subsu idiaries include: Heritage MGA, LLC
(“MGA”), the managing general agent that manages subsu tantially all aspects of Heritage P&C; Contractors’ Alliance Network,
LLC, the Company’s vendor network manager; Osprey Re Ltd., the Company’s reinsurance subsu idiary that may provide a
portion of the reinsurance protection purchased by the Company’s insurance subsu idiaries; Heritage Insurance Claims, LLC, an
inactive subsidiary reserved for futff urt e development; Zephyr Acquisition Company (“ZAC”), a holding company; NBIC
Holdings, Inc., and NBIC Service Company, which provides services to NBIC.

The Company’s primary products are personal and commercial residential insurance, which the Company currently
offeff rs in Alabama, California, Connecticut, Delaware, Florida, Georgia, Hawaii, Maryland, Massachusetts, Mississippi, New
Jersey, New York, North Carolina, Rhode Island, South Carolina, and Virginia. The Company conducts its operations under a
single reporting and operating segment.

Basis oii f Po rePP sentattt iott n

The consolidated financial statements include the accounts of Heritage Insurance Holdings, Inc. and its wholly-owned
subsu idiaries. The accompanying consolidated financial statements include the accounts of the Company and all other entities in
which the Company has a controlling finff ancial interest (none of which are variable interest entities). All intercompany accounts
and transactions have been eliminated in consolidation.

Busineii ss Segme ent

Pursuant to FASB Accounting Standards Codificff ation (“ASC”) 280, Segment Reporting, operating segments represent
components of an enterprrr ise forff which separate finff ancial information is availabla e that is regularly evaluated by the chief
operating decision maker in determining how to allocate resources and in assessing performance. The Company’s operations
consist of a single operating and reportable segment: residential property insurance. The Company conducts its business as a
property and casualty insurer, which is based upon the Company's business organizational and management structurtt e, as well as
information used by the Company's Chief Executive Officer and Board of Directors, who are collectively the chief operating
decision maker ("CODM") to allocate the Company's resources. The CODM makes decisions, allocates resources, and assesses
corporate performance using consolidated financial inforff mation. The CODM receives consolidated financial statements to
evaluate the performance of the Company and to make decisions that affeff ct the Company's prospects forff future cash floff ws and
profitaff bia lity.

Reclasll sifii cation

The Company did not have any reclassificff ations for the years ended December 31, 2025 and 2024.

Use of Eo stEE imatt tes

The preparation of consolidated financial statements in conforff mity with United States Generally Accepted Accounting
Principles (“U.S. GAAP”) requires the Company to make estimates and assumptions about future events that affeff ct the amounts
reported in the Company’s consolidated financial statements and accompanying notes. The Company evaluates its estimates on
an ongoing basis when updau ted inforff mation related to such estimates becomes availabla e. The Company bases its estimates on
historical experience and inforff mation availabla e to it at the time these estimates are made. Actuatt l results could diffeff r materially
from these estimates.
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Cash and CasCC h Equivalenll ts

The Company’s cash and cash equivalents include demand deposits with financial institutions and short-term, highly-
liquid finff ancial instruments with original maturities of three months or less when purchased. The carrying amounts reported in
the consolidated balance sheets for interest bearing deposits approximate their faiff r value because of the short maturt ity of these
financial instrumrr ents.

To the extent there are negative cash balances with any individual finff ancial institution, the Company excludes the
negative amount from cash and cash equivalents negative cash balances and reports as accounts payable and other liabia lities.

Restritt ctedtt Cash

Restricted cash related to individual state regulatory drr eposits of $13.3 million and $11.0 million as of December 31,
2025 and 2024, respectively. The Company earned interest income of $58,022 and $33,545 on its restricted cash deposits.

Investmentstt

Securities Available forff sale

The Company investments in debt securities and short-term investments are classified as availabla e-for-sale with
maturities of greater than three months and reported at faiff r value in the consolidated balance sheet. Subsequent to its acquisition
of debt securities and short-term availabla e-for-sale, the Company records changes in value through the date of disposition as
unrealized holding gains and losses, net of tax effeff cts, and includes them as a component of other comprehensive income.
Premium and discount on investment securities are amortized and accreted using the interest method and charged or credited to
investment income. Referff to Note 2 “InvII estments” to these consolidated financial statements forff further inforff mation.

Accumulated Other Comprehensive IncII ome

Accumulated other comprehensive income consists solely of unrealized gains and losses on debt securities availabla e-
for-sale, net of tax.

Investment Gains and Losses

Net realized investment gains and losses are included as a component of pre-tax revenues based upon specific
identificff ation of the investments sold on the trade date. Included in net realized and unrealized gains (losses) are credit
impairment losses on invested assets other than those investments accounted for using the equity method of accounting described
in the “Allowance forff Credit Losses” and “Impairment of Other Investments” section discussed below.

Alloll wance forff Creditdd Losses (Av(( ailaii ble-ll fo- r-Sa- le-Debt SecuSS ritiei s)

The impairment model forff availabla e-for-sale (“AFS”) debt securities differff s froff m the current expected credit loss
(“CECL”) methodology applied forff held to maturity debt securities because AFS debt securities are measured at fair value rather
than amortized cost. For AFS debt securities in an unrealized loss position, the Company first assesses whether it intends to sell,
or it is more likely than not that it will be required to sell the security before recovery of its amortized cost basis. If either
criterion is met, the security’s amortized cost basis is written down to faiff r value through income. For AFS debt securities where
neither of the criteria are met, the Company evaluates whether the decline in faiff r value has resulted froff m credit losses or other
factors. In making this assessment, management considers the extent to which faiff r value is less than amortized cost, any changes
to the credit rating of the security by a rating agency, and adverse conditions specifically related to the security, among other
factors. If this assessment indicates that a credit loss exists, the present value of cash floff ws expected to be collected from the
security are compared to the amortized cost basis of the security. If the present value of cash floff ws expected to be collected is
less than the amortized cost basis, a credit loss exists and an allowance forff credit losses is recorded for the credit loss, limited to
the amount that the faiff r value is less than the amortized cost basis. Under the guidance, an entity may no longer consider the
length of time fair value has been less than amortized cost. As of December 31, 2025 and 2024, management evaluated and
determined a credit allowance was not significant to the finff ancial statements.
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Othett r InvII estmentstt

Non-Consolidating Variabla e Interest Entities (“VIEs”)

The Company holds certain passive investments as described in Note 2 "Investments" to these financial statements. The
Company determines at the inception of each arrangement whether an entity in which it has made an investment or in which it
has other variable interests is considered a variabla e interest entity ("VIE"). The Company consolidates VIEs when it is
determined to be the primary beneficiary.rr The Company is the primary beneficiary orr f a VIE when it has the power to direct
activities that most significantly affeff ct the economic performance of the VIE and has the obligation to absa orb tr he majoa rity of
their losses or entitled to benefitsff . If the Company is not the primary beneficiary irr n a VIE, it will account for the investment or
other variabla e interests in a VIE in accordance with applicable GAAP. For the year ended December 31, 2025 and 2024, the
Company was not the primary beneficiary trr o any of its other investments and thereforff e considered the other investments as non-
consolidated VIEs.

Equity securities that do not result in consolidation and are not accounted for under the equity method, are measured at
fair value. Equity securities without a readily determinable fair value are reported at cost, less impairment, unless the Company
identifieff s observabla e price changes in orderly transactions for the identical or a similar investment of the same issuer
(measurement alternative). Changes in faiff r value are refleff cted in the Company’s consolidated statements of operations. Certain
other investments provide the Company with monthly or quarterly return on capital on a regular schedule.

Impairment of Other Investments

The Company maintains various interests in other investments without a readily determinable fair value that are
evaluated forff impairment at each reporting period. When such events or changes occur, the Company evaluates the estimated
present value of future cash floff ws compared to its cost basis in the investment to evaluate whether there may be an impairment.
The Company had no impairments for the year ended December 31, 2025. For the year ended December 31, 2024 and 2023, the
Company recorded $0.8 million and $2.2 million , respectively, for impairment charges on its other investments.

Fair Value

Majoa r categories of finff ancial assets and liabia lities are measured at fair value on a recurring basis. Certain assets and
liabia lities are measured at fair value on a nonrecurring basis when impaired, which include long-lived assets, and other
investments that the Company cannot significantly influence.

Fair value is the price that would be received froff m selling an asset or paid to transfer a liabia lity in an orderly transaction
between market participants at the measurement date. When determining the fair value measurements for assets and liabia lities
required to be recorded at fair value, the principal or most advantageous market in which the Company would transact is
analyzed. Assumptions that market participants would use when pricing the asset or liabia lity, such as inherent risk, transfer
restrictions, and risk of non-performance, are considered.

The Company estimates the fair value of its investments using the closing prices on the last business day of the
reporting period, obtained froff m active markets such as the NYSE and NASDAQ. For securities forff which quoted prices in active
markets are unavailabla e, the Company uses observabla e inputs such as quoted prices in inactive markets, quoted prices in active
markets forff similar instrumrr ents, benchmark interest rates, broker quotes and other relevant inputs. The Company does not have
any investments in its portfolff io which require the use of unobservabla e inputs. The Company’s estimate of fair value refleff cts the
interest rate environment that existed as of the close of business on December 31, 2025. Changes in interest rates afteff r December
31, 2025 may affectff the faiff r value of the Company’s investments.

The Company’s non-financial assets, such as intangible assets, are carried at cost until there are indicators of
impairment and are recorded at fair value only when an impairment charge is recognized. Referff to Note 3 “In“ tangible Assets,
net” to these consolidated financial statements forff further inforff mation on the Company's 2023 goodwill impairment charges.
Long term debt is recorded at carrying value, Referff to Note 14 “Lo“ ng-Term Debt” to these consolidated financial statements forff
further inforff mation.

g ( )
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Premiums

The Company records direct and assumed premiums written as revenue, which are earned on a daily pro rata basis over
the contract period of the related in force policies or reinsurance contract. For any portion of premiums not earned at the end of
the reporting period, the Company records an unearned premium liabia lity.

Premiums receivabla e represents amounts duedd from the Company's policyholders for billed premiums and related policy
fees. The Company's current policy system cancels policies forff non-payment in compliance with state insurance regulations, and
thereby ensures that premium is not earned if the premium payment is not current. Balances in premiums receivabla e are removed
upon cancellation of the policy dued to non-payment. The Company's allowance forff credit losses, which relates to premium
balances from a previous billing system as well as uncollectible agent commission due back to the Company for cancelled
policies, was $1.7 million and $1.4 million as of December 31, 2025 and 2024, respectively. Bad debt expense related to
uncollectible agent commission due back to the Company for cancelled policies was $0.2 million, $0.1 million and $0.9 million
for the years ended December 31, 2025, 2024 and 2023, respectively.

When the Company receives premium payments from policyholders prior to the effeff ctive date of the related policy, the
Company records an advance premiums liabia lity. On the policy effective date, the Company reduces the advance premium
liabia lity and records the premiums as described abovea .

Policy Acquisition Coststt

The Company incurs policy acquisition costs that vary with, and are directly related to, the production of new business.
Policy acquisition costs consist of the following four items: (i) commissions paid to outside agents at the time of policy issuance;
(ii) policy administration feesff paid to a third-party administrator at the time of policy issuance; (iii) premium taxes; and (iv)
inspection feesff . The Company capitalizes policy acquisition costs to the extent recoverabla e, then the Company amortizes those
costs over the contract period of the related policy. The deferff red reinsurance ceding commission income is amortized over the
effeff ctive period of the related insurance policies and is offsff et to deferred policy acquisition costs in the Company's Consolidated
Balance Sheet.

The Company earns ceding commission on its quota share reinsurance contracts. The Company's accounting policy is to
allocate ceding commission between policy acquisition costs and general and administrative expenses for finff ancial reporting
purporr ses. Ceding commission is allocated between policy acquisition costs and general and administrative expenses based uponu
the proportion these costs bear to production of new business. Ceding commissions received on ceded reinsurance contracts are
netted against acquisition costs and are recognized ratably over the life off f the assumed underlying contract. For the years ended
December 31, 2025, 2024, and 2023, the Company earned ceding commission income of $72.9 million, $50.3 million and $64.8
million of which $54.8 million, $37.8 million and $48.7 million was allocable to policy acquisition costs.

Ceding commission income is deferred and recognized over the quota share contract period. The amount and rate of
ceding reinsurance commissions earned on the net quota share contract can slide within a prescribed minimum and maximum,
depending on loss performance and how future losses develop.

Premium Deficff iency Rc eserve

At each reporting date, the Company determines whether it has a premium deficff iency. A premium deficff iency would
result if the sum of the Company’s expected losses, deferred policy acquisition costs, and policy maintenance costs (such as costs
to store records and costs incurred to collect premiums and pay commissions) exceeded the Company’s related unearned
premiums plus investment income. Should the Company determine that a premium deficff iency exists, the Company would record
a reserve for the unrecoverabla e portion of deferff red policy acquisition cost. At December 31, 2025 and 2024, the Company has
recorded no premium deficff iency reserve.
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Reinsurance

The Company follows industry prr ractice of reinsuring a portion of its risks. Reinsurance involves transferring, or
“ceding”, all or a portion of the risk exposure on policies the Company writes to another insurer, known as a reinsurer. To the
extent that the Company’s reinsurers are unabla e to meet the obligations they assume under the Company’s reinsurance
agreements, the Company remains liabla e forff the entire insured loss. As a result, a reasonabla e possibility exists that an estimated
recovery may change significantly in the near term from the amounts included in the Company’s consolidated financial
statements.

The Company’s reinsurance agreements are generally short-term, prospective contracts. The Company records an asset,
prepaid reinsurance premiums, and a liabia lity, reinsurance payabla e, for the entire contract amount upon commencement of new
reinsurance agreements. The Company amortizes its prepaid reinsurance premiums over the 12-month contract period.

The Company's provisional ceding commissions that it receives in connection with its reinsurance contracts are
recorded as an offsff et to deferred acquisition costs.

When the Company incurs losses recoverabla e under its reinsurance program, the Company records amounts recoverabla e
from its reinsurers on paid losses plus an estimate of amounts recoverabla e on unpaid losses. The estimate of amounts recoverabla e
on unpaid losses is a function of the Company’s liabia lity for unpaid losses associated with the reinsured policies; thereforff e, the
amount changes in conjunction with any changes to the estimate of unpaid losses. Given that an estimate of amounts recoverabla e
from reinsurers on unpaid losses may change at any point in the futff urtt e because of its relation to the Company’s reserves forff
unpaid losses, a reasonabla e possibility exists that an estimated recovery may change significantly from initial estimates.

The Company remains liabla e forff claims payments if any reinsurer is unabla e to meet its obligations under the reinsurance
agreements. Failure of reinsurers to honor their obligations could result in losses to the Company. The Company evaluates the
financial condition of its reinsurers and monitors concentration of credit risk arising from similar geographic regions, activities or
economics characteristics of the reinsurers to minimize its exposure to significant losses froff m reinsurer insolvencies. The
Company contracts with a diverse population of reinsurers to secure its annual reinsurance coverage, forff which the excess of loss
treaties generally become effeff ctive June 1st each year.

Alloll wance forff Creditdd Losses forff Reinsurance Recoverablesll

The allowance forff credit losses forff reinsurance recoverabla e is evaluated based on historical loss experience adjud sted for
current events and reasonabla e and supporuu tabla e forff ecasts from both internal and external sources.

The Company monitors the credit quality of its reinsurance recoverabla es through the use of A.M. Best’s Financial
Strength rating ("FSR"), or in the absence of an FSR consideration of credit ratings issued by approved rating agencies such as
S&P, Moody’s, or Fitch. At December 31, 2025, the determination of the allowance forff credit losses on reinsurance recoverabla es
included analysis of (i) reinsurance recoverabla e balances by reinsurer FSR, (ii) estimated payment patterns associated with the
claims underlying the reinsurance balances and (iii) historical default rates by reinsurer FSR as published by A.M. Best. In
addition to the quantitative analysis, qualitative factff ors considered include but are not limited to (i) global reinsurer capital level,
(ii) reinsurance market trends, (iii) the interest rate environment and (iv) the stressed global economy. Reinsurance recoverabla es
are reported on the consolidated balance sheets net of the CECL allowance, if any.

Long-Lgg ived Assets—ProPP peo rty att nd Equipmii ent

Property and equipment is stated at cost less accumulated depreciation and amortization. Depreciation is calculated on a
straight-line basis over the estimated usefulff lives as follows: building—40 years; computer hardware and softwff are 3-years; offiff ce
and furff niture equipment—3 to 7 years. Leasehold improvements are amortized over the shorter of the lease term or the asset’s
usefulff life.ff Expenditures forff improvements are capitalized to the property accounts. Replacements and maintenance and repairs
that do not improve or extend the life off f the respective assets are expensed as incurred.
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Capia taii lized Softo watt re

Costs associated with the implementation of certain internal systems are capitalized and carried at the amount
capitalized less accumulated amortization once placed in service and are included as a component of fixed assets on the
Company’s consolidated balance sheet. Costs capitalized include internal personnel costs, external developer costs, and interest.
The implementation costs relate to systems built on software which the Company purchased or licensed and developed both
internally and with third party vendors. As such, capitalized costs will be amortized over the term of the useful life off f the
software.

Leases

The Company leases offiff ce space under finff ance and operating leases with expiration dates through 2031. The Company
determines whether an arrangement constitutes a lease and record lease liabia lities and right-of-use assets on its consolidated
balance sheets at lease commencement. The Company primarily uses its incremental borrowing rates forff its operating leases
(rates are not readily determinable) and implicit rates forff its financing leases in determining the present value of lease payments.
The Company measures right-of-use assets based on the corresponding lease liabia lity adjud sted for (i) payments made to the lessor
at or before the commencement date, (ii) initial direct costs the Company incurs and (iii) tenant incentives under the lease. The
Company begins recognizing rent expense when the lessor makes the underlying asset availabla e to the Company, the Company
does not assume renewals or early terminations unless the Company is reasonabla y certain to exercise these options at
commencement, and it does not allocate consideration between lease and non-lease components.

For short-term leases, the Company records rent expense in its consolidated statements of operations on a straight-line
basis over the lease term and record variable lease payments as incurred.

