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Item 8.01

Other Events

On May 1, 2018, we hosted an earnings conference call during which our chief executive officer and our chief financial officer discussed our results for the three
months ended March 31, 2018. In response to a question about merger and acquisition activity, our chief executive officer, Paresh Patel, discussed certain
written correspondence between the company and Federated National Holding Company. Copies of that correspondence appear as exhibits to this Form 8-K.
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Exhibit 99.1

December 21, 2017
CONFIDENTIAL
Federated National Holding Company
14050 N.W. 14th Street, Suite 180
Sunrise, Florida 33323
Attention:
Bruce Simberg, Chairman of the Board
Michael H. Braun, Chief Executive
Officer and Director
Gentlemen:
Please accept this letter as a preliminary, non-binding indication of interest in exploring a merger of HCI Group, Inc. and Federated National Holding
Company. We believe such a combination would create the premier Florida-based insurance company mutually benefiting the companies, their shareholders
and their employees.
Based on our review of Federated National’s publicly available information, HCI is prepared to offer as merger consideration one-half share of HCI
common stock for each outstanding share of Federated National common stock. If the consideration value at closing is less than $16.50 per Federated common
share, then HCI will make up the difference with cash consideration. In summary your shareholders would receive value of at least $16.50 per share, with
participation in any appreciation of HCI stock before closing and any upside that results from the merger.
The $16.50 minimum offer represents a 19% premium to the 30-day moving average price of Federated’s shares. Further, each half share of HCI common
stock currently yields a 70 cents annual dividend, more than double the 32 cents per share dividend currently paid by Federated National.
Our proposed offer would contain no financing contingency. We are prepared to make the merger our highest priority and to dedicate all the resources
necessary to complete the transaction expeditiously.
Because of the considerable expense we will incur in our due diligence review and the time, effort and resources required to confirm our proposed offer
and negotiate a definitive agreement, we request that Federated National enter into a separate exclusivity agreement granting HCI a 60-day period to complete
its due diligence review and negotiate the definitive agreement. We are prepared to send you a form of exclusivity agreement for your consideration.
HCI Group, Inc.
5300 W. Cypress Street, Suite 100
Tampa, FL 33607
(813) 849-9500
www.hcigroup.com
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We request also that this letter and its contents be kept confidential. Disclosure of this matter without HCI’s prior written consent will cause an immediate
termination of our exploratory efforts.
Please respond to this preliminary proposal on or before January 5, 2018. We hope your response will be positive.
There is much to consider, including the appropriate structure of the combination to minimize tax consequences and accommodate regulatory and other
considerations. We look forward to discussing this letter with you. Please do not hesitate to contact us at any time should you have any questions. Thank you for
your consideration.
Very truly yours,
/s/ Paresh Patel
Paresh Patel
Chairman of the Board
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January 5, 2018
CONFIDENTIAL
VIA EMAIL TO pspatel@hcpci.com
Paresh Patel
Chairman of the Board
HCI Group, Inc.
5300 W. Cypress Street, Suite 100
Tampa, FL 33607
Dear Mr. Patel:
The Board of Directors of Federated National Holding Company (the “Company”) has carefully considered the proposal in your December 21, 2017 letter
and has determined that your proposal is not in the best interests of the Company’s shareholders. Therefore, the Board declines to discuss it further.
Sincerely,
/s/ Bruce F. Simberg
Bruce F. Simberg
Chairman of the Board
/s/ Michael H. Braun
Michael H. Braun
Chief Executive Officer, President and Director
Federated National Holding Company
14050 N.W. 14 Street, Suite 180 | Sunrise, Florida 33323 | Phone: (800) 293-2532 | Fax: (954) 316-9201
FedNat.com
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April 18, 2018
CONFIDENTIAL
Transmitted via E-mail to Bruce Simberg (bsimberg@conroysimberg.com) and Michael Braun (mbraun@fednat.com)
Mr. Bruce F. Simberg, Chairman of the Board
Mr. Michael H. Braun, Chief Executive Officer and Director
Federated National Holding Company
14050 N.W. 14th Street, Suite 180
Sunrise, Florida 33323
Dear Bruce and Mike:
I am writing to express our continued interest in exploring a merger between HCI Group, Inc. and Federated National Holding Company.
In the merger proposal delivered to you on December 21, 2017, we suggested as merger consideration one-half HCI share for each Federated National
share outstanding, with a floor to ensure that each Federated National shareholder received not less than $16.50 in value per share. We were disappointed to
receive your letter dated January 5, 2018, in which you declined to discuss the matter further. Since the time of our original proposal, HCI’s shares have
appreciated 39%, compared with a 7% increase in Federated National’s share price.
Despite the change in the relative value of the two stocks, HCI is again prepared to propose as merger consideration one-half share of HCI common stock
for each share outstanding of Federated National common stock, implying an offer price per share of $20.52 (based on yesterday’s closing share price for HCI of
$41.03). This represents a 25% premium over Federated National’s latest 30-day moving average closing price. We are also prepared to increase the floor price
from $16.50 to $18.00 per share (ensuring that Federated National shareholders receive no less than $18.00 per share in value at closing), but still enable
Federated National shareholders to participate fully in any additional price appreciation of HCI’s shares before closing. Additionally, Federated National
shareholders would see their annual cash dividends increase by 134%, as each one-half share of HCI common stock currently yields a 75 cents annual
dividend, compared with Federated National’s current annual dividend of 32 cents per share.
HCI Group, Inc.
5300 W. Cypress Street, Suite 100
Tampa, FL 33607
(813) 849-9500
www.hcigroup.com