Goodwill and IntII antt gible All ssets

When the Company acquires a subsu idiary or other business where it exerts significant influff ence, the faiff r value of the net
tangible and intangible assets acquired is determined and compared to the amount paid for the subsu idiary or business acquired.
Any excess of the amount paid over the fair value of those net assets is considered to be goodwill. Any excess of carrying value
over faiff r value is written down as an impairment. This evaluation is performed annually, durdd ing the fourth quarter or more
frequently if facts and circumstances warrant. An impairment loss would be recognized if, aff nd to the extent that, the carrying
value of goodwill exceeded the implied value.

Acquired intangible assets are amortized over their usefulff lives on a straight-line basis over the period of expected
benefit, generally up to 15 years. Intangible assets are assessed forff impairment generally when events or circumstances indicate a
potential impairment. If it is determined that the carrying amount of the asset is not recoverabla e, the asset is written down to faiff r
value and an impairment loss is recognized. For the year ended December 31, 2025 and 2024, the Company did not identify any
impairments. For the year ended December 31, 2023, the Company recorded an impairment of $767,000 associated with the
Company construcrr tion affiliate resulting froff m changes to its operations.

Unpain d Losses and Loss Adjudd stmett nt Expexx nses

The Company’s reserves forff unpaid losses and loss adjud stment expenses represent the estimated ultimate cost of settling
all reported claims plus all claims the Company incurred related to insured events that have occurred as of the reporting date, but
that policyholders have not yet reported to the Company (incurred but not reported, or “IBNR”).

The reserve for unpaid losses is the estimate of amounts necessary to settle all reported and unreported incurred claims
for the ultimate cost of insured losses, based uponuu the factff s of each case and the Company’s experience with similar cases.
Salvage and subru ogation are deducted froff m the reserve forff claims and claims expense on a cash basis. The establa ishment of
appropriate reserves, including reserves for catastrophe losses, is an inherently uncertain and complex process. Reserve estimates
are primarily derived using an actuatt rial estimation process in which historical loss patterns are applied to actuatt l paid losses and
reported losses (paid losses plus individual case reserves established by claim adjud sters) for an accident or report year to create
an estimate of how losses are likely to develop over time. Development factff ors are calculated quarterly and periodically
throughout the year for data elements such as claims reported and settled, paid losses, and paid losses combined with case
reserves. The historical development patterns forff these data elements are used as the assumptions to calculate reserve estimates,
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including the reserves forff reported and unreported claims. Reserve estimates are regularly reviewed and updau ted, using the most
current information availabla e. Any resulting re-estimates are reflected in current results of operations.

The Company reports its reserves for unpaid losses and loss adjud stment expenses gross of the amounts related to unpaid
losses recoverabla e froff m reinsurers and reports loss and loss adjud stment expenses net of amounts ceded to reinsurers. The
Company does not discount its loss reserves for finff ancial statement purposrr es.

Othett r Revenue

Our insurance affiff liates may charge policyholders a policy feeff on each policy written. The Company recognizes the
income immediately when collected, which coincide with related service obligations. The Company also charges pay-plan fees to
policyholders that pay its premiums in more than one installment and records the fees as income when collected. Other income
also includes rental income duedd under non-cancelable leases for space at the Company’s commercial property.

Assessmentstt

Guaranty fund and other insurance-related assessments imposed upon the Company’s insurance company affiliates are
recorded as policy acquisition costs in the period the regulatory arr gency imposes the assessment. To recover assessments which
are paid in advance to the guaranty fundff or other insurance-related entity, the Company recoups such assessments from the
Company's policyholders in the forff m of a policy surcharge. Once the recoupment period begins, the entire recoupment amount is
recorded as an asset on the Company's balance sheet. There were no such assessments during the periods presented.

The Company collects pass through assessments imposed upon policyholders as a policy surcharge and records the
amounts collected as a liabia lity until the Company remits the amounts to the regulatory arr gency that imposed the assessment.

Convertible Notes

In August 2017 and September 2017, the Company issued collectively $136.8 million of 5.875% Convertible Senior
Notes (the “Convertible Notes”) duedd August 1, 2037. As of December 31, 2025 and 2023, the Company has appraa oximately
$885,000 of the Convertible Notes outstanding. This amount is net of $21.1 million of Convertible Notes reacquired and held by
an insurance company subsu idiary. Referff to Note 14 “Lo“ ng-Term Debt” to these consolidated financial statements forff further
information.

Stoctt k-Ba- sed ComCC pem nsatiott n

The Company measures stock-based compensation at the grant date based on the faiff r value of the award and recognizes
stock-based compensation expense over the requisite vesting period in accordance with ASC Topic 718, Compensation—St— ock
Compensation. For awards with performance-based vesting conditions expense is not recognized until it is determined that it is
probable the performance-based conditions will be met. When achievement of a performance-based condition is probabla e, a
catch-up of expense will be recorded as if the award had been vesting on a straight line basis from the award date. The award
will continue to be expensed on a straight-line basis until probabia lity of achieving the performance-based conditions changes, if
applicable.

Earnings Per ShaSS re

Basic net earnings per share is computed by dividing net income by the weighted average number of common shares
outstanding during the reporting period. Diluted net earnings per share is computed by dividing net income by the weighted
average number of common and common equivalent shares outstanding during the reported period. Common equivalent shares
include incremental shares froff m diluted vested and unvested shares of restricted common stock and convertible notes outstanding
during the period based on the "if converted" method under the guidance of ASU 2020-06.



74

Income taxaa

Income taxes are accounted for under the asset and liabia lity method, that recognizes the amount of income taxes payable
or refundabla e forff the current year and recognizes deferff red tax assets and liabia lities based on the tax rates expected to be in effeff ct
during the periods in which the temporary drr iffeff rences reverse. Temporary drr iffeff rences arise when income or expenses are
recognized in different periods in the consolidated financial statements than on the tax returt ns. The effeff ct on deferred tax assets
and liabia lities of a change in tax rates is recognized in income in the period that includes the enactment date. Deferff red tax assets
are reducdd ed by a valuation allowance if it is more likely than not that all, or some portion, of the benefitsff related to deferff red tax
assets will not be realized. Income taxes includes both estimated fedff eral and state income taxes.

Recentlytt adoptedtt accountintt g guidance

Accountintt g StaSS ndardd ds Update Ntt o.NN ASU 2023-09. In December 2023, the Financial Accounting Standards Board
(“FASB”) issued Accountintt g StaSS ndardd ds Update Ntt o.NN 2023-09 (“AS“ U 2023-09”) Income Taxes (TopiTT c 740)77 : Improvements to
Income Tax Disclosures. This updau te enhances income tax disclosures by requiring public entities to report income tax expense
disaggregated by federal, state, and forff eign taxes, with further detail on specific jurisdictions over a quantitative threshold. In
addition, public entities must also separately disclose reconciling items equal to or greater than five percent of pretax income
from operations by the appla icable federal statutory rate. The Company has adopted this guidance on a prospective basis for the
fiscal year beginning on January 1rr , 2025 and resulting in enhanced income tax disclosures beginning with the Company's
consolidated financial statements forff the year ending December 31, 2025.

Recent accountintt g guidance not adoptedtt

Accountintt g StaSS ndardd ds Update Ntt o.NN ASU 2025-06. On September 18, 2025, the FASB issued updau ted guidance under
ASC 350-40 on the accounting forff internal-use software costs. The updau ted guidance removes all references to software
development projeo ct stages so that the guidance is neutral to different software development methods and allows for the
application of iterative softwff are development methods such as agile. The updated guidance requires that an entity capitalize
software costs when both: 1) management has authorized and committed to the funding of the softwff are projeo ct, and 2) it is
probabla e that the project will be completed, and the software will be used to perform its intended funcff tion. Additionally, the
updated guidance clarifieff s that internal and external training costs and maintenance costs must be expensed as incurred.

The updau ted guidance is effective forff the quarter ended March 31, 2028, and can be applied on a prospective, modified,
or retrospective transition appra oach. Early adoption is permitted. The adoption of this guidance is not expected to have a material
effeff ct on the Company’s results of operations, finff ancial position, or liquidity.

ASU 2025-01 and 2024-03 Income Stattt emtt ent - Repore ting ComCC prm ehensive Income - ExpeEE nse Disaggregatiott n
Discii losures (Sub(( topio c 220-40). This ASU requires disaggregated disclosure of certain income statement expenses, such as
employee compensation and depreciation, for public business entities. The ASU does not change the expense captions an entity
presents on the faceff of the income statement; rather, it requires disaggregation of certain expense captions into specified
categories in disclosures within the footff notes to the finff ancial statements. The ASU also requires disclosure of a qualitative
description of the amounts remaining in relevant expense captions that are not separately disaggregated quantitatively. ASU
2025-01 amends the effective date of ASU 2024-03, clarifying that "public business entities are required to adopt the guidance in
annual reporting beginning afteff r December 15, 2026, and interim periods within annual reporting periods beginning afteff r
December 15, 2027." In addition, early adoption of the ASU is permitted. The Company is evaluating the guidance impact on the
current presentation of the Company's income statement and expects the adoption to result in additional disclosures for certain
expenses.

There are other new accounting pronouncements issued by the FASB that the Company has adopted or will adopt, as
applicable. The Company does not believe any of these new accounting pronouncements have had, or will have, a material
impact on its consolidated financial statements or disclosures.
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Note 2. Investments

The amortized cost, gross unrealized gains and losses, and fair value of the Company’s debt securities availabla e-for-sale
are as folff lows:

December 31, 2025
Cost or Adjudd stedtt /
Amortizeii d CosCC t

Gross UnrUU ealizeii d
Gains

Gross Unrealizll ed
Losses FaiFF r Vii alVV ue

(in tii hott usands)s
Debt SecuSS ritiei s Available-ll fo- r-sale
U.S. government and agency securities $ 89,380 $ 1,014 $ 210 $ 90,184
States, municipalities and political
subdiu visions 347,487 2,147 14,152 335,482

Corporate bonds 226,541 3,431 4,250 225,722
Mortgage-backed securities (1) 59,087 339 1,826 57,600
Asset-backed securities 1,199 — 30 1,169
Other 3,080 — — 3,080
Total $ 726,774 $ 6,931 $ 20,468 $ 713,237

(1) Includes securities at December 31, 2025 with a carrying amount $3.8 million that were pledged as collateral forff the
advance agreement entered into with a finff ancial institution in 2024. The Company is permitted to withdraw or exchange
any portion of the pledged collateral over the minimum requirement at any time.

December 31, 2024
Cost or Adjudd stedtt /
Amortizeii d CosCC t

Gross UnrUU ealizeii d
Gains

Gross UnrUU ealizeii d
Losses FaiFF r Vii alVV ue

(in tii hott usands)s
Debt SecuSS ritiei s Available-ll fo- r-sale
U.S. government and agency securities (1) $ 93,416 $ 245 $ 900 $ 92,761
States, municipalities and political
subdiu visions 326,620 162 25,881 300,901

Corporate bonds 246,795 903 9,009 238,689
Mortgage-backed securities (1) 17,366 — 2,672 14,694
Asset-backed securities 2,588 — 88 2,500
Other 6,005 5 — 6,010
Total $ 692,790 $ 1,315 $ 38,550 $ 655,555

(1) Includes securities at December 31, 2024 with a carrying amount of $23.9 million and $6.7 million that were pledged as
collateral forff the advance agreement entered into with a finff ancial institution in 2018 and 2024, respectively. The Company
is permitted to withdraw or exchange any portion of the pledged collateral over the minimum requirement at any time.

The table below summarizes the Company’s fixff ed maturity securities at December 31, 2025 and 2024 by contractuatt l
maturity periods. Actuatt l results may diffeff r as issuers may have the right to call or prepay obligations, with or without penalties,
prior to the contractuatt l maturt ity of those obligations.

December 31, 2025
Cost or Amortizeii d

Cost Percent of To otTT altt Fair Value PerPP cent of To otTT altt
Debt SecuS ritiei s Available-ll fo- r-sale (in thousands) (s in(( thousands)s
Due in one year or less $ 100,223 14% $ 99,407 14%
Due after one year through five years 401,766 55% 394,603 55%
Due after five years through ten years 151,491 21% 147,346 21%
Due after ten years 73,293 10% 71,881 10%
Total $ 726,774 100% $ 713,237 100%

December 31, 2024
Cost or Amortizeii d

Cost Percent of To otTT altt Fair Value PerPP cent of To otTT altt
Debt SecuS ritiei s Available-ll fo- r-sale (in thousands) (s in(( thousands)s
Due in one year or less $ 92,493 13% $ 91,333 14%
Due after one year through five years 395,362 54% 379,218 58%
Due after five years through ten years 170,853 24% 154,387 24%
Due after ten years 34,082 5% 30,617 5%
Total $ 692,790 95% $ 655,555 100%
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Net Realized Gains on Debt SecSS urities and Othett r InvII estmentstt

The proceeds froff m the sale of debt securities were $6.0 million, $6.5 million and $76.9 million forff the years ended
December 31, 2025, 2024 and 2023, respectively.

The folff lowing tabla e presents net realized gains (losses) on the Company’s debt securities availabla e-for-sale forff the years
ended December 31, 2025, 2024 and 2023, respectively:

For thett Years err ndeddd December 31,
2025 2024 2023

Realizll ed
Gains
(Losses)

Fair Value at
Sale

Realizll ed
Gains
(Losses)

Fair Value at S
alell

Realizll ed
Gains
(Losses)

Fair Value at
Sale

(in tii hott usands)s
Debt SecuSS ritiei s Available-ll fo- r-sale
Realized gains $ 3 $ 4,053 $ 52 $ 5,702 $ 2 $ 22,220
Realized losses (110) 1,965 (5) 794 (638) 54,672

Net realized (losses) gains $ (107) $ 6,018 $ 47 $ 6,496 $ (636) $ 76,892

The folff lowing tabla e presents the reconciliation of net realized gains on debt securities and other investments on the
Company’s investments reported forff the years ended December 31, 2025, 2024 and 2023, respectively:

For thett Year Ended December 31,
2025 2024 2023

(in tii hott usands)s
Gross realized gains on sales of availabla e-for-sale
securities $ 3 $ 52 $ 2
Gross realized losses on sales of availabla e-for-sale
securities (110) (5) (638)
Gross realized gains on sales of other investments 2,820 — 1,900
Impairment recovery from other investments — 4 —
Impairment charge in other investments — (757) (2,236)
Net realized gains on debt securities and other
investments $ 2,713 $ (705) $ (972)

Equityi Investmentstt

For the years ended December 31, 2025, 2024 and 2023, the Company had no net realized and unrealized gains or
(losses) reported.

The folff lowing tabla e presents the Company's equity investments as of December 31, 2025 and 2024, respectively.

For thett Year Ended December 31, 2025 2024
Common stock $ — $ —
Membership Shares 1,064 1,936
Total equity investments $ 1,064 $ 1,936

Net InvII estment Income

The folff lowing tabla e summarizes the Company’s net investment income by majoa r investment category frr orff the years
ended December 31, 2025, 2024 and 2023, respectively:

For thett Year Ended December 31,
2025 2024 2023

(in tii hott usands)s
Debt securities availabla e-for-sale $ 24,200 $ 18,151 $ 16,848
Equity securities 78 127 222
Cash and cash equivalents 13,594 20,881 8,398
Other investments 1,217 906 2,309
Net investment income 39,089 40,065 27,777
Investment expenses 1,933 3,434 2,021
Net investment income, less investment expenses $ 37,156 $ 36,631 $ 25,756
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Unrealizll ed Losses on Debt SecuSS ritiei s

The folff lowing tabla es present, for all debt securities availabla e-for-sale in an unrealized loss position, for which no
allowance forff credit loss is establa ished (including securities pledged), the aggregate faiff r value and gross unrealized loss by length
of time the security has continuously been in an unrealized loss position:

Less Than Twelvell Monthstt Twelvell Monthstt or More

December 31, 2025
Number of
Securitiei s

Gross
Unrealizll ed
Losses FaiFF r Vii alVV ue

Number of
Securitiei s

Gross
Unrealizll ed
Losses FaiFF r Vii alVV ue

(in tii hott usands)s
Debt SecuS ritiei s Available-ll fo- r-sale
U.S. government and agency
securities — $ — $ — 12 $ 210 $ 11,164
States, municipalities and political
subdiu visions 7 55 10,937 302 14,097 232,460
Corporate bonds 9 11 11,734 115 4,239 77,501
Mortgage-backed securities — — — 112 1,826 13,336
Asset-backed securities — — — 20 30 1,170
Other — — — — — —
Total 16 $ 66 $ 22,672 561 $ 20,402 $ 335,631

Less Than Twelvell Monthstt Twelvell Monthstt or More

December 31, 2024
Number of
Securitiei s

Gross
Unrealizll ed
Losses FaiFF r Vii alVV ue

Number of
Securitiei s

Gross
Unrealizll ed
Losses FaiFF r Vii alVV ue

(in tii hott usands)s
Debt SecuS ritiei s Available-ll fo- r-sale
U.S. government and agency
securities 18 $ 294 $ 29,710 19 $ 606 $ 18,541
States, municipalities and political
subdiu visions 26 803 29,440 342 25,078 249,317
Corporate bonds 44 496 33,391 170 8,513 114,361
Mortgage-backed securities 1 — — 122 2,672 14,694
Asset-backed securities — — — 31 88 2,501
Other — — — — — —
Total 89 $ 1,593 $ 92,541 684 $ 36,957 $ 399,415

The Company’s unrealized losses on debt securities have not been recognized because the securities are of a high credit
quality with investment grade ratings. After reviewing the Company's portfolff io, if (i) the Company does not have the intent to
sell, or (ii) it is more likely than not it will not be required to sell the security before its anticipated recovery, then the Company's
intent is to hold the investment securities to recovery, or maturtt ity if necessary to recover the decline in valuation as prices accrete
to par. However, the Company's intent may change prior to maturtt ity due to certain types of events, which include, but are not
limited to, changes in the financial markets, the Company's analysis of an issuer’s credit metrics and prospects, changes in tax
laws or the regulatory err nvironment, or as a result of significant unforff eseen changes in liquidity needs. As such, the Company
may, from time to time, sell invested assets subsu equent to the balance sheet date that it did not intend to sell at the balance sheet
date. Conversely, the Company may not sell invested assets that the Company asserted it intended to sell at the balance sheet
date. Such changes in intent are due to unforff eseen events occurring subsequent to the balance sheet date.

The Company evaluated the availabla e forff sale investments that were in an unrealized loss position forff the years ended
December 31, 2025 and 2024 and determined that the decline in faiff r value was caused by rising interest rates, resulting in no
credit loss allowance recorded as of December 31, 2025 or December 31, 2024.
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Othett r InvII estmentstt

Non-Consolidatdd ed Variable IntII erest EntEE ities (“VIEVV s”EE )”

The Company makes passive investments in limited partnerships (“LPs”), which is accounted for using the equity
method, with income reported in net realized and unrealized gains and losses. The Company also makes passive investments in a
Real Estate Investment Trusrr t (“REIT”), which are accounted for using the measurement alternative method, which is reported at
cost less impairment (if any), plus or minus changes froff m observabla e price changes, as described in the tabla e below.

The folff lowing tabla e summarizes the Company’s non-consolidated VIEs by category arr t December 31, 2025 and 2024 (in
thousands):

Carrying ValVV ue
For thett Year Ended December 31, Balance SheSS et Method 2025 2024
Other Real Estate LLC(1) Other Investments Equity Method $ 472 $ 549
Real Estate Corporation(2) Other Investments Measure Alternative 446 542
Preferff red Membership/Interest (3) Other Investments Measure Alternative — 4,490
Non-real estate related (4) Other Investments Equity Method 367 371
Total non-consolidated VIEs $ 1,285 $ 5,952

(1) For the year ended December 31, 2025 and 2024 the Company received principal pay downs in the amount of and $77,138
and $134,152 respectively.

(2) For the year December 31, 2025, and 2024 the Company received return on capital distributions in the amounts of $96,000
and $216,000, respectively.

(3) The preferff red interest agreement dated June 2022 in aggregate of $8.5 million was subju ect to fixed principal and interest
schedules with a maturt ity date of July 1, 2027. In December 31, 2023, the Company sold $4.0 million of its preferff red
interest to a nonaffiliated party. For the year December 31, 2025, the Company received $4.5 million as fulff l principal
payment.

(4) The Company does not have the abia lity to redeem or withdraw from the funds, or to sell, assign, or transferff its investment,
without the consent of the General Partner or Managers of each fund, but will receive distributions based on the liquidation
of the underlying assets and interest processed froff m the underlying assets. Semi-annually, the Company reviews the
investments forff impairments based on activity and/or communications received froff m the General Partner.

The folff lowing tabla e summarizes the carrying value and maximum loss exposure of the Company’s non-consolidated
VIEs at December 31, 2025 and 2024:

As of December 31, 2025 As of December 31, 2024

Carrying ValVV ue
Maxiaa muii m Loss
Exposxx ure CarCC rying ValVV ue

Maxiaa muii m Loss
Exposxx ure

Investments in non-consolidated VIEs -
Equity method $ 839 $ 839 $ 920 $ 920
Investments in non-consolidated VIEs -
Measurement alternative $ 446 $ 446 $ 5,032 $ 5,032
Total non-consolidated VIEs $ 1,285 $ 1,285 $ 5,952 $ 5,952

The Company’s maximum exposure to loss with respect to these investments is limited to the investment carrying
amounts reported as “other investments” in the Company’s consolidated balance sheet. No agreements exist requiring the
Company to provide additional fundiff ng to any of the non-consolidated VIEs in excess of the Company’s initial investment.

Note 3. Intangible Assets, net

For the years ended December 31, 2025 and 2024, other intangible assets, net were $30.2 million and $36.4 million,
respectively. These amounts include $1.3 million relating to insurance licenses classified as an indefinite lived intangible.

Management reviewed intangibles and concluded no circumstances or events occurred that would indicate the carrying
value of the intangible assets may not be recoverabla e other than what was recorded during the second quarter of 2023. During the
second quarter of 2023, management impaired certain named intangible assets with a carrying value of $767,000 associated with
the Company’s construcrr tion affiliate resulting froff m changes to its operations.
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Intangible Assets, ns et

Our intangible assets resulted primarily from the acquisitions of Zephyr Acquisition Company and NBIC Holdings, Inc.
and consist of brand, agent relationships, renewal rights, customer relations, trade names, non-competes and insurance licenses.
Finite-lived intangibles assets are amortized over their usefulff lives from one to fifteen years.

The tables below detail the finff ite-lived intangible assets, net as of December 31, 2025 and 2024, respectively (amounts
in thousands):

For the Year Ended December 31,
2025 2024

Amortizing intangible assets (in thousands)
Agent relationships $ 15,500 $ 15,500
Renewal rights 57,200 57,200
Trade names 9,000 9,000
Non-compete 4,790 4,790
Total 86,490 86,490
Accumulated amortization (57,616) (51,433)
Total infinff ite-lived intangible assets, net 28,874 35,057
Indefinite-lived intangible assets:
License acquired 1,315 1,315
Total intangible assets, net $ 30,189 $ 36,372

Estimated annual pretax amortization of intangible assets forff each of the next fivff e years and thereafteff r is as folff lows (in
thousands):

Year Amount
2026 $ 6,033
2027 5,836
2028 3,913
2029 3,813
2030 3,813
Thereafteff r 5,464

$ 28,874

Amortization expense of intangible assets was $6.2 million, $6.2 million and $6.4 million forff the years ending
December 31, 2025, 2024 and 2023, respectively.

Note 4. Earnings Per Share

The folff lowing tabla e sets forff th the computation of basic and diluted net income per share for the periods indicated:

For thett Year Ended December 31,
2025 2024 2023

Basic earnings per share:
Net income attributable to common stockholders (000's) $ 195,594 $ 61,539 $ 45,307
Weighted average shares outstanding 30,890,609 30,595,348 26,193,065
Basic earnings per share: $ 6.33 $ 2.01 $ 1.73

Diluted earnings per share:
Net income attributable to common stockholders (000's) $ 195,594 $ 61,539 $ 45,307
Weighted average shares outstanding 30,890,609 30,595,348 26,193,065
Add: Effeff ct of dilutive securities
5.875% Convertible Notes 59,289 59,263 59,263
Diluted weighted average common shares outstanding 30,949,899 30,654,611 26,252,328
Diluted earnings per share: $ 6.32 $ 2.01 $ 1.73

Basic earnings per share is computed by dividing net income by the weighted-average number of common stock
outstanding during the reporting period. Diluted earnings per share gives effect to all dilutive common stock outstanding during
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the reporting period. The dilutive shares the Company considers in its diluted earnings per share calculation relate to its
outstanding 5.875% Convertible Notes.

Note 5. Fair Value Measurements

Certain of the Company’s assets are carried at fair value. Fair value is definff ed as the price that would be received to sell
an asset or paid to transfer a liabia lity in an orderly transaction between market participants at the measurement date.

The Company employs a faiff r value hierarchy that prioritizes the inputs to valuation techniques used to measure faiff r
value. Accordingly, when market observabla e data are not readily availabla e, the Company’s own assumptions are set to reflect
those that market participants would be presumed to use in pricing the asset or liabia lity at the measurement date. Assets and
liabilities recorded at faiff r value on the consolidated balance sheets are categorized based on the level of judgment associated with
inputs used to measure their fair value and the level of market price observabia lity, as folff lows:

Level 1 – Unadjud sted quoted prices are availabla e in active markets for identical assets/liabia lities as of the reporting date.

Level 2 – Valuations based on observabla e inputs, such as quoted prices similar assets or liabia lities at the measurement
date; quoted prices in the markets that are not active; or other inputs that are observabla e, either directly or indirectly.

Level 3 – Pricing inputs are unobservabla e and significant to the overall fair value measurement, and the determination
of fair value requires significant management judgment or estimation.

For the Company’s investments in U.S. government securities that do not have prices in active markets, agency
securities, state and municipal governments, and corporrr ate bonds, the Company obtains the faiff r values froff m its third-party
valuation service and evaluates the relevant inputs, assumptions, methodologies and conclusions associated with such valuations.
The valuation service calculates prices for the Company’s investments in the aforff ementioned security types on a month-end basis
by using several matrix-pricing methodologies that incorporate inputs froff m various sources. The model the valuation service
uses to price U.S. government securities and securities of states and municipalities incorporrr ates inputs froff m active market
makers and inter-dealer brokers. To price corporate bonds and agency securities, the valuation service calculates non-call yield
spreads on all issuers, uses option-adjud sted yield spreads to account for any early redemption featff urtt es, then adds final spreads to
the U.S. Treasury crr urve as of quarter end. The inputs the valuation service uses in their calculations are not quoted prices in
active markets, but are observabla e inputs, and therefore represent Level 2 inputs.

The folff lowing tabla e presents inforff mation abouta the Company’s assets measured at fair value on a recurring basis. The
Company assesses the levels for the investments at each measurement date, and transfers between levels are recognized on the
actuatt l date of the event or change in circumstances that caused the transferff in accordance with the Company’s accounting policy
regarding the recognitions of transferff s between levels of the faiff r value hierarchy.

For the years ended December 31, 2025 and 2024, there were no transfers in or out of Level 1, 2, and 3.

December 31, 2025 Total

Quotedtt Prices in
Active MarMM kerr ts for
Idendd tical Assets
(Level 1)

Signi ificff ant Other
Observable Ill npII utstt

(Level 2)

Signi ificff ant
Unobservablell
Inpun ts (Level 3)

Finaii ncial assets: (in(( thousands)dd
Cash and cash equivalents $ 559,274 $ 559,274 $ — $ —
Restricted cash $ 13,307 $ 13,307 $ — $ —
Debt SecuSS ritiei s Available-ll fo- r-sale
U.S. government and agency securities $ 90,184 $ — $ 90,184 $ —
States, municipalities and political
subdiu visions 335,482 — 335,482 —
Corporate bonds 225,722 — 225,722 —
Mortgage-backed securities 57,600 — 57,600 —
Asset-backed securities 1,169 — 1,169 —
Other 3,080 — 3,080 —
Total debt securities $ 713,237 $ — $ 713,237 $ —

Equity Securitiei s
Common stock 1,064 1,064 — —
Total debt securities and equity securities $ 714,301 $ 1,064 $ 713,237 $ —
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December 31, 2024 Total

Quotedtt Prices in
Active MarMM kerr ts for
Idendd tical Assets
(Level 1)

Signi ificff ant Other
Observable Ill npII utstt

(Level 2)

Signi ificff ant
Unobservablell
Inpun ts (Level 3)

Finaii ncial assets: (in(( thousands)dd
Cash and cash equivalents $ 452,666 $ 452,666 $ — $ —
Restricted cash $ 10,979 $ 10,979 $ — $ —
Debt SecuSS ritiei s Available-ll fo- r-sale
U.S. government and agency securities $ 92,761 $ — $ 92,761 $ —
States, municipalities and political
subdiu visions 300,901 — 300,901 —
Corporate bonds 238,689 — 238,689 —
Mortgage-backed securities 14,694 — 14,694 —
Asset-backed securities 2,500 — 2,500 —
Other 6,010 — 6,010 —
Total debt securities $ 655,555 $ — $ 655,555 $ —

Equity Securitiei s
Common stock 1,936 1,936 — —
Total debt securities and equity securities $ 657,491 $ 1,936 $ 655,555 $ —

Non-recurring fair value measurements

Assets and liabia lities that are measured at fair value on a non-recurring basis include intangible assets which are
recognized at fair value durdd ing the period in which an acquisition is completed, froff m updau ted estimates and assumptions during
the measurement period, or when they are considered to be impaired. To evaluate such assets for a potential impairment, the
Company determines the faiff r value of the intangible assets using a combination of a discounted cash floff w appra oach and market
approaches, which contain significant unobservabla e inputs and thereforff e are considered a Level 3 faiff r value measurement. The
unobservabla e inputs in the analysis generally include futff urtt e cash floff w projeo ctions and a discount rate.

During the second quarter of 2023, the Company recorded an impairment of $767,000 of named intangible assets
associated with a construcrr tion division given management changes to its operations.

Note 6. Other Comprehensive Income

The folff lowing tabla e is a summary of other comprehensive income and discloses the tax impact of each component of
other comprehensive income for the years ended December 31, 2025, 2024 and 2023, respectively:

For thett Year Ended December 31,
2025 2024 2023

Pre-tax Taa axTT
Afteff r-
taxaa

Pre-
tax Taa axTT

Afteff r-
tax Paa rePP -taxtt Taxaa

Afteff r-
taxaa

(in tii hott usands)s
Other comprehensive income
Change in unrealized gains on
investments, net $ 23,588 (5,620) $ 17,968 $ 8,771 (2,086) $ 6,685 $ 23,388 (5,539) $ 17,850
Reclassification adjustment of
realized losses (gains) included in
net income 107 (26) 81 (51) 12 (39) 636 (151) 484
Effeff ct on other comprehensive
income $ 23,695 $ (5,646) $ 18,049 $ 8,720 $ (2,074) $ 6,646 $ 24,024 $ (5,690) $ 18,335
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Note 7. Other Assets

The folff lowing tabla e summarizes the Company’s other assets as of December 31, 2025 and 2024:

Description December 31, 2025 December 31, 2024
(in tii hott usands)s

Other amounts receivabla e $ 12,129 $ 2,542
State underwriting pooling & assoc. 2,111 2,156
Other prepaid expenses 5,821 4,277
Prepaid Premium taxes 12,909 —
Unallocated Remittances 853 2,665
Total other assets $ 33,823 $ 11,640

Prepaid premium taxes relates to amounts associated under the Florida Department of Revenue premium tax credit
program, which the Company provided to its policyholders as required by Florida law. Included in other amounts receivabla e is a
promissory note issued in connection with the sale of the Company’s real estate to a non affiff liated party in July 2025. The note
bears interest at 7% per annum and requires monthly interest payments beginning August 1, 2025. As of December 31, 2025, the
outstanding principal balance of the note was approximately $11.07 million. On January 23, 2026, the Company received fulff l
payment on the $11.0 million promissory note and the accruerr d but unpaid interest of $48,521.

Note 8. Leases

The Company has entered into operating and financing leases primarily for real estate and vehicles. The Company will
determine whether an arrangement is a lease at inception of the agreement. The operating leases have terms of one to ten years,
and often include one or more options to renew. These renewal terms can extend the lease term froff m two to ten years and are
included in the lease term when it is reasonabla y certain that the Company will exercise the option. The Company considers these
options in determining the lease term used in establishing the Company's right-of-use assets and lease obligations. The
Company's lease agreements do not contain any material residual value guarantees or material restrictive covenants.

Because the rate implicit in each operating lease is not readily determinable, the Company uses its incremental
borrowing rate to determine present value of the lease payments. The Company used the implicit rates within the finff ance leases.

The components of lease costs were as folff lows (in thousands) forff the respective years:

December 31, 2025 December 31, 2024
Operating lease cost, included in General & Administrative expenses on the Consolidated
Statements of Operations $ 1,567 $ 1,614
Finance lease cost:
Amortization of assets, included in General & Administrative expenses on the
Consolidated Statements of Operations 2,484 2,522
Interest on lease liabia lities, included in Interest expense on the Consolidated Statements of
Operations 690 793
Total finff ance lease cost $ 3,174 $ 3,315
Variable lease cost, included in General & Administrative expenses on the Consolidated
Statements of Operations $ 1,177 $ 1,475
Short-term lease cost, included in General & Administrative expenses on the Consolidated
Statements of Operations $ 124 $ 77

Right-of-use lease asset and lease liabia lity was as folff lows (in thousands):

Operating Leases December 31, 2025 December 31, 2024
Right of use assets $ 4,878 $ 5,850
Lease liabia lity $ 5,800 $ 6,945
Finance Leases
Right of use assets $ 12,598 $ 15,082
Lease liabia lity $ 15,587 $ 18,071
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Supplu emental cash floff w inforff mation related to the Company's operating and financial leases as follows (in thousands):

Operating Leases
December 31,

2025
December 31,

2024
Lease liabia lity payment $ (1,398) $ (1,131)
Finance Leases
Lease liabia lity payment $ (2,231) $ (2,315)

Weighted-average remaining lease term and discount rate for the Company's operating and financing leases was as
follows:

Weighted-average remaining lease term
December 31,

2025
December 31,

2024
Operating lease 2.10 yrs. 4.60 yrs.
Finance lease 5.22 yrs. 6.19 yrs.
Weighted-average discount rate
Operating lease 5.33 % 5.36 %
Finance lease 4.12 % 4.14 %

Maturities of lease liabia lities forff financing and operating leases were as follows as of December 31, 2025 (in thousands):

Finaii ncing Lease Operatintt g Lease
2026 $ 3,216 1,748
2027 3,190 1,659
2028 3,270 1,693
2029 3,351 1,257
2030 3,436 41
2031and thereafteff r 864 —
Total lease payments 17,327 6,398
Less: imputed interest 1,740 598
Present value of lease liabia lities $ 15,587 $ 5,800

Note 9. Property and Equipment

Property and equipment, net consists of the following at December 31, 2025 and 2024:

December 31, 2025 December 31, 2024
(in tii hott usands)s

Land $ — $ 2,582
Building — 9,599
Computer hardware and softwff are 41,035 33,236
Offiff ce furniture and equipment 1,498 1,498
Tenant and leasehold improvements 5,462 11,023
Vehicle fleff et 234 515
Total, at cost 48,229 58,453

Less: accumulated depreciation and amortization (19,975) (20,373)
Property and equipment, net $ 28,254 $ 38,080

For the year ended December 31, 2025, the Company capitalized an additional $7.3 million of internal-use softwff are
development forff the new policy, billing, and claims system. The Company is incurring additional costs as new capabilities and
products are be added to the system, which will be capitalized as appropriate. During the second quarter of 2025, the Company
began the development to incorporrr ate the Company's commercial products into the system, and the Company estimates
completion of the development and full integration by the end of 2026. Once placed in service, the Company will amortize the
capia talized internally developed softwff are costs over the estimated useful life off f 7 years, on a straight-line basis.
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Depreciation and amortization expense forff property and equipment was approximately $6.5 million, $3.4 million and
$2.4 million forff the year ended December 31, 2025, 2024 and 2023, respectively. On July 23, 2025, the Company sold its real
estate consisting of 13 acres of land, two buildings and a parking garage forff $16.0 million less feesff and commission of $674,640.
The Company recognized a net gain of approximately $2.7 million froff m the sale and reported the transaction within the
Company's Consolidated Statement of Operations in net realized gains on debt securities and other investments. As part of the
sale consideration, the buyer issued a promissory note to the Company forff $11.0 million with a maturtt ity date on January 2rr 3,
2026, which accruerr s interest at a rate of 7% per annum and under which the buyer agreed to make regularly scheduled monthly
payments of all accruerr d unpaid interest due as of each payment date, commencing on August 1, 2025. For the year ended
December 31, 2025, the Company had recognized $343,863 as interest income from the promissory note. Also, as part of the
building sale transaction the Company paid off the associated $10.8 million mortgage loan.