We believe the proposed merger would create the premier, Florida-based homeowners insurance company. The combined company would benefit from
among other things:
•

Synergies and efficiencies from the integration of Federated National’s marketing platform with HCI’s technology and operating platforms;

•

Reinsurance cost savings;

•

A strong balance sheet and surplus, as a platform for future growth;

•

Higher dividends per share for the current shareholders of Federated National;

•

Accretive book value per share and earnings per share; and,

•

Increased liquidity and share value, resulting from a larger market capitalization.

Our proposal contains no financing contingency. As with our December 21 st proposal, this offer is a preliminary, non-binding indication of interest in
exploring a merger transaction and is subject to, among other things, the satisfactory completion of due diligence, the execution of a definitive agreement,
regulatory approval and the approval of shareholders of both HCI and Federated National. Also, please note that, while we believe that a stock-for-stock
transaction represents the most attractive structural alternative for Federated National shareholders, we are willing to consider other alternatives with a mix of
stock and cash, if you believe that would be preferable.
We have attached a summary presentation, which outlines our current proposal as well as its benefits to the shareholders of both companies. We believe
the proposed merger is extremely attractive, based on all relevant financial and operating metrics, and should result in significant value creation for the
shareholders of the combined company. In short, our proposal represents a unique opportunity, and we are convinced that your shareholders would agree.
HCI’s Board of Directors is fully supportive of this merger transaction, and we are prepared to make the merger our highest priority and dedicate all of the
resources necessary to consummate the transaction expeditiously. We and our advisors are available to meet to discuss the terms of our proposal, conduct
confirmatory due diligence and ultimately negotiate a definitive agreement as soon as possible. It is our strong preference to work together with Federated
National’s Board of Directors and management team to reach a mutually-beneficial transaction. In fact, we envision each of you playing key roles in the combined
company, as Vice Chairman of the Board and President of Insurance Operations and Director, respectively, and would expect you to continue to operate your
facilities in Sunrise.
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Because of the considerable expense that we will incur in our due diligence review and the time, effort and resources required to confirm our proposed
offer and negotiate a definitive agreement, we request that Federated National enter into a separate exclusivity agreement with HCI, granting us a 60-day period
to complete our due diligence review and negotiate a definitive agreement. We are prepared to send you a form of exclusivity agreement for your consideration.
We request that you kindly respond to this preliminary merger proposal on or before April 30, 2018. We hope that you will agree with us that a meaningful
discussion about our proposal should be had and look forward to engaging in a productive dialogue with you.
Please do not hesitate to contact me at any time, should you have any questions. I can be reached at (813) 405-3612. Thank you for your consideration.
Very truly yours,
/s/ Paresh Patel
Paresh Patel
Chairman of the Board and
Chief Executive Officer
Page 3
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STRICTLY CONFIDENTIAL –
Summary Presentation for
Federated National’s Board of Directors
April 18, 2018
01

Important Cautions Regarding Forward- STRICTLY CONFIDENTIAL Looking Statements TM NYSE:HCI STRICTLY CONFIDENTIAL This presentation includes
forward-looking
certain
statements and information, including statements regarding plans, strategies and expectations of HCI Group, Inc. (“HCI” or the “Company”). When used in this presentation, words such as “believes,” “anticipates,” “expects” and “estimates,” or words of similar meaning, are generally intended
forward-looking
to identify statements. All statements other than statements of historical fact included in this presentation
forward-looking
are
statements. Theseforward-looking statements are subject to risks, uncertainties, assumptions and other factors, many of which are beyond the control of the Company. Important factors that could cause actual results to differ materially from those expressed
forward-looking
or impliedstatements
by the
are described in the Company’s filings that it makes from time to time with the Securities and Exchange Commission, including within the “Risk Factors” section of the Company’s Annual
10-KReport
for theon
year
Form
ended December 31, 2017 filed on March 7, 2018. © 2018 HCI Group, Inc. All Rights Reserved 02