Note 10. Deferred Reinsurance Ceding Commission

The Company defers certain income in connection with its quota share reinsurance contracts. The deferff red reinsurance
ceding commission (“DRCC”) is deferff red and earned subject to the terms of the reinsurance agreements. Ceding commission on
quota share agreements generally includes a provisional ceding rate, subju ect to sliding scale adjustments based on the loss
experience of the reinsurers. Adjud stments are refleff cted in current operations. The Company allocates 75% of ceding commission
income to policy acquisition costs and 25% of ceding commission income to general and administrative expenses.

The deferff red reinsurance ceding commission income is amortized over the effeff ctive period of the related insurance
policies. For the year ended December 31, 2025, 2024 and 2023 the Company allocated ceding commission income of $54.8
million, $37.8 million and $48.7 million to policy acquisition costs and $18.1 million, $12.5 million and $16.1 million to general
and administrative expense, respectively.

The table below depicts the activity with regard to deferred reinsurance ceding commission during the years ended
December 31, 2025, 2024 and 2023.

For the Year Ended December 31,
2025 2024 2023

(in tii hott usands)s
Beginning balance of deferff red ceding commission income $ 42,561 $ 33,627 $ 42,758
Ceding commission deferred $ 72,603 59,205 55,639
Less: ceding commission earned $ (72,951) (50,271) (64,770)
Ending balance of deferff red ceding commission income $ 42,213 $ 42,561 $ 33,627

Deferred ceding commission income is recorded as an offsff et to deferred policy acquisition costs in the Company's
Consolidated Balance Sheet.

Note 11. Deferred Policy Acquisition Costs, net

The Company defers certain costs in connection with written policies, called deferff red policy acquisition costs
(“DPAC”), which are amortized over the effeff ctive period of the related insurance policies. As described in Note 10. Deferred
Reinsurance Ceding Commission, the Company records provisional ceding commission that it receives in connection with the
Company's reinsurance contracts as an offset to deferred policy acquisition costs. Therefore, deferff red policy acquisition costs are
presented net of deferred reinsurance ceding commission.

The Company anticipates that its DPAC, net will be fully recoverabla e in the near term. The tabla e below depicts the
activity with regard to DPAC, net for the years ended December 31, 2025 and 2024:

For the Year Ended December 31,
2025 2024 2023

(in tii hott usands)s
Beginning Balance $ 63,204 $ 69,256 $ 56,859
Policy acquisition costs deferff red $ 271,007 271,566 249,922
Amortization $ (227,454) $ (235,057) $ (203,898)
Unearned ceding commission $ (42,213) (42,561) (33,627)

Ending Balance $ 64,544 $ 63,204 $ 69,256
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Note 12. Reinsurance

Overview

Reinsurance

In order to limit the Company’s potential exposure to individual risks and catastrophic events, the Company purchases
significant reinsurance from third party reinsurers. Purchasing reinsurance is an important part of the Company’s risk strategy,
and premiums ceded to reinsurers is one of the Company’s largest costs. The Company has strong relationships with reinsurers,
which it attributes to its management’s industry err xperience, disciplined underwriting, and claims management capabilities. For
each of the twelve months beginning June 1, 2025 and 2024, the Company purchased catastrophe excess of loss reinsurance fromff
the folff lowing sources: (i) the Florida Hurricane Catastrophe Fund, a state-mandated catastrophe fund (“FHCF”) which provides
reinsurance forff Florida personal residential and commercial residential admitted policies only, (ii) private reinsurers, all of which
were rated “A-” or higher by A.M. Best Company, Inc. (“A.M. Best”) or Standard & Poor’s Financial Services LLC (“S&P”) or
were fully collateralized, (iii) the Company’s wholly-owned reinsurance subsidiary, Osprey Re Ltd. (“Osprey”), and (iv) Citrus
Re Ltd (“Citrusrr Re”) a special purpose vehicle through which the Company sponsors catastrophe bonds. In addition to
purchasing excess of loss catastrophe reinsurance, the Company also purchases quota share, property per risk and facuff ltative
reinsurance froff m reinsurers who are either rated “A-” or higher by A.M. Best or were fulff ly collateralized. The Company’s quota
share program limits its exposure on catastrophe and non-catastrophe losses and provides ceding commission income. The
Company’s per risk programs limit its net exposure in the event of a severe non-catastrophe loss impacting a single location or
risk. The Company also utilizes facultative reinsurance to supplu ement its per risk reinsurance program where the Company’s
capacity needs dictate.

Purchasing a suffiff cient amount of reinsurance to cover catastrophic losses froff m single or multiple events or significant
non-catastrophe losses is an important part of the Company’s risk strategy. Reinsurance involves transferring, or “ceding”, a
portion of the risk exposure on policies the Company writes to another insurer, known as a reinsurer. To the extent that the
Company’s reinsurers are unabla e to meet the obligations they assume under the Company’s reinsurance agreements, the
Company remains liabla e forff the entire insured loss.

The Company’s state insurance regulators require the Company, like all insurance companies, to have a certain amount of
capital and reinsurance coverage in order to cover losses and loss adjud stment expenses upon the occurrence of a catastrophic
event. The Company’s reinsurance program provides reinsurance which complies with state regulator requirements, which are
generally based on the probabla e maximum loss that it would incur from an individual catastrophic event estimated to occur once
in every 1rr 00 years based on its portfolff io of insured risks. The nature, severity and location of the event giving rise to such a
probable maximum loss diffeff rs for each insurer depending on the insurer’s portfolff io of insured risks, including, among other
things, the geographic concentration of insured value within such portfolff io. As a result, a particular catastrophic event could be a
one-in-100-year loss event forff one insurance company while having a greater or lesser probabia lity of occurrence forff another
insurance company. The Company also purchases reinsurance coverage to protect against the potential forff multiple catastrophic
events occurring in the same year. The Company shares portions of its reinsurance program coverage among its insurance
company affiliates.

2025-2026 Reinsurance Towers by Region

The folff lowing graphics depict the Company's reinsurance program structurtt e forff the 2025-2026 hurricane season for a
first event by region. Reinsurance coverage provided by Osprey to the Company's insurance company affiliates is not included
below as these reinsurance towers only refleff ct third party reinsurance coverage.
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Millions
$1,625.82M Layer 6 FL/SE

100% of $145M xs $765M
1@100%

$1,480.82M

$1,415.82M
Layer 5 FL/SE

100% of $155M xs $610M
1@100%

$1,412.03M
Citrus Re 2025 FL/SE Bond 50%

of $200M xs $700M
$1,315.82M
$1,215.82M

Citrus Re 2024 FL/SE
Bond 50% of $100M xs

$700M
$1,175.82M Citrus Re 2024 FL/SE Bond

35.71% of $140M xs $560M
($50M)

$1,075.82M
Layer 4 FL/SE

100% of $170M xs $440M
1@100%

$955.82M Layer 3 Ex- HI
100% of $150M xs $290M

1@100% w/ RPP

FHCF Layer
90% of $573.14M

xs
$321.97M
($515.82M)

$321.97M

$290.00M Layer 2
100% of $140M xs $150M

1@100% w/ RPP
$150.00M Layer 1

100% of $100M xs $50M
1@100% w/ RPP

$50.0M Retention

FL 1st Event
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Millions
$1,060.00M Citrus Re 2023-1 Northeast/ Hawaii Only Bond

100% of $115M xs $945M

$945.00M Northeast Only
52% of $250M xs $695M

($130M)
1@100%

Citrus Re 2023-1 Northeast Only Bond 48%
of $250M xs $695M ($120M)

$695.00M NE/HI
100% of

$255M xs $440M
1@100%

$440.00M Layer 3 Ex- HI
100% of $150M xs $290M

1@100% w/ RPP
$290.00M Layer 2

100% of $140M xs $150M
1@100% w/ RPP

$150.00M
Layer 1

100% of $100M xs $50M
1@100% w/ RPP

$50.00M Retention
Net Quota Share

NE 1st Event

Millions

$865.00M Citrus Re 2023-1 Northeast/ Hawaii Only Bond
100% of $115M xs $750M

$750.00M HI Only
51.2% of $205M xs $545M

1@100% ($105M)

Citrus Re 2025 Hawaii Only Bond 48.8%
of $205M xs $545M ($100M)

$545.00M NE/HI
100% of

$255M xs $290M
1@100%

$290.00M Layer 2
100% of $140M xs $150M

1@100% w/ RPP
$150.00M

Layer 1
100% of $100M xs $50M

1@100% w/ RPP

$50.00M Retention

HI 1st Event

* xs = in excess
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2025 - 2026 Reinsurance Program

Catastrott pho e ExcEE ess of Lo oss Reinsii urance

Effeff ctive June 1, 2025, the Company entered into catastrophe excess of loss reinsurance agreements for 2025-2026 covering
Heritage Property & Casualty Insurance Company (“Heritage P&C”), Zephyr Insurance Company (“Zephyr”) and Narragansett
Bay Insurance Company (“NBIC”). As described abovea , the catastrophe reinsurance programs are allocated among traditional
reinsurers, Citrusrr Re and Osprey Re. The FHCF covers Florida admitted market risks only and the Company elected to
participate at 90.0% for the 2025 hurricane season. The Company's affiliate, Osprey Re, provides reinsurance for a portion of the
Heritage P&C, NBIC and Zephyr programs. The Company’s third-party reinsurers are either rated “A-” or higher by A.M. Best
or S&P or are fully collateralized, to reducdd e credit risk. Osprey Re and Citrusrr Re are fulff ly collateralized programs.

The reinsurance program, which is segmented into layers of coverage, protects the Company forff excess property catastrophe
losses and loss adjud stment expenses. The 2025-2026 reinsurance program provides firff st event coverage up to $1.6 billion forff
Heritage P&C, first event coverage up to $1.1 billion for NBIC, and firff st event coverage up to $865.0 million forff Zephyr. The
Company’s firff st event retention in a 1 in 100-year event would include retention forff the respective insurance company as well as
any retention by Osprey. The firff st event maximum retention up tuu o a 1 in 100-year event forff each insurance company subsu idiary is
as follows: Heritage P&C – $50.0 million, of which $50.0 million would be ceded to Osprey in a shared contract with NBIC and
Zephyr; NBIC – $38.0 million of which the entire amount would be ceded to Osprey in a shared contract with Heritage P&C and
Zephyr; and Zephyr — $50.0 million, of which $50 million would be ceded to Osprey in a shared contract with Heritage P&C
and NBIC.

The Company is responsible for all losses and loss adjud stment expenses in excess of the Company's reinsurance program.
For second or subsu equent catastrophic events, the Company’s total availabla e coverage depends on the magnitude of the firff st
event, as the Company may have coverage remaining froff m layers that were not previously fully exhausted. An aggregate of
$3.75 billion of limit is availabla e in 2025, which includes reinstatement through the purchase of reinstatement premium
protection. The amount of coverage, however, will be subju ect to the severity and freff quency of such events.

The Company placed occurrence contracts forff business underwritten by NBIC which covers all catastrophe losses excluding
named storms which contracts expire December 31, 2026. One contract which is 70% placed has a $30.0 million limit in excess
of a retention of $20.0 million while another contract provides the remaining 30% with a $25.0 million limit in excess of a
retention of $25.0 million. Each contract has one reinstatement availabla e. The Company placed occurrence contracts forff business
underwritten by NBIC which covers all catastrophe losses excluding named storms which contracts expire December 31, 2025.
One contract which is 55% placed has a $15.0 million limit in excess of a retention of $25.0 million while another contract
provides the remaining 45% with a $20.0 million limit in excess of a retention of $20.0 million. Each contract has one
reinstatement availabla e.

Net Quota SharSS e Reinsurance

The Company’s Net Quota Share coverage is proportional reinsurance, which appla ies to most business underwritten by
NBIC, forff which certain of the Company’s other reinsurance programs (property catastrophe excess of loss and general excess of
loss) inures to the quota share program. The amount and rate of ceding commissions slide, within a prescribed minimum and
maximum, depending on loss performance. The Net Quota program has a term of one year. The Net Quota Share program which
renewed on December 31, 2025 ceded 40.0% of the net premiums, with an occurrence limit of $30.0 million forff catastrophe
losses is in effect on the current year quota share program, subject to certain aggregate loss limits that vary by reinsurer. The Net
Quota Share program which renewed on December 31, 2024 ceded 46.0% of the net premiums, with an occurrence limit of
$20.0-$25.0 million for catastrophe losses is in effeff ct on the current year quota share program, subject to certain aggregate loss
limits that vary by reinsurer.

Q
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Per Risk CovCC erage

For losses arising from business underwritten by Heritage P&C, losses arising from commercial residential business
underwritten by NBIC and Zephyr, and southeastern U.S. surplus lines business underwritten by NBIC, excluding losses fromff
named storms, the Company purchased property per risk coverage. The contracts period forff this program is one year. For the
contract period of July 1, 2025 through June 30, 2026, the program was 100% placed. Under this program, the limit recoverabla e
for an individual loss in excess of $2.0 million per claim is $8.0 million and total limit for all losses is $24.0 million. There are
two reinstatements availabla e with additional premium duedd based on the amount of the layer exhausted. For the contract period
from June 15, 2024 through June 30, 2025, which was 100% placed, the limit recoverabla e forff an individual loss in excess of $1.5
million per claim was $8.5 million and total limit for all losses was $25.5 million. There were two reinstatements availabla e with
additional premium duedd based on the amount of the layer exhausted.

For losses arising from commercial residential business underwritten by NBIC, the Company also purchased property per
risk coverage for losses and loss adjud stments expenses in excess of $1.0 million per claim. The limit recovered forff an individual
loss is $1.0 million and total limit for all losses is $3.0 million.

In addition, the Company purchased facultative reinsurance for losses in excess of $10.0 million forff any properties it insured
where the total insured value exceeded $10.0 million. The maximum limit for this coverage is $80.0 million. This coverage
applies to losses arising from business underwritten by Heritage P&C and losses arising from commercial residential business
underwritten by Narragansett and Zephyr, excluding losses froff m named storms. The Company also purchased facultative
reinsurance forff losses underwritten by NBIC in excess of $3.5 million.

General ExcEE ess of Lo oss

The Company’s general excess of loss reinsurance protects personal residential multi-peril business underwritten by
Narragansett and Zephyr from single risk losses. For the contract period of July 1, 2025 through June 30, 2026, the coverage is
$2.5 million excess $1.0 million forff property losses and $1.0 million excess $1.0 million forff casualty losses, and is 47.5% placed.
For the contract period of July 1, 2024 through June 30, 2025, the coverage is $2.5 million excess $1.0 million forff property
losses and $1.0 million excess $1.0 million forff casualty losses, and is 50.0% placed.

For a detailed discussion of the ComCC panym ’s 2024-2025 Reinsurance ProPP gro am refee r to Part II,II Item 8, “FinFF ancial
Statements and Supplementary Data” and “No“ te 12. Reinsurance” in the Company’s 2024 Form 10-K.

Effeff ct of Reinsurance

The Company’s reinsurance arrangements had the folff lowing effeff ct on certain items in the Consolidated Statement of
Income for the year ended December 31, 2025, 2024 and 2023:

For thett Year Ended December 31, 2025

Premiums
Written

Premiums
Earned

Losses and Loss
Adjud stment
Expenses

(in tii hott usands)s
Direct $ 1,436,346 $ 1,431,103 $ 266,953
Ceded (634,182) (636,946) 46,293
Net $ 802,164 $ 794,157 $ 313,246

For thett Year Ended December 31, 2024

Premiums
Written

Premiums
Earned

Losses and Loss
Adjud stment
Expenses

(in tii hott usands)s
Direct $ 1,432,942 $ 1,406,106 $ 1,162,476
Ceded (653,827) (638,246) (715,428)
Net $ 779,115 $ 767,860 $ 447,048

g

f
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For thett Year Ended December 31, 2023

Premiums
Written

Premiums
Earned

Losses and Loss
Adjud stment
Expenses

(in tii hott usands)s
Direct $ 1,343,101 $ 1,323,643 $ 875,475
Ceded (613,739) (626,458) (449,346)
Net $ 729,362 $ 697,185 $ 426,129

Note 13. Reserve For Unpaid Losses

The Company determines the reserve for unpaid losses on an individual-case basis for all incidents reported. The
liabia lity also includes amounts which are commonly referff red to as incurred but not reported, or “IBNR”, claims as of the balance
sheet date. The Company estimates its IBNR reserves by projecting its ultimate losses using industry arr ccepted actuatt rial methods
and then deducdd ting actual loss payments and case reserves froff m the projected ultimate losses.

The table below summarizes the activity related to the Company’s reserve for unpaid losses:

For thett Year Ended December 31,
2025 2024 2023

(in tii hott usands)s
Balance, beginning of period $ 1,042,687 $ 845,955 $ 1,131,807
Less: reinsurance recoverabla e on unpaid losses 675,652 421,797 759,681
Net balance, beginning of period 367,035 424,158 372,126

Incurred related to:
Current year 326,700 421,633 427,702
Prior years (13,454) 25,415 (1,573)
Total incurred 313,246 447,048 426,129

Paid related to:
Current year 210,804 233,248 232,827
Prior years 159,367 270,923 141,270
Total paid 370,171 504,171 374,097

Net balance, end of period 310,110 367,035 424,158
Plus: reinsurance recoverabla e on unpaid losses 269,367 675,652 421,797
Balance, end of period $ 579,477 $ 1,042,687 $ 845,955

The Company believes that the reserve forff unpaid losses reasonabla y estimates the amount necessary to pay all claims
and related expenses which may arise froff m incidents that have occurred as of the balance sheet date.

As of December 31, 2025, the Company reported $310.1 million in unpaid losses and loss adjud stment expenses, net of
reinsurance which included $247.7 million attributable to IBNR net of reinsurance recoverabla e, or 79.9% of net reserves forff
unpaid losses and loss adjud stment expenses. Total incurred losses refleff ct favorable development of $13.5 million in 2025, $25.4
million of adverse development in 2024 and $1.6 million of favff orable development in 2023, all associated with management’s
best estimate of actuatt rial loss and LAE reserves with consideration given to Company specific historical loss experience.

Reinsurance recoverable on unpaid losses includes expected reinsurance recoveries associated with reinsurance
contracts the Company has in place. The amount may include recoveries from catastrophe excess of loss reinsurance, net quota
share reinsurance, per risk reinsurance, and facultative reinsurance contracts.

In the fourff th quarter of 2022 we re-estimated our ultimate losses forff Hurricane Irma, which strucrr k Florida in 2017. As a
result of that re-estimation, Heritage exhausted the private layers of reinsurance specific to Hurricane Irma but had a 45%
participation in the FHCF limit remaining. As further described in Note 17, Commitments and Contingencies, to these
consolidated financial statements, the Company's 2017 reinsurance agreement with the FHCF required a commutation no later
than 60 months afteff r the end of the contract year. As part of this process, Heritage and the FHCF terminated the 2017 reinsurance
agreement and agreed on the amount that the FHCF would pay to the Company to settle all outstanding losses owed under the
agreement related to losses froff m Hurricane Irma. As such, this commutation process resulted in a final determination of and
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payment forff known, unknown or unreported claims relating to Hurricane Irma. Social inflation and the litigated claims
environment in the State of Florida, which affeff cted Hurricane Irma claims, could result in futff urtt e adverse development of these
claims, which creates uncertainty as to the ultimate cost to settle all of the remaining Hurricane Irma claims. Accordingly, should
future re-estimations to Hurricane Irma losses increase the Company’s expected loss reserves, all of the increase will be retained
by the Company. The net unfavff orable loss development described above stemmed primarily from losses associated with
Hurricane Irma, for which the losses were fulff ly retained.

The folff lowing is information abouta incurred and paid claims development as of December 31, 2025, net of reinsurance,
as well as cumulative claim payments and the total of incurred-but-not-reported liabia lities plus expected development on reported
claims included within the net incurred claims amounts.

The inforff mation by accident year for years prior to 2025 is presented as required supplementary information and is
unaudited.

Incurred Loss and Allocated Loss Adjud stment Expenses, Net of Reinsurance
(in thousands, excepee t number of co laims)

Unaudited

Accident year
2016 &
prior 2017 2018 2019 2020 2021 2022 2023 2024 2025

Net
IBNR
Reserves

Reported
Claims

2016 &
prior 237,207 242,611 250,990 250,235 250,067 250,482 249,315 250,707 252,749 252,557 25 138,756
2017 189,163 195,240 192,749 194,618 195,602 211,386 220,944 272,157 287,610 19,077 73,366
2018 278,047 272,154 270,956 276,546 286,051 288,792 291,988 292,789 1,763 34,504
2019 198,568 171,237 170,383 176,942 179,628 182,203 183,701 1,875 26,386
2021 358,344 350,394 360,498 362,892 366,731 367,948 5,884 39,871
2022 390,597 359,325 357,370 363,572 364,146 8,243 33,182
2022 452,397 433,895 420,633 417,428 16,998 42,320
2023 382,449 354,146 352,494 30,238 20,772
2024 408,422 379,747 67,101 22,993
2025 282,119 80,751

Total $ 3,180,539 $ 231,955

Cumulative Paid Losses and Allocated Loss Adjud stment Expenses, Net of Reinsurance

Unaudited

Accident year
2016 &
prior 2017 2018 2019 2020 2021 2022 2023 2024 2025

2016 & prior 132,679 211,512 233,540 238,868 241,875 244,820 246,826 249,901 252,212 254,032
2017 101,541 168,606 178,622 184,313 188,928 194,079 163,068 244,841 264,544
2018 164,641 232,211 248,783 265,868 277,489 285,447 288,794 290,230
2019 64,356 125,359 147,406 161,938 172,497 177,816 180,718
2021 198,834 299,825 324,860 334,937 351,397 360,416
2022 215,478 302,379 329,367 345,419 352,707
2022 224,721 339,825 380,005 394,456
2023 191,596 291,089 313,696
2024 228,670 305,670
2025 168,716

Total $ 2,885,186

Reconciliation of Reserve Balances to Liability for Unpaid Loss and Loss Adjustment Expenses

Unpaid Loss and Allocated Loss Adjud stment Expense, Net of Reinsurance $ 294,367
Reinsurance recoverabla e on unpaid losses 269,367
Unpaid Unallocated Loss Adjud stment Expense 15,743
Unpaid losses and loss adjud stment expenses $ 579,477

Average Annual Percentage Payout of Incurred Claims by Age, Net of Reinsurance as of December 31, 2025
(Unaudited)

Year - 1 Year - 2 Year - 3 Year - 4 Year - 5 Thereafter
Percentage 53.0% 29.5% 8.3% 3.5% 2.2% 3.5%

y p
p

y p
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Note 14. Long-Term Debt

Convertible Senior Notes

In August 2017 and September 2017, the Company issued in aggregate $136.8 million of 5.875% Convertible Senior
Notes (“Convertible Notes”) maturt ing on August 1, 2037, unless earlier repurchased, redeemed or converted. Interest is payable
semi-annually in arrears, on Februarr ry 1, and August 1 of each year. In January 2022, the Company repurchased and retired $11.7
million of outstanding Convertible Senior Notes. Payment was made in cash and the Convertible Notes were retired at the time
of repurchase. In addition, the Company expensed $242,700 which was the proportionate amount of the unamortized issuance
and debt discount costs associated with this repurchase.

As of December 31, 2025 and 2024, the Company had appra oximately $885,000 of the Convertible Notes outstanding,
net of $21.1 million of Convertible Notes held by an insurance company subsidiary. For the years ended December 31, 2025 and
2024, the Company made interest payments, net of affiff liated Convertible Notes, of approximately $50,230, on the outstanding
Convertible Notes.

Senior Secured Credit Facility

On July 22, 2025, the Company and its subsu idiary guarantors entered into the Amended and Restated Credit Agreement
(the “Amended and Restated Credit Agreement”) with lenders from time to time party thereto and Regions Bank, as
administrative agent and collateral agent. The Amended and Restated Credit Agreement amended and restated in its entirety the
Credit Agreement dated as of December 14, 2018 (as amended to date, the “Prior Credit Agreement”).

The Amended and Restated Credit Agreement, among other things, (i) increased the overall size of the senior secured
credit facilities to an aggregate principal amount of up to $200.0 million, consisting of (a) a revolving credit facility that
continues to have an aggregate principal amount of up to $50.0 million (inclusive of a $25.0 million sublimit for swingline
loans), but with an extended maturity of July 2030 (the “Revolving Credit Facility”), (b) a term loan faciff lity for an aggregate of
$75 million principal amount outstanding as of the date of the Amended and Restated Agreement, with an extended maturt ity of
July 2030 (the "Term Loan Facility"), and (c) a $75 million committed delayed draw term loan that may be advanced to finance
specified permitted acquisitions and investments, subju ect to satisfaction of conditions to borrowing and compliance with a
specified consolidated leverage ratio, in up tu o fivff e separate installments durdd ing the two year period following the effective date of
the Amended and Restated Credit Agreement with a maturtt ity of July 2030 (the “Delayed Draw Term Loan Facility”), (ii)
reduced the applaa icable margin for loans from (a) the prior range of 2.75% to 3.25% (plus the 0.10% credit adjud stment spread) to
a range from 2.50% to 3.00% per annum for SOFR loans (and removes the 0.10% SOFR credit adjud stment spread) and (b) the
prior range of 1.75% to 2.25% per annum for base rate loans to a range from 1.50% to 2.00%, in each case based on a
consolidated leverage ratio ranging from less than or equal to 1-to-1 to greater than 1.5-to-1 and (iii) amended the terms of
specified financial and negative covenants, which will generally allow the Company more fleff xibility, including to sell certain
real estate assets located in Clearwater, Florida. All other material terms of the Prior Credit Agreement remain unchanged in the
Amended and Restated Credit Agreement.

The net proceeds froff m the advance, along with cash on hand, were used to repay appra oximately $78 million in principal
amount outstanding under the Prior Credit Agreement, including to pay accruerr d interest, fees, costs and expenses in connection
with the closing of the Amended and Restated Credit Agreement.

As of December 31, 2025, the Amended and Restated Credit Agreement provided senior secured credit faciff lities in the
aggregate principal amount of up to $200.0 million, consisting of (1) the Term Loan Facility in an aggregate principal amount of
$75.0 million , (2) the Delayed Draw Term Loan Facility in an aggregate principal amount of $75.0 million and (3) the
Revolving Credit Facility in an aggregate principal amount of $50 million (inclusive of a sublu imit for the issuance of letters of
credit equal to the unused amount of the revolving credit facility and a sublu imit for swingline loans equal to the lesser of $25
million and the unused amount of the revolving credit facility) (collectively, the “Credit Facilities”).
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Term Loan Facility. The principal amount of the term loan faciff lity under the Prior Credit Agreement amortized in
quarterly installments, beginning with the close of the fisff cal quarter ending March 31, 2019 and was amortizing in an amount
equal to $2.4 million per quarter until its scheduled maturity date of July 28, 2026. The term loan faciff lity under the Prior Credit
Agreement was to mature on July 28, 2026 but was refinff anced in full in connection with the Amended and Restated Credit
Agreement. As of December 31, 2024, there was $70.1 million in aggregate principal outstanding under the term loan facility
under the Prior Credit Agreement and as of December 31, 2025, there was $74.0 million in aggregate principal amount under the
Term Loan Facility under the Amended and Restated Credit Agreement. The principal amount of the Term Loan Facility under
the Amended and Restated Credit Agreement amortizes in quarterly installments beginning with the close of the fisff cal quarter
ending December 31, 2025, in an amount equal to $937,500 per quarter, increasing to appra oximately $1.4 million commencing
with the quarter ending September 30, 2028 with the remaining balance payable at maturity in July 2030.

For the years ended December 31, 2025 and 2024, the Company made principal payments of appra oximately $4.8
million and $6.1 million, respectively, and interest payments of $2.5 million and $3.9 million, respectively, on the term loan
facility under the Prior Credit Agreement. Under the Amended and Restated Credit Agreement the Company made principal and
interest payments of $3.9 million as of December 31, 2025.

Revolving Credit Facility. The Revolving Credit Facility allows for borrowings of up to $50 million inclusive of a
sublu imit for the issuance of letters of credit equal to the unused amount of the Revolving Credit Facility and a sublu imit for
swingline loans equal to the lesser of $25 million and the unused amount of the Revolving Credit Facility. Immediately prior to
entering into the Amended and Restated Credit Agreement the Company had $10.0 million in borrowings under the revolving
credit facility under the Prior Credit Agreement. Immediately prior to entering into the Amended and Restated Credit Agreement
the outstanding balance under the revolving credit facility under the Prior Credit Agreement was $10.0 million, which was repaid
in connection with the Amendment and Restated Credit Agreement. During 2024, the Company secured letters of credit in
aggregate of $24.4 million with a maturt ity date of March 16, 2025. The letters of credit were not drawn uponu during the first
quarter of 2025 and were cancelled on their maturity date of March 16, 2025. At December 31, 2025, there were $32.0 million
outstanding letters of credit issued under the Revolving Credit Facility. For year ended December 31, 2025, the Company made
interest payments in aggregate of appa roximately $362,784 on the revolving credit facility under the Prior Credit Agreement and
$143,263 relating to letters of credit and unused availabia lity commitment fees. For the year ended December 31, 2025, the
Company made interest payments in aggregate of approximately $43,858 on the Revolving Credit Facility amended and
$240,059 relating to letters of credit and unused availabia lity commitment fees.

At the Company’s option, borrowings under the Credit Facilities bear interest at rates equal to either (1) a rate
determined by reference to SOFR, plus an applicable margin or (2) a base rate determined by reference to the highest of (a) the
“prime rate” of Regions Bank, (b) the federal fundsff rate plus 0.50%, and (c) the adjud sted term SOFR in effeff ct on such day forff an
interest period of one month plus 1.00%, plus an appla icable margin.

At December 31,2025, the effective interest rate forff the Term Loan Facility was 6.816%. The Company monitors the
rates prior to the reset date which allows it to establa ish if the payment is monthly or quarterly payment based on the most
beneficial rate used to calculate the interest payment.

Mortgage Loan

In October 2017, the Company and its subsu idiary, Skye Lane Properties LLC, jointly obtained a commercial real estate
mortgage loan in the amount of $12.7 million, bearing interest of 4.95% per annum and maturtt ing on October 30, 2027. Pursuant
to the terms of the mortgage loan, on October 30, 2022, the interest rate adjusted to an interest rate equal to the annualized
interest rate of the United States 5-year Treasury Nrr otes as reported by the Federal Reserve on a weekly average basis plus
3.10%, which resulted in an increase of the rate from 4.95% to 7.42% per annum, paid monthly. For the years ended December
31, 2025 and 2024, the Company made principal and interest payments of $564,042 and $1.1 million on the mortgage loan,
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respectively. On July 23, 2025, the Company paid the mortgage loan principal and accruerr d interest balance in full in the amount
of $10.7 million as part of the sale of the Company's commercial real estate.

FHLB Loan Agreements

In December 2018, a subsidiary of the Company received a 3.094% fixed interest rate cash loan of $19.2 million fromff
the Federal Home Loan Bank Atlanta (“FHLB-ATL”). On September 29, 2023, the Company restructurt ed the December 2018
agreement to extend the maturity date to March 28, 2025, with a 5.109% fixed interest rate payable quarterly commencing on
December 28, 2023. In connection with the initial loan agreement, the subsidiary became a member of the FHLB-ATL.
Membership in the FHLB-ATL required an investment in FHLB-ATL’s common stock which was purchased in December 2018
and valued at $1.4 million. Additionally, the transaction required the acquired FHLB-ATL common stock and certain other
investments to be pledged as collateral. In March 2025, the Company repaid the loan and released the investments froff m pledged
collateral. As of December 31, 2025, the Company's membership in FHLB-ATL was reduced to $570,000. For the years ended
December 31, 2025, and 2024, the Company made quarterly interest payments under the terms of the loan agreement in
aggregate amounts of appra oximately $239,780 and $994,742, respectively.

As of December 31, 2025 and at December 31, 2024, the Company also held other common stock from FHLB Boston
for a value of $177,197, classified as equity securities and reported at faiff r value on the condensed consolidated financial
statements.

In December 2018, a subsidiary of the Company became a member of the FHLB Des Moines (“FHLB-DM”).
Membership in the FHLB-DM required an investment in FHLB-DM’s common stock which was purchased in December 2018
and valued at $133,200. In January 2024, the insurance subsu idiary of the Company received a 4.23% fixed interest rate cash loan
of $5.5 million froff m the FHLB-DM. Additionally, the transaction required the acquired FHLB-DM common stock and certain
other investments to be pledged as collateral. As of December 31, 2025, the faiff r value of the collateralized securities and term
certificff ate deposits was $6.0 million and the equity investment in FHLB common stock was $316,300.

For the years ended December 31, 2025 and 2024, the Company made monthly interest payments as per the terms of the
loan agreement in aggregate of $235,881, and $224,895, respectively.

The folff lowing tabla e summarizes the Company’s long-term debt:

December 31, 2025 December 31, 2024
(in tii hott usands)s

Convertible debt $ 885 $ 885
Mortgage loan — 10,749
Credit loan facility 74,063 70,125
Revolving credit facility — 10,000
FHLB loan agreement 5,500 24,700
Total principal amount $ 80,448 $ 116,459
Deferred finff ance costs $ 2,020 $ 140
Total long-term debt $ 78,428 $ 116,319

As of the date of this report, the Company was in compliance with the appla icable terms of all its covenants and other
requirements under the Credit Agreement, Convertible Notes, cash borrowings and other loans. The Company's abia lity to secure
future debt financing depend, in part, on its ability to remain in such compliance. The covenants in the Credit Agreement may
limit the Company’s fleff xibility in connection with future financing transactions and in the allocation of capital in the future,
including the Company’s abia lity to pay dividends and make stock repurchases, and contribute capital to its insurance subsidiaries
that are not parties to the Credit Agreement.

The covenants and other requirements under the revolving agreement represent the most restrictive provisions that we
are subject to with respect to the Company's long-term debt.
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The scheduldd e of principal payments on long-term debt is as follows:

December 31, Amount
2026 $ 3,750
2027 3,750
2028 4,675
2029 11,100
2030 56,288
Thereafter 885
Total principal payments $ 80,448

Note 15. Income Taxes

The folff lowing tabla e summarizes the provision for income taxes:

For thett Year Ended December 31,
2025 2024 2023

(in tii hott usands)s
Federal:
Current $ 50,400 $ 21,710 $ 5,572
Deferred 3,074 (4,530) 70
Provision for Federal income tax 53,475 17,180 5,642

State:
Current 10,894 4,264 1,086
Deferred (699) (308) (30)
Provision for State income tax expense 10,196 3,956 1,056
Provision for income taxes $ 63,670 $ 21,136 $ 6,698

The income tax expense diffeff rs from the amounts computed by applying the U.S. fedff eral income tax rate of as indicated
below to pretax income as a result of the folff lowing (in thousands):

For thett Year Ended December 31,
2025 2024 2023

$ % $ % $ %
United States $ 221,348 $ 94,899 $ (10,555)
Foreign 37,916 (12,223) 62,560
Income from continuing operations before tax 259,264 82,676 52,005
U.S. federal statutory tax rate 54,445 21.0% 17,362 21.0% 10,921 21.0%
State and local income taxes, net of fedff eral
income tax effectff 7,908 3.1% 3,061 3.7% 828 1.6%

Foreign tax effeff cts
Bermuda
Foreign Tax Statutt ory Err xemption (7,962) -3.1% 2,567 3.1% (13,138) 25.3%

Effeff ct of cross-border tax laws
US tax on forff eign insurance income 7,962 3.1% (2,567) -3.1% 13,138 -25.3%

Changes in valuation allowances — — — — (5,671) 10.9%
Nontaxable or nondeductible items
Executive Compensation 162(m) 1,568 0.6% 925 1.1% 308 0.6%
Others (193) -0.1% (214) -0.3% 326 0.6%

Other Adjustments (58) — 2 — (13) —
Total tax expense $ 63,670 24.6% $ 21,136 25.6% $ 6,698 12.9%

The provision for income taxes was $63.7 million forff the year ended December 31, 2025 compared to $21.1 million forff
the year ended December 31, 2024. The effective tax rate for the year ended December 31, 2025 was 24.6% compared to 25.6%
in the prior year. The effeff ctive tax rate for 2025 was slightly below than the statuttt ory rrr ate, driven by higher pre-tax income
compared to the prior year which had a dilutive effecff t on permanent tax diffeff rences, whereas the effective tax rate for 2024 was
slightly higher than the statuttt ory rrr ate.
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The significant components of deferff red tax assets and liabia lities included in the consolidated balance sheets as of
December 31, 2025 and 2024 were as follows:

For thett Year Ended December 31,
2025 2024

Deferred tax assets: (in tii hott usands)s
Unearned premiums $ 19,342 $ 18,617
Net operating loss — 1
Tax-related discount on loss reserve 4,399 5,079
Stock-based compensation 1,323 669
Property and equipment — 1,366
Accruer d expenses 1,533 1,536
Note discount — 6
Leases 924 959
Unrealized losses 4,185 9,813
Other 488 459
Total deferff red tax asset 32,194 38,506

Valuation allowance — —
Adjud sted deferred tax asset 32,194 38,506

Deferred tax liabia lities:
Deferred acquisition costs $ 15,379 $ 15,028
Prepaid expenses 152 191
Property and equipment 2,738 —
Note discount 37 —
Basis in purchased investments 2 6
Basis in purchased intangibles 6,652 8,027
Other 1,379 1,378
Total deferff red tax liabia lities 26,339 24,630
Net deferff red tax assets $ 5,855 $ 13,876

The Company had no capital loss carryforward as of December 31, 2025 and 2024.

In assessing the net carrying amount of deferred tax assets, the Company considers whether it is more likely than not
that the Company will not realize some portion or all of the deferff red tax assets. The ultimate realization of deferff red tax assets
depends uponu the generation of futff urtt e taxable income during the periods in which those temporary drr iffeff rences become
deductible. The Company considers the scheduled reversal of deferred tax liabia lities, projected future taxabla e income and tax
planning strategies in making this assessment.

As of December 31, 2025 and 2024, the Company has a gross operating loss carryforward forff state income tax purposrr es
(FL State only) of $0 and 10.0 million, respectively. The statute of limitations related to the Company's fedff eral and state income
tax returtt ns generally remains open froff m the Company's filff ings for 2022 through 2024. Additionally, fedff eral tax returtt n filinff gs for
2019 and 2021 remain to the extent of carryback refunds of 2022 capital and net operating losses. There are currently no tax
years under examination.

The Company's reinsurance affiff liate, Osprey, which is based in Bermuda, made an irrevocable election under section
953(d) of the U.S. Internal Revenue Code of 1986, as amended, to be treated as a domestic insurance company for U.S. Federal
income tax purposrr es. As a result of this election, the Company's reinsurance subsu idiary is subju ect to United States income tax as
if it were a U.S. corporrr ation.

On December 31, 2023, the Government of Bermuda enacted the Corporrr ate Income Tax Act 2023 (Bermuda CIT),
which will appa ly a 15% corporate income tax to certain Bermuda businesses in fisff cal years beginning on or afteff r January 1,
2025. The Company currently meets an exception which would delay Bermuda taxation until 2030. Prior to December 31, 2023,
the Company had an undertaking froff m Bermuda that exempted it from any local profitsff , income or capital gains taxes until the
year 2035.
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The Organization forff Economic Co-operation and Development has issued Pillar Two model rulrr es introducing a new
global minimum tax of 15%, which was effective on January 1, 2024. While it is uncertain whether the United States will enact
legislation to adopt Pillar Two rules, various other governments around the world have enacted legislation. As currently
designed, Pillar Two will ultimately apply to the Company’s worldwide operations. Considering the Company does not have
material operations in jurisdictions with tax rates lower than the Pillar Two minimum, these rulrr es have not materially impacted
the Company’s global tax costs in 2024 or 2025 and the impact is not expected to be material in future periods. Management will
continue to monitor both United States and global legislative action related to Pillar Two for potential impacts.

On July 4, 2025, the "One Big Beautifulff Bill Act" ("OBBBA") was signed into law in the United States. The Act makes
permanent many of the tax provisions enacted in 2017 as part of the Tax Cuts and Jobs Act that were set to expire at the end of
2025. In addition, the OBBBA makes changes to certain U.S. corporate tax provisions, but many are generally not effeff ctive until
2026. Certain changes include the immediate expensing of acquired business assets and a temporary srr uspension of the
requirement to capitalize and amortize U.S. R&D expenditures. The tax effeff cts of the enacted legislation are reflected in the
2025 financials and there was no material impact to the effective tax rate. The Company will continue to monitor the impact of
the OBBBA on future financial statements.

Note 16. Statutory Accounting and Regulations

State laws and regulations, as well as national regulatory arr gency requirements, govern the operations of all insurers such
as the Company's insurance subsidiaries. The various laws and regulations require that insurers maintain minimum amounts of
statuttt ory srr urplrr us and risk-based capital; restrict insurers’ abia lity to pay dividends; restrict the allowabla e investment types and
investment mixes and subject the Company’s insurers to assessments.

The Company’s insurance subsu idiaries are required to fileff with state insurance regulatory arr uthorities an “Annual
Statement” which report under the statuttt ory-rr basis of accounting which differs from GAAP, among other items, net income and
surplus as regards policyholders, which is called stockholder’s equity under GAAP. The combined results of the Company’s
insurance subsidiaries' reported statutory-basis results included net income of $108.3 million and $21.4 million forff the years
ended December 31, 2025 and 2024, respectively. The Company’s insurance subsu idiaries must maintain capital and surplus
ratios or balances as determined by the regulatory arr uthority of the states in which they are domiciled. Heritage P&C is required
to maintain statuttt ory-rr basis capital and surplus equal to the greater of $15 million or 10% of their respective liabia lities. Zephyr is
required to maintain a deposit of $750,000 in a fedff erally insured finff ancial institution. NBIC is required to maintain statutory-
basis capital and surplus of $3.0 million. The combined statutory surplus forff Heritage P&C, NBIC, and Zephyr was $392.5
million at December 31, 2025. The combined statutory-basis surplus forff Heritage P&C, NBIC, and Zephyr was $285.5 million at
December 31, 2024. State laws also require the Company’s insurance subsu idiaries to adhere to prescribed premium-to-capital
surplus ratios, with which the Company’s insurance affiff liates are complying. At December 31, 2025, the Company's insurance
subsu idiaries met the financial and regulatory requirements of the states in which they do business.

The legislatures of the states of domicile of the Company's insurance affiff liates have adopted the National Association of
Insurance Commissioners (“NAIC”) recommendations with regard to expansion of the regulation of insurers to include non-
insurance entity affiff liates. Specifically, the law permits the state insurance regulators to examine affiliated entities within an
insurance holding company system in order to ascertain the financial condition of the insurer. The law also provides forff certain
disclosures regarding enterprise risk, which are satisfied by the provision of related inforff mation fileff d with the SEC.

The NAIC published risk-based capital guidelines for insurance companies that are designed to assess capital adequacy
and to raise the level of protection that statutory-basis surplus provides forff policy holders. Most states, including Florida, Hawaii,
and RhoRR de Island, have enacted the NAIC guidelines as statuttt ory rrr equirements, and insurers having less statutory-basis surplus
than required will be subju ect to varyirr ng degrees of regulatory arr ction, depending on the level of capital inadequacy. State
insurance regulatory arr uthorities could require an insurer to cease operations in the event the insurer fails to maintain the required
statuttt ory crr apital.
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State laws forff Florida, Hawaii, and Rhode Island permit an insurer to pay dividends or make distributions out of that
part of statuttt ory srr urplrr us derived froff m net operating profit and net realized capital gains. The applicable laws pertain to the state
of domicile of each insurance company affiff liate and provide calculations to determine the amount of dividends or distributions
that can be made without the prior approval of the insurance regulatory arr uthority and the amount of dividends or distributions
that would require prior appra oval of the insurance regulatory arr uthority. In the state of Florida, a dividend may be taken without
regulatory arr ppra oval if the dividend is equal to or less than the greater of 10% of the insurer’s surplus or the insurer’s net income.
In the state of Rhode Island, a dividend may be taken without regulatory arr ppra oval if the dividend is equal to or less than the
lesser of 10% of the insurer’s surplus or the insurer’s net income excluding realized capital gains. The state of Hawaii restricts
dividends without regulatory approval to the smaller of prior years’ net income or 10% of prior year’s surplus. Heritage P&C and
NBIC have not paid dividends in any of the last three years. Zephyr paid no dividends for the years ended December 31, 2025
and 2024 and paid dividends of $3.9 million forff the year ended December 31, 2023.

Statuttt ory rrr isk-based capital requirements may further restrict the Company's insurance subsu idiaries ability to pay
dividends or make distributions if the amount of the intended dividend or distribution would cause statutt ory-rr basis surplrr us to fall
below minimum risk-based capia tal requirements.

State insurance laws limits an insurer’s investment in equity instruments and also restricts investments in medium to
low quality debt instrumrr ents. The Company’s insurance affiff liates were in compliance with all investment restrictions at
December 31, 2025 and 2024.

Governmental agencies or certain quasi-governmental entities can levy assessments upon the Company in the states in
which the Company writes policies. Refer to Note 1 “Basis oi f Po resentation, Nature of Business and Signii fici ant Accounting
Policies and Practices” to these consolidated financial statements forff further inforff mation forff a description of how the Company
recovers assessments imposed upon it. Governmental agencies or certain quasi-governmental entities can also levy assessments
upon policyholders, and the Company collects the amount of the assessments from policyholders as surcharges for the benefit of
the assessing agency. There are currently assessments being collected from policyholders and remitted to governmental or quasi-
governmental entities. If an assessment becomes levied the Company would multiply the premium written on each policy by
these assessment percentages to determine the additional amount that it will collect from the policyholder and remit to the
assessing agencies.

The Company reported its insurance subsidiaries’ assets, liabia lities and results of operations in accordance with GAAP,
which varies froff m statutory-basis accounting principles prescribed or permitted by state laws and regulations, as well as by
general industry prr ractices.

The Company’s reinsurance subsu idiary, Osprey, which was incorporated on April 23, 2013, is licensed as a Class 3A
Insurer under The Bermuda Insurance Act 1978 and related regulations. Osprey is required to meet and maintain certain
minimum levels of solvency and liquidity. Each year Osprey is required to fileff with the Bermuda Monetary Authority (the
“Authority”) a Capital and Solvency Returtt n, Statutt ory Frr inancial Return and Audited Financial Statements within four months of
its relevant finff ancial year end. Osprey maintains suffiff cient collateral to comply with regulatory rrr equirements as of December 31,
2025. Bermuda’s standard for finff ancial statement reporting is U.S. GAAP.

Note 17. Commitments and Contingencies

The Company is involved in claims-related legal actions arising in the ordinary course of business. The Company
accrues amounts resulting froff m claims-related legal actions in unpaid losses and loss adjud stment expenses during the period that
it determines an unfavorable outcome becomes probabla e and it can estimate the amounts. Management makes revisions to its
estimates based on its analysis of subsu equent information that the Company receives regarding various factors, including: (i) per
claim inforff mation; (ii) company and industry hrr istorical loss experience; (iii) judicial decisions and legal developments in the
awarding of damages; and (iv) trends in general economic conditions, including the effects of inflaff tion.

The Company’s Florida insurance company affiff liate is required to enter into a reinsurance contract with the FHCF forff a
portion of its catastrophe risk transferff each year. Since the Company’s inception in 2012, certain catastrophic events have
resulted in losses which pierced the FHCF layer and resulted in reimbursements froff m the FHCF. To date, losses fromff Hurricane
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Irma, which strucrr k in 2017, Hurricane Ian, which struck in 2023, and Hurricane Milton, which strucrr k in 2024, have triggered the
Company’s FHCF coverage.

The Company’s 2017 reinsurance agreement with the FHCF is consistent among Florida insurance companies and
required a commutation no later than 60 months afteff r the end of the contract year, forff which the commutation process began in
June 2023. This commutation represents an agreement between Heritage and the FHCF to terminate the 2017 reinsurance
agreement and agree on the conditions under which all obligations for both parties are discharged and therefore a finff al
determination of and payment forff any claims related to Hurricane Irma. The terms of the 2017 reinsurance agreement with the
FHCF provide for the commutation process as well as the process to settle any disagreements as to the present value of
outstanding losses that served as the basis forff determining the amount payabla e by FHCF uponu termination of the reinsurance
agreement. During the third quarter of 2023, the commutation process was completed and a finff al payment by the FHCF was
received by the Company. Social inflation and the litigated claims environment in the State of Florida, which affeff cted Hurricane
Irma claims could result in adverse development of these claims, which creates uncertainty as to the ultimate cost to settle the
remaining Hurricane Irma claims. Accordingly, the finff al amount paid by the FHCF could vary frr roff m the Company’s current or
future estimation of losses to be recovered froff m the FHCF.

Further, as described in Note 13. Reserve forff Unpaid Losses, in the fourff th quarter of 2022 the Company re-estimated its
ultimate losses forff Hurricane Irma and as a result of that re-estimation, the private layers of reinsurance specific to Hurricane
Irma were exhausted. Accordingly, any subsequent adverse development on Hurricane Irma are retained by the Company.

Note 18. Accounts Payable and Other Liabilities

Other liabia lities consist of the following as of December 31, 2025 and 2024:

Description December 31, 2025 December 31, 2024
(in thousands)s

Accounts payable and other payabla es 18,845 21,154
Accruer d interest 26 146
Other liabia lities 36 213
Premium tax — 438
Commission payabla es 19,358 17,427
Total other liabia lities $ 38,265 $ 39,378

Note 19. Accrued Bonus Compensation

For the year ended December 31, 2025, the Company recognized employee bonus compensation expense of $6.8
million. At December 31, 2025, the Company has accruerr d bonus of $6.6 million, which is expected to be paid in the firff st quarter
of 2026. For the year ended December 31, 2024, the Company recognized employee bonus compensation expense in aggregate
of $5.3 million, of which $5.7 million was unpaid until 2025.

Note 20. Related Party Transactions

In July 2020, the Board of Directors appoia nted Mark Berset to the Board of Directors of the Company. Mr. Berset is
also the Chief Executive Officer of Comegys Insurance Agency, Inc. (“Comegys”), an independent insurance agency that writes
policies forff the Company. The Company pays commission to Comegys based uponuu standard industry rrr ates consistent with those
provided to the Company’s other insurance agencies. There have been no arrangements or understandings between Mr. Berset
and any other persons with respect to his appa ointment as a director. Effective September 23, 2025, Mr. Berset retired from the
Board of Directors of the Company to pursue other opportunities. For the years ended December 31, 2025, 2024 and 2023, the
Company paid agency commission to Comegys of approximately $139,839, $139,762 and $132,505, respectively.

On September 2, 2025, the Audit Committee of the Board of Directors of the Company appra oved the repurchase of
21,000 shares of the Company's common stock held by one of its executive officers in lieu of the offiff cer selling the shares on the
open market. The shares of common stock were repurchased on September 5, 2025 under the Company's 2025 Share Repurchase
Plan at the market price of $24.47 per share.
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Note 21. Employee Benefitff Plan.

The Company provides a 401(k) plan for substantially all employees. The Company provides a matching contribution of
100% on the firff st 3% of employees’ contribution and 50% on the next 2% of the employees’ contribution to the plan. The
maximum match is 4%. For the years ended December 31, 2025, 2024 and 2023, the contributions made to the plan on behalf of
the participating employees were approximately $1.7 million, $1.6 million and $1.3 million, respectively.

Since September 1, 2021, the Company has been enrolled in a flex healthcare plan which allows employees the choice
of three medical plans with a range of coverage levels and costs. For the years ended December 31, 2025, 2024 and 2023, the
Company's medical costs were $6.6 million, $5.6 million and $5.0 million, respectively. The current healthcare plan is fulff ly
insured.

Note 22. Equity

The total amount of authorized capital stock consists of 50,000,000 shares of common stock and 5,000,000 shares of
preferff red stock. As of December 31, 2025, the Company had 30,833,776 shares of common stock outstanding, 12,337,809
treasury srr hares of common stock and 1,479,243 shares of unvested shares of restricted common stock issued reflecting total paid-
in capital of $365.7 million as of such date.

Common Stock

Holders of common stock are entitled to one vote forff each share held on all matters subju ect to a vote of stockholders,
subju ect to the rights of holders of any outstanding preferff red stock. Accordingly, holders of a majority of the shares of common
stock entitled to vote in any election of directors may elect all of the directors standing for election, subju ect to the rights of
holders of any outstanding preferff red stock. Holders of common stock will be entitled to receive ratabla y any dividends that the
board of directors may declare out of funds legally availabla e therefor, subju ect to any preferential dividend rights of outstanding
preferff red stock. Upon the Company’s liquidation, dissolution or winding up, the holders of common stock will be entitled to
receive ratabla y its net assets availabla e after the payment of all debts and other liabia lities and subju ect to the prior rights of holders
of any outstanding preferff red stock. Holders of common stock have no preemptive, subsu cription, redemption or conversion rights.
There is no redemption or sinking fund provisions applicable to the common stock. All outstanding shares of the Company’s
capital stock (excluding restricted stock) are fulff ly paid and non-assessabla e.

Stock Repurchase Program

On December 15, 2022, the Board of Directors established a new share repurchase program plan to commence uponu
December 31, 2022, for the purposrr e of repurchasing up tu o an aggregate of $10.0 million of common stock, through the open
market or in such other manner as will comply with the terms of applicable federal and state securities laws and regulations,
including without limitation, Rule 10b-18 under the Securities Act at any time or from time to time on or prior to December 31,
2023 (the "2023 Share Repurchase Plan"). There were no shares repurchased for the year ended December 31, 2023.

On March 11, 2024, the Board of Directors established a new share repurchase program plan which commenced upon
the expiration of the 2023 Share Repurchase Plan on December 31, 2023, for the purposrr e of repurchasing up tuu o an aggregate of
$10.0 million of common stock, through the open market or in such other manner as will comply with the terms of applicable
federal and state securities laws and regulations, including without limitation, Rule 10b-18 under the Securities Act at any time
or from time to time on or prior to December 31, 2024 (the "2024 Share Repurchase Plan"). There were no shares repurchased
for the year ended December 31, 2024.

On December 9, 2024, the Board of Directors established a new share repurchase program plan which commenced upon
the expiration of the 2024 Share Repurchase Plan on December 31, 2024, for the purposrr e of repurchasing up tuu o an aggregate of
$10.0 million of common stock, through the open market or in such other manner as will comply with the terms of applicable
federal and state securities laws and regulations, including without limitation, Rule 10b-18 under the Securities Act at any time
or from time to time on or prior to December 31, 2025 (the "2025 Share Repurchase Plan"). For the year ended December 31,
2025, the Company repurchased in aggregate 106,135 shares of its common stock under its repurchase program for $2.3 million.
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On November 5, 2025, the Board of Directors established a new share repurchase plan to commence uponu the
expiration of the previously authorized share repurchase plan on December 31, 2025, for the purposrr e of repurchasing up tu o an
aggregate of $25.0 million of common stock through the open market or in such other manner as will comply with the terms of
applicable federal and state securities laws and regulations, including without limitation, Rule 10b-18 under the Securities Act at
any time or from time to time on or prior to December 31, 2026 (the “2026 Share Repurchase Plan”).

Public and Private Offering of shares of Common Stock

On December 14, 2023, the Company completed a primary offeff ring of 3,703,703 shares of its common stock at a public
offeff r price of $6.75 per share. In a concurrent private placement, the Company issued 148,148 shares of its common stock to an
investor at the public offeff ring price. Additionally, the Company completed the purchase by one of its independent Directors and
the Company’s Director and CEO, of 40,871 and 27,247, shares of common stock, respectively, at $7.34, the closing price of
common stock on December 14, 2023.

The gross proceeds to Heritage from the public offeff ring and private placement, before deducting underwriting
discounts, commissions and other offeff ring expenses, were appra oximately $26.5 million. The Company intends to use the net
proceeds from the public offeff ring and the private placement forff general corporrr ate and operations purposrr es and to provide capital
for anticipated growth and expansion efforts.

Dividends

The declaration and payment of any future dividends will be subju ect to the discretion of the Board of Directors and will
depend on a variety of factors including the Company’s finff ancial condition and results of operations.

The Board of Directors elected not to declare any dividends during the calendar years of 2023 through 2025.

Note 23. Stock-Based Compensation

Restricted Stock

The Company adopted the Heritage Insurance Holdings, Inc., 2023 Omnibus Incentive Plan (the “2023 Plan”), which
became effective on June 7, 2023 uponu approval by the Company's stockholders. The 2023 Plan authorized 2,125,000 shares of
common stock for issuance under the Plan for futff urt e grants. Upon effeff ctiveness of the original 2023 Plan, no new awards may be
granted under the prior Omnibus Incentive Plan, which will continue to govern the terms of awards previously made under such
plan. In June 2025, the 2023 Plan was amended, effeff ctive on June 10, 2025 upon approval by the Company's stockholders, to
increase the authorized shares by 1,800,000 shares of common stock for issuance under the 2023 Plan for futff urtt e grants.

At December 31, 2025, there were 2,026,449 shares availabla e forff grant under the 2023 Plan. The Company recognizes
compensation expense under ASC 718 for its stock-based payments based on the faiff r value of the awards.

On June 10, 2025, the date of the annual meeting of the Company's stockholders, the Company awarded to non-
employee directors an aggregate of 15,300 shares of common stock with a faiff r value at the time of grant of $23.53 per share. The
stock was fully vested on the date of issuance.

On April 15, 2025, the Company awarded 9,000 shares of time-based restricted stock, with a faiff r value at the time of
grant of $17.30 per share under the 2023 Plan to certain employees. The time-based restricted stock vested on December 15,
2025.

On March 11, 2025, the Company awarded an aggregate of 99,246 shares of time-based restricted stock and 285,985
shares of performance-based restricted stock, each at a faiff r value at the time of grant of $11.88 per share under the 2023 Plan to
certain employees. The time-based restricted stock vests annually in three equal installments commencing on December 15,
2025. The performance based restricted stock has a three-year performance period beginning on January 1, 2025 and ending on
December 31, 2027 and will vest following the end of the performance period but no later than March 31, 2028.

On January 1rr 0, 2025, the Company awarded 1,000 shares of time-based restricted stock, with a faiff r value at the time of
grant of $10.86 per share under the 2023 Plan to an employee. The time-based restricted stock vested on December 15, 2025.
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In January 2025, the Company evaluated the restricted stock performance criteria and determined that based on the
Company’s results measured against the performance conditions under the awards, the maximum percentage would most likely
be met by each of the recipients at the end of the vesting period forff the 2024 awards, which were issued at target. Therefore,
additional shares of restricted stock are expected to be earned uponu vesting and beginning the firff st quarter of 2025, the Company
began to recognize stock-based compensation on the additional 217,877 shares of performance-based restricted stock, as a result
of the expected maximum achievement of the performance conditions under the awards.

In June 2024, the Company awarded to non-employee directors an aggregate of 39,312 shares of restricted stock with a
fair value at the time of grant of $8.14 per share. The restricted stock will vest on the next annual meeting of the Company's
stockholders that occurs afteff r the award date, provided the member remains on the Board until such date. The restricted stock
fully vested on June 5, 2025.

In March 2024, the Company awarded an aggregate of 8,390 shares of time-based restricted stock, with a faiff r value at
the time of grant of $7.15 per share to certain employees. The time-based restricted stock fully vested on December 15, 2024.

On Februarr ry 26, 2024, the Company awarded an aggregate of 163,640 shares of time-based restricted stock and an
aggregate of 253,918 shares of performance-based restricted stock, with a faiff r value at the time of grant of $7.02 per share to
certain employees. The time-based restricted stock will vest annually in three equal installments commencing on December 15,
2024. The performance based restricted stock has a three-year performance period beginning on January 1, 2024 and ending on
December 31, 2026 and will vest following the end of the performance period but no later than March 31, 2027.

In November 2023, the Compensation Committee appra oved the cancellation of 420,225 performance-based unvested
awards. The Company determined the performance criteria forff certain performance-based unvested awards would not be met and
accordingly, reversed previously recorded stock based compensation of appra oximately $1.7 million associated with those
awards.

On July 11, 2023, the Company awarded 351,716 time-based restricted stock and 857,843 performance-based restricted
stock, with a faiff r value at the time of grant of $4.08 per share under the Company’s 2023 Omnibus Incentive Plan to certain
employees. The time-based restricted stock will vest annually in three equal installments commencing on December 15, 2023.
The performance based restricted stock has a three-year performance period beginning on January 1, 2023 and ending on
December 31, 2025 and will vest following the end of the performance period but no later than March 30, 2026.

In June 2023, the Company awarded to non-employee directors in aggregate 63,744 shares of restricted stock with a faiff r
value at the time of grant of $5.02 per share. In August 2023, the awards were amended which resulted in an adjustment to the
number of shares of restricted stock awarded froff m 63,744 to 77,296 shares of restricted stock. The restricted stock shall vest on
the earlier of (i) the one-year anniversary of the date of issuance and (ii) the day immediately prior to the date of the following
year's annual meeting of stockholders, provided the member remains on the Board until such date. The restricted stock fulff ly
vested on June 5, 2024.

For the shares of performance-based restricted stock that are issued at target, the number of shares that will be earned at
the end of the performance period is subju ect to increase or decrease based on the results of the performance condition. However,
for those issued at the maximum, the number of shares that will be earned at the end of the performance period is subju ect to
decrease based on the results of the performance condition under the awards.

The 2023 Plan authorizes the Company to grant stock options at exercise prices equal to the fair market value of the
Company’s stock on the dates the options are granted. The Company has not granted any stock options since 2015 and all
unexercised stock options have since been forfeited.
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Restricted stock activity for the three years ended December 31, 2025, 2024 and 2023 is as follows:

Weighted-Average
Grant-Date Fair

Number of shares Value per Share
Non-vested, at December 31, 2022 648,493 $ 7.38
Granted - Perforff mance-based restricted stock 857,843 4.08
Granted - Time-based restricted stock 429,012 4.08
Vested (221,218) 3.51
Canceled and surrendered (552,319) 7.26
Non-vested, at December 31, 2023 1,161,811 $ 4.25
Granted - Perforff mance-based restricted stock 253,918 7.02
Granted - Time-based restricted stock 211,342 7.23
Vested (214,991) 9.55
Canceled and surrendered (77,159) 12.58
Non-vested, at December 31, 2024 1,334,921 $ 8.36
Granted - Perforff mance-based restricted stock 285,985 11.88
Granted - Time-based restricted stock 124,546 13.69
Vested (188,550) 28.44
Canceled and surrendered (77,659) 29.57
Non-vested, at December 31, 2025 1,479,243 $ 18.86

Awards are being amortized to expense over a one to three year vesting period. The Company recognized $5.4 million,
$3.3 million, and $1.3 million of compensation expense forff the years ended December 31, 2025, 2024 and 2023, respectively.

During the year ended December 31, 2025, the Company granted in aggregate 410,531 of time-based and performance-
based restricted stock. During the year ended December 31, 2025, 266,209 shares of restricted stock were vested and released. Of
the stock released to employees, 77,659 shares were withheld to cover withholding taxes of $2.3 million.

During the year ended December 31, 2024, the Company granted in aggregate 465,260 of time-based and performance-
based restricted stock. During the year ended December 31, 2024, 292,150 shares of restricted stock were vested and released. Of
the stock released to employees, 77,159 shares were withheld to cover withholding taxes of $971,000.

During the year ended December 31, 2023, the Company granted in aggregate 803,401 net of 483,454 cancelled shares
of time-based and performance-based restricted stock. During the year ended December 31, 2023, 221,218 shares of restricted
stock were vested and released. Of the stock released to employees, 68,865 shares were withheld to cover withholding taxes of
$429,000.

At December 31, 2025, there was approximately $1.2 million unrecognized expense related to time-based unvested
restricted stock and an additional $3.6 million forff performance-based restricted stock, which is expected to be recognized over
the remaining restriction periods as described in the tabla e below. For the comparabla e period in 2024, there was $3.5 million of
unrecognized expense.

Additional inforff mation regarding the Company’s outstanding non-vested time-based restricted stock and performance-
based restricted stock at December 31, 2025 is as follows:

Grant date Restricted shares unvested
Share Value at Grant Date Per

Share
Remaining Restriction Period

(Years)
July 11, 2023 818,627 4.08 0.3

Februarr ry 27, 2024 54,547 7.02 1.0
Februarr ry 27, 2024 253,918 7.02 1.3
March 11, 2025 66,165 11.88 2.0
March 11, 2025 285,986 11.88 2.3

1,479,243
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Note 24. Selected Quarterly Financial Data (unaudited)

The folff lowing tabla e provides a summary of unaudited quarterly results for the periods presented (in thousands, except
per share data):

For the year ended December 31, 2025 First Quarter Second Quarter Third Quarter Fourth Quarter
Net premiums earned $ 200,034 $ 196,316 $ 195,132 $ 202,675
Investment income $ 8,575 $ 9,034 $ 9,686 $ 9,861
Total revenues $ 211,520 $ 208,035 $ 212,459 $ 215,316
Total operating expenses $ 169,084 $ 143,165 $ 142,293 $ 125,637
Operating income $ 42,436 $ 64,870 $ 70,166 $ 89,679
Net income $ 30,474 $ 48,024 $ 50,421 $ 66,675
Basic net income per share $ 0.99 $ 1.55 $ 1.63 $ 2.16
Diluted net income per share $ 0.99 $ 1.55 $ 1.63 $ 2.15

For the year ended December 31, 2024 First Quarter Second Quarter Third Quarter Fourth Quarter
Net premiums earned $ 179,426 $ 190,316 $ 198,841 $ 199,277
Investment income $ 8,551 $ 9,769 $ 9,801 $ 8,510
Total revenues $ 191,302 $ 203,571 $ 211,849 $ 210,263
Total operating expenses $ 168,598 $ 175,932 $ 200,100 $ 178,745
Operating income $ 22,704 $ 27,639 $ 11,749 $ 31,518
Net income $ 14,225 $ 18,869 $ 8,152 $ 20,293
Basic net income per share $ 0.47 $ 0.62 $ 0.27 $ 0.66
Diluted net income per share $ 0.47 $ 0.61 $ 0.27 $ 0.66

The sum of quarterly amounts, including per share amounts, may not equal amounts reported forff year-to-date periods.
This is due to the effects of rounding and changes in the number of weighted-average shares outstanding for each period.

Note. 25. Segment Reporting

The Company conducts its business as a residential property insurer, which is based uponu the Company's business
organizational and management structurtt e, as well as information used to allocate the Company’s resources and assess
performance by the Company's Chief Executive Officer and Board of Directors, who are collectively the chief operating decision
maker ("CODM").

The Company's business is reported as one operating and reportabla e segment, which is residential property insurance.
The Company's residential property insurance business was determined to be one operating and reportabla e segment based on the
Company's appra oach to making decisions on operating matters, including allocating resources, assessing performance,
determining which products to market and sell, determining distribution networks with insurance agents, and monitoring the
regulatory err nvironment.

As the Company operates as one reportabla e segment, all significant expenses presented to the CODM are presented on
the facff e of the Consolidated Statements of Income and Comprehensive Income. The CODM uses net income to evaluate income
generated froff m segment assets, such as returtt n on assets, in deciding whether to reinvest profitsff into the business or other parts of
the entity, such as forff acquisitions or to pay dividends.

The residential property insurance business products have similar economic characteristics and use a similar marketing
and distribution strategy with the Company's independent agents. The Company's property insurance business is comprised of
commercial lines insurance and personal lines insurance and is evaluated on a consolidated basis.

Certain members of the Board of Directors also serve on the Audit Committee and, in that capacity, review selected
statuttt ory frr inff ancial information separate froff m the consolidated GAAP financial inforff mation provided to the CODM. This
statuttt ory irr nforff mation is reviewed for regulatory arr nd oversight purposrr es and does not affeff ct the Company’s conclusion that it has
one operating and reportabla e segment.

The accounting policies appla ied in measuring segment results are the same as those described in Note 1, “Summary of
Significff ant Accounting Policies,” to the consolidated financial statements..
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The folff lowing tabla e summarizes the components of the Company's segments revenue and expenses for the following
years:

For the Years Ended December 31,
2025 2024 2023

Revenues: (in tii hott usands)s
Earned premium, net of ceded premium $ 794,157 $ 767,860 $ 697,185
Net investment income 37,156 36,631 25,756
Net realized gains (losses) on debt securities and other investments 2,713 (705) (972)
Other revenue 13,304 13,199 13,529
Total revenues 847,330 816,985 735,498

Expenses:
Losses and loss adjud stment expense - current year 326,700 421,633 427,702
Losses and loss adjud stment expense - prior year (13,454) 25,415 (1,573)
Policy acquisition costs 173,961 191,189 167,610
General and administration costs (1)(2) 80,273 75,588 69,855
Depreciation & amortization 12,699 9,551 8,689
Interest expense 7,887 10,934 11,210
Income tax expense 63,670 21,136 6,698
Segment net income 195,594 61,539 45,307

Reconciliation of profitff or loss:
Adjud stment and reconciling items: — — —
Consolidated net income $ 195,594 $ 61,539 $ 45,307

(1) Excludes depreciation and amortization expense

(2) For the year ended December 31, 2023 general and administration includes the $767,000 impairment on tangible assets

Note 26. Subsequent Events

The Company performed an evaluation of subsu equent events through the date the condensed consolidated financial
statements were issued and determined there were no recognized or unrecognized subsu equent events that would require an
adjud stment or additional disclosure in the consolidated financial statements as of December 31, 2025.

In January 2026, the Company repurchased an aggregate of 112,858 shares of its common stock under the 2026 Share
Repurchase program for a total purchase price of $3.0 million.

On January 23, 2026, the Company received fulff l payment on the $11.0 million promissory note recorded previously in
Other accounts receivabla e, along with the accruerr d but unpaid interest of $48,521.

The Company experienced losses froff m three winter storms that occurred in January and February orr f 2026 and expects
to incur appaa roximately $22.8 million of pre tax catastrophe losses, net of reinsurance, related to these events.
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None

Item 9A. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and procedurdd es (as definff ed in Exchange Act RulRR e 13a-15(e)) that are designed to assure
that information required to be disclosed in our Exchange Act reports is recorded, processed, summarized and reported within the
time periods specified in the SEC’s rules and forms, and that such inforff mation is accumulated and communicated to
management, including our Chief Executive Officer and Chief Financial Offiff cer, as appra opriate, to allow timely decisions
regarding required disclosures.

As required by Exchange Act RulRR e 13a-15(b), as of the end of the period covered by this Annual Report, under the
supeu rvision and with the participation of our Chief Executive Officer and Chief Financial Officer, we evaluated the effectiveness
of our disclosure controls and procedurdd es. Based on this evaluation, our Chief Executive Officer and Chief Financial Officer
concluded that our disclosure controls and procedurdd es were effeff ctive as of December 31, 2025.

Limitations on Effectiveness of Controls

Our management, including our Chief Executive Officer and Chief Financial Officer, do not expect that our disclosure
controls and procedurd es will prevent all errors and fraff ud. In designing and evaluating the disclosure controls and procedurdd es,
management recognized that any controls and procedurdd es, no matter how well designed and operated, can provide only
reasonabla e, not absolute, assurance of achieving the desired control objectives. Further, the design of a control system must
reflect the factff that there are resource constraints, and management necessarily was required to appla y its judgment in evaluating
the cost-benefit relationship of possible controls and procedurdd es. Because of the inherent limitations in all control systems, no
evaluation of controls can provide absolute assurance that all control issues and instances of fraud, if any, within the Company
have been detected. These inherent limitations include the realities that judgments in decision-making can be faulty, and that
breakdowns can occur because of simple error or mistake. Additionally, controls can be circumvented by the individual acts of
some persons, by collusion of two or more people, or by management’s override of the control.

The design of any system of controls also is based in part uponu certain assumptions about the likelihood of future
events, and there can be no assurance that any design will succeed in achieving its stated goals under all potential futff urett
conditions. Over time, controls may become inadequate because of changes in conditions, or the degree of compliance with the
policies or procedurdd es may deteriorate. Because of the inherent limitations in a cost-effeff ctive control system, misstatements due
to error or fraff ud may occur and not be detected.

Management’s Report on Internal Control Over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over finff ancial reporting as
defined in RulRR es 13a-15(f) and 15d-15(f) under the Exchange Act. Internal control over finff ancial reporting is a process designed
under the supeu rvision and with the participation of our management, including our principal executive officer and principal
financial officer, to provide reasonabla e assurance regarding the reliabia lity of financial reporting and the preparation of finff ancial
statements for external purposrr es in accordance with accounting principles generally accepted in the United States of America.

As of December 31, 2025, our management assessed the effeff ctiveness of our internal control over finff ancial reporting
using the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission in Internal Control-
Integrated Framework, or 2013 Framework. Based on this assessment, our management concluded that, as of December 31,
2025, our internal control over finff ancial reporting was effeff ctive based on those criteria.

Plante Moran, PLLC, the independent registered public accounting firff m who also audited the Company’s consolidated
financial statements included in this Form 10-K, has issued their attestation report on the Company’s internal control over
financial reporting presented in Part IV, Item 15 of this report under “Report of Independent Registered Publu ic Accounting
Firm.”

g p p g
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Changes in Internal Control Over Financial Reporting

There has been no change in our internal controls over finff ancial reporting durdd ing our most recent quarter that has
materially affeff cted, or is reasonabla y likely to materially affeff ct, our internal control over finff ancial reporting.

Item 9B. Other Information

Not appla icable

Item 9C. Disclosure Regarding Foreign Jurisdictions That Prevent Inspections

Not appa licable

g p g
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PART III

Item 10. Directors, Executive Offiff cers and Corporate Governance

The items required by Part III, Item 10 are incorporrr ated herein by reference froff m the Registrant’s Proxy Statement forff
its 2025 Annual Meeting of Stockholders to be filed with the SEC within 120 days afteff r the end of our fiscal year ended
December 31, 2025.

Item 11. Executive Compensation

The items required by Part III, Item 11 are incorporrr ated herein by reference froff m the Registrant’s Proxy Statement forff
its 2025 Annual Meeting of Stockholders to be filed with the SEC within 120 days afteff r the end of our fiscal year ended
December 31, 2025.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

The items required by Part III, Item 12 are incorporrr ated herein by reference froff m the Registrant’s Proxy Statement forff
its 2025 Annual Meeting of Stockholders to be filed with the SEC within 120 days afteff r the end of our fiscal year ended
December 31, 2025.

Item 13. Certain Relationships and Related Transactions, and Director Independence

The items required by Part III, Item 13 are incorporrr ated herein by reference froff m the Registrant’s Proxy Statement forff
its 2025 Annual Meeting of Stockholders to be filed with the SEC within 120 days afteff r the end of our fiscal year ended
December 31, 2025.

Item 14. Principal Accountant Fees and Services

The items required by Part III, Item 14 are incorporrr ated herein by reference froff m the Registrant’s Proxy Statement forff
its 2025 Annual Meeting of Stockholders to be filed with the SEC within 120 days afteff r the end of our fiscal year ended
December 31, 2025.
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PART IV

Item 15. Exhibits, Financial Statements Schedules

(a) The following documents are fileff d as part of this report.

(1) Financial Statements

The folff lowing consolidated financial statements of the Company and the reports of independent auditors thereon are
filed with this report:

Report of Independent Registered Publu ic Accounting Firm
Consolidated Balance Sheets
Consolidated Statements of Operations and Comprehensive Income
Consolidated Statements of Changes in Stockholders’ Equity
Consolidated Statements of Cash Flows
Notes to Consolidated Financial Statements

(2) Financial StaSS tement Schedules

The folff lowing additional finff ancial schedules are furff nished herewith pursuant to requirements of Form 10-K.

Schedules required to be fileff d under the provisions of Regulations S-X Article 7:

Page
Schedule II Condensed Financial Inforff mation of Registran 1t 13
Schedule V Valuation Allowance and Qualifyiff ng Account 1s 16
Schedule VI Supplemental Inforff mation Concerning Consolidated Property-Casualty Insurance Operations 117

(3) List of Exhibits

The folff lowing is a list of exhibits filed or incorporrr ated by reference as part of this Annual Report on Form 10-K

Exhibit
Number Description (File No. 001-36462)

3.1 Certificff ate of Incorporrr ation of Heritage Insurance Holdings, Inc. (incorporated by reference to Exhibit 3.1 to the
Company’s Quarterly Report on Form 10-Q fileff d on August 6, 2014)

3.2 By-laws of Heritage Insurance Holdings, Inc. (incorporated by reference to Exhibit 3.2 to the Company’s
Quarterly Report on Form 10-Q fileff d on August 6, 2014)

4.1 Form of Stock Certificff ate (incorporated by reference to Exhibit 4.1 to the Company’s Registration Statement on
Form S-1/A (File No. 333-195409) filed on May 13, 2014)

4.2 Form of 5.875% Convertible Senior Notes duedd 2037 (included in Exhibit 4.1), incorporrr ated by reference to
Exhibit 1.1 to the Company's Current Report on Form 8-K filed on August 16, 2017)

4.3
Indenturtt e, date as of August 16, 2017, by and among the Company. Heritage MGA, LLC as guarantor, and
Wilmington Trusrr t, National Association, as trusrr tee, (incorporrr ated by reference to Exhibit 4.1 to the Company's
Current Report on Form 8-K filed on August 16, 2017)

4.4 Description of Capital Stock dated December 31, 2019 (incorporrr ated by reference to Exhibit 4.5 to the
Company’s Annual Report on Form 10-K fileff d on March 10, 2020)

10.1 Amended and Restated Credit Agreement, dated July 22, 2025 among Heritage Insurance Holdings, Inc., certain
subsu idiaries of Heritage Insurance Holdings, Inc. froff m time to time party as guarantors, the lenders from time to
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time party and Regions Bank, as Administrative Agent and Collateral Agent (incorporrr ated by reference to
Exhibit 10.30 to the Company's Current Report on Form 8-K filed on July 24, 2025

10.2† Heritage Insurance Holdings, Inc. Omnibus Incentive Plan (incorporated by reference to Exhibit 10.28 to the
Company's Registration Statement filed on Form S-1 (File No. 333-195409) filed on April 21, 2014)

10.3† Heritage Insurance Holdings, Inc. 2023 Omnibus Incentive Plan (incorporated by reference to Exhibit 99.1 to the
Company's Registration Statement filed on Form S-8 (File No. 333-272474) on June 7, 2023).

10.4†
Form of Restricted Stock Award Agreement (Time-based and Performance-Based Vesting, as of March 2025)
(incorporrr ated by reference to Exhibit 10.30 to the Company's Quarterly Report on Form 10-Q fileff d on May 9,
2025)

10.5† Form of Amendment to Restricted Stock Award Agreements (incorporrr ated by reference to Exhibit 10.31 to the
Company’s Quarterly Report on Form 10-Q fileff d on May 9, 2025)

10.6† Form of Stock Award Agreement (Non-employee directors, as of June 2025) (incorporrr ated by reference to
Exhibit 10.32 to the Company’s Quarterly Report on Form 10-Q fileff d on August 8, 2025)

10.7† Employment Agreement dated January 1, 2024 between Heritage Insurance Holdings, Inc., and Kirk Lusk
(incorporrr ated by reference to Exhibit 10.2 to the Company's Form 8-K filed on January 11, 2024)

10.8† Employee Agreement dated January 1, 2024 between Heritage Insurance Holdings, Inc. and Sharon Binnun
(incorporrr ated by reference to Exhibit 10.4 to the Company's Form 8-K filed on January 11, 2024)

10.9† Employment Agreement dated April 2, 2018 between Zephyr Insurance Company, Inc., and Tim Johns
(incorporrr ated by reference to Exhibit 10.21 to the Company's Form 10-Q fileff d on May 7, 2021)

10.10† Employment Agreement dated January 1, 2024 between Heritage Insurance Holdings, Inc., and Ernie Garateix
(incorporrr ated by reference to Exhibit 10.1 to the Company's Form 8-K filed on January 11, 2024)

10.11† Employment Agreement dated January 1, 2024 between Heritage Insurance Holdings, Inc., and Tim Moura
(incorporrr ated by reference to Exhibit 10.3 to the Company's Form 8-K filed on January 11, 2024)

19.1 Heritage Insurance Holdings, Inc. Insider Trading Policy (incorporated by reference to Exhibit 19.1 to the
Company’s Annual Report on Form 10-K fileff d on March 13, 2025)

21* Subsu idiaries of the Registrant

23.1* Consent of Plante Moran, PLLC

31.1* Rule 13a-14(a)/15d-14(a) Certificff ation of Principal Executive Officer, as adopted pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002

31.2* Rule 13a-14(a)/15d-14(a) Certificff ation of Principal Financial Officer, as adopted pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002

32.1** Certificff ation of Chief Executive Officer and Chief Financial Officff er pursuant to 18 U.SC. Section 1350, as
adopted pursuant to Section 906 of the Sarbar nes-Oxley Act of 2002

97.1 Heritage Insurance Holdings, Inc. Executive Officers Clawback Policy (incorporated by reference to Exhibit 97.1
to the Company's Annual Report on Form 10-K fileff d on March 13, 2024)

101.INS Inline XBRL Instance Document – the instance document does not appear in the Interactive Data File because
XBRL tags are embedded within the Inline XBRL document.
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101.SCH Inline XBRL Taxonomy Extension Schema With Embedded Linkbase Documents

104 The cover page froff m the Company’s Annual Report on Form 10-K forff the fisff cal year ended December 31, 2025,
formatted in Inline XBRL (included in Exhibit 101)

* Filed herewith
** Furnished herewith
† Management contract or compensatory prr lan or arrangement

Item 16. FORM 10-K SUMMARY

None
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duldd y authorized.

HERITAGE INSURANCE HOLDINGS, INC. (Registrant)

Date: March 12, 2026 By: /s/ ERNERR STO GARATRR EIX
Chief Executive Officer
(on behalf of the Registrant and as Principal Executive
Offiff cer)

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the folff lowing
persons on behalf of the registrant and in the capacities and on the dates indicated.

Signature Title Date

/s/ RICHARD WIDDICOMBE
Richard Widdicombe Chairman March 12, 2026

/s/ ERNESTO GARATRR EIX
Ernesto Garateix Chief Executive Officff er

(Principal Executive Officer)
March 12, 2026

/s/ KIRK LUSK
Kirk Lusk Chief Financial Offiff cer/Trr reasurer

(Principal Financial Officer and Principal Accounting Officer)
March 12, 2026

/s/ PANAGIOTIS APOSTOLOU
Panagiotis Apostolou Director March 12, 2026

/s/ IRINI BARLAS
Irini Barlas Director March 12, 2026

/s/ JOSEPH VATTAMATTAM
Joseph Vattamattam Director March 12, 2026

/s/ PAUL WHITING
Paul Whiting Director March 12, 2026
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SCHEDULE II – CONDENSED FINANCIAL INFORMATION OF REGISTRANTRR

Condensed Balance Sheet

The folff lowing summarizes the majoa r categories of Heritage Insurance Holdings, Inc.’s finff ancial statements (in
thousands):

As of December 31,
2025 2024

(in tii hott usands)s
ASSETS
Cash and cash equivalents $ 5,220 $ 2,505
Investment in and advances to subsu idiaries 593,914 427,959
Other assets 2,155 1,356
Total Assets $ 601,290 $ 431,821
LIABILITIES
Other liabia lities $ 96,039 $ 141,021
Total Liabilities $ 96,039 $ 141,021
STOCKHOLDERS' EQUITY
Common stock $ 3 $ 3
Paid-in-capital 365,736 362,644
Treasury (rr 133,183) (130,900)
Accumulated other comprehensive income (10,555) (28,604)
Retained earnings 283,250 87,656
Total Stockholders' Equity $ 505,251 $ 290,799
Total Liabilities and Stockholders' Equity $ 601,290 $ 431,821
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Condensed Statement of Operations

For the Years Ended December 31,
2025 2024 2023

(In tII hott usands, es xcee ept share and per share amounts)s
Revenue:
Other revenue $ 21,534 $ 21,011 $ 17,208
Total revenue 21,534 21,011 17,208

Expenses:
General and administrative expense 11,987 10,714 1,841
Amortization of debt issuance cost 363 856 469
Interest expense, net 7,609 9,292 10,238

Total expenses $ 19,959 $ 20,862 $ 12,548
Income before income taxes and equity in net income of subsidiaries 1,575 149 4,660
Income tax expense 1,091 270 1,905

Income (loss) before equity in net income of subsidiaries 484 (121) 2,755
Equity in net income of subsidiaries 195,110 61,661 42,552
Consolidated net income $ 195,594 $ 61,540 $ 45,307

See notes to condensed financial statements.tt
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SCHEDULE II – CONDENSED FINANCIAL INFORMATION OF REGISTRANTRR

Condensed Statement of Cash Flows

For the Years Ended December 31,
Cash flows froff m operating activities: 2025 2024 2023

(in tii hott usands)s
Net income (loss) $ 484 $ (121) $ 2,754
Adjud stments to reconcile net loss to net cash provided by (used in) operating
activities:
Stock-based compensation 5,388 3,254 1,362
Amortization of debt issuance cost 363 857 469
Impairment on other investments — 483 —
Deferred income taxes (1,695) (107) 39
Changes in operating assets and liabia lities
Prepaid (928) (295) 137
Income taxes payable (13,738) 8,389 9,415
Accruer d interest on debt (117) (173) (425)
Other assets 130 134 2,572
Debt issuance costs (2,204) — —
Dividends payabla e — (54) (19)
Other liabia lities (539) 19 (588)
Net cash (used in) provided by operating activities $ (12,856) $ 12,386 $ 15,716
Investing Activities:
Dividends received froff m subsidiaries 45,400 55,609 33,900
Investments and advances to subsu idiaries 1,803 (81,607) (38,475)
Net cash provided by (used in) investing activities 47,203 (81,607) (38,475)
Financing Activities:
Mortgage loan payments (10,787) (270) (180)
Payment on 7% loan (10,204) — —
Issuance of common stock, net — (3) 24,666
Repayment of long-term debt (6,063) (9,500) (9,500)
Shares tendered for income tax withholdings (2,296) (971) (429)
Purchase of treasury srr tock (2,282) — —
Dividends forfeited — 54 —
Net cash (used in) provided by finff ancing activities (31,632) 44,919 48,457
Increase (decrease) in cash and cash equivalents 2,715 (24,302) 25,698
Cash and cash equivalents, beginning of period 2,505 26,807 1,109
Cash and cash equivalents, end of year $ 5,220 $ 2,505 $ 26,807

See notes to condensed financial statements.tt
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SCHEDULE II – CONDENSED FINANCIAL INFORMATION OF REGISTRANTRR

Notes to Condensed Financial Statements

(1) Organization and Basis of Presentation

Heritage Insurance Holdings, Inc., (“we”, “our”, “us” and “Heritage”), established in 2012 and incorporrr ated in the state
of Delaware in 2014, is a property and casualty insurance holding company that provides personal and commercial residential
property insurance. We are headquartered in Tampa, Florida and, through our insurance company subsu idiaries, Heritage Property
& Casualty Insurance Company (“Heritage P&C”), Narragansett Bay Insurance Company (“NBIC”) and Zephyr Insurance
Company (“Zephyr”), we write personal residential property insurance in the states of Alabaa ma, Califorff nia, Connecticut,
Delaware, Florida, Georgia, Hawaii, Maryland, Massachusetts, Mississippi, New Jersey, New York, North Carolina, Rhode
Island, South Carolina, and Virginia. We also provide commercial residential insurance for properties in Florida, New Jersey,
and New York and are also licensed in the state of Pennsylvania, but have not written business in that state. In order to limit our
potential exposure to catastrophic events, we purchase significant reinsurance from third party reinsurers and may sponsor
catastrophe bonds issued by Citrusrr Re Ltd.

The accompanying condensed financial statements included the activity of Heritage and the equity basis of its
consolidated subsu idiaries. Accordingly, these condensed financial statements have been presented forff the parent company only.
These condensed financial statements should be read in conjunction with the consolidated financial statements and related notes
of Heritage Insurance and subsu idiaries set forff th in Part II, Item 8 Financial Statements and Supplemental Data of this Annual
Report.

In applying the equity method to our consolidated subsu idiaries, we record the investment at cost and subsequently adjud st
for additional capital contributions, distributions and proportionate share of earnings or losses.

SCHEDULE V – VALUATION ALLOWANCES AND QUALIFYING ACCOUNTS

The folff lowing tabla e summarizes activity in the Company’s allowance forff doubtful accounts forff the year ended
December 31, 2025 and 2024.

Description
Beginning
balance

Charges in
earnings

Charges to
other accounts Deductions Ending balance
(in thousands)

Year ended December 31, 2025
Allowance forff doubtful accounts $ 1,359 180 210 — $ 1,749

Year ended December 31, 2024
Allowance forff doubtful accounts $ 1,307 190 (138) — $ 1,359
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SCHEDULE VI – SUPPLEMENTAL INFORMATION CONCERNING CONSOLIDATED PROPERTY AND
CASUALTY INSURANCE OPERATRR IONS

The folff lowing tabla e provides certain information related to the Company’s property and casualty operations as of, aff nd
for the periods presented (in thousands):

As of
December 31, For the Year Ended December 31,

Year

Reserves for
Unpaid Losses
and LAE

Incurred
Losses and
LAE Current

Year

Incurred
Losses and
LAE Prior
Years

Paid losses
and LAE

Net
Investment
Income

(in thousands)
2025 $ 579,477 $ 326,700 $ (13,454) $ 370,171 $ 37,156
2024 $ 1,042,687 $ 421,633 $ 25,415 $ 504,171 $ 36,631
2023 $ 845,955 $ 427,702 $ (1,573) $ 374,097 $ 25,756

As of
December 31, For the Year Ended December 31,

Year

Deferred
Policy

Acquisition
Costs

("DPAC")
Amortization
of DPAC, Net

Net Premiums
Written

Net Premiums
Earned

Unearned
Premiums

(in thousands)
2025 $ 64,544 $ 227,454 $ 802,164 $ 794,157 $ 707,923
2024 $ 63,204 $ 235,058 $ 779,115 $ 767,860 $ 702,707
2023 $ 102,884 $ 213,028 $ 729,362 $ 697,185 $ 675,921