HCI’s Proposal for HCI/Federated National STRICTLY CONFIDENTIAL Combination TM NYSE:HCI STRICTLY CONFIDENTIAL HCI proposes to merge with Federated National
all-stock
in transaction
an
that offers an implied market premium of [20]% to Federated National’s shareholders. Additionally, our proposal provides immediate upside value to Federated National’s shareholders in the form of an annual dividend of $0.75 per share, which is more than double their current annual dividend of $0.32 per share Federated National shareholders to receive 0.5 HCI shares for each share of Federated National If merger consideration value is less than $18.00 per Federated National share at transaction closing, HCI to make up difference in cash Implied offer price of $[19.55] per share represents total consideration30-day
of $[257]
moving
million
average
(1)(2) [20]%
price of
premium
$[16.25],
toas
Federated
of [4/12/18]
National’s
(1) [20]% premium to Federated National’s MRQ book value of $16.29 (1) Federated National shareholders would more than double their current annual dividend ($0.32), based on their pro forma share ($0.75) of HCI’s current annual dividend ($1.50) HCI to issue approximately [6.6] million shares to Federated National shareholders at transaction closing (2) Federated National shareholders to own approximately [41]% of pro forma company (3) HCI will expand its Board of Directors by two Directors recommended by Federated National (chosen from its existing Board of Directors) Proposal not conditioned on financing Subject to Federated National and HCI shareholder approvals, regulatory
approvals and other customary closing conditions Expected to close in Q4 2018 Consideration Offer Premium & Dividend Increase (1) Pro Forma Ownership & Directors Financing, Approvals & Closing Notes: (1) Based on share price of $[39.09] for HCI, as of [4/12/18] (2) For 100% of common shares outstanding, based on 13.1 million shares outstanding for Federated National, as of 4/2/18, and assuming exchange ratio of 0.5x (3) Based on 9.5 million shares outstanding for HCI (from Form 10-K filed 3/7/18), as of 2/27/18, and 13.1 million shares outstanding for Federated National (from Schedule 14A filed 4/13/18), as of 4/2/18, assuming exchange ratio of 0.5x 2 03

A Highly Compelling Offer for Federated STRICTLY CONFIDENTIAL National Shareholders TM
NYSE:HCI
STRICTLY CONFIDENTIAL
Offer price of $[19.55] per share with valuation floor provides market premium certainty to Federated National shareholders and significant upside in combined company Transaction expected to be highly accretive to EPS (~15%) in first full year of operations (2019), which could be a positive catalyst for HCI’s share price post-transaction
Federated National shareholders’ annual dividend expected to increase from current $0.32 per share to $0.75 per share (1)
Pro forma market cap in excess of $[625] million, resulting in improved share liquidity (2) Pro forma institutional ownership of [74]%, compared to Federated National’s [70]% today (3) With expected coverage from five Wall Street research analysts, compared to three today for Federated National, combined company is well-positioned to garner greater institutional investor interest
Shareholders to gain from broad expertise of HCI, which has demonstrated consistent profitability in 40 of 41 quarters and which has also demonstrated
best-in-classmargins (4) – HCI would integrate Federated National’s insurance businesses into its proprietary technology platform, which has enabled HCI to operate with industry-leading combined ratio HCI’s consistent dividend payments, including 29 consecutive quarters of dividends, should give Federated National shareholders confidence in future dividend payments
Combined management team with extensive experience in Florida insurance market – HCI Chairman and CEO will continue in his current position – As proposed by HCI, current Federated National CEO to become President of HCI and lead its insurance
subsidiaries – Deep bench of senior management executives to lead other subsidiaries, including real estate and technology
Notes: (1) Represents dividend attributable to Federated National shareholders, based on HCI current dividend of $1.50 per share and exchange ratio of 0.5x (2) Based on 9.5 million shares outstanding10-K
for HCI
filed(from
3/7/18),
Form
as of 2/27/18, and 13.1 million shares outstanding for Federated National (from Schedule 14A filed 4/13/18), as of 4/2/18, assuming exchange ratio of 0.5x (3) Source: SNL Financial, as of [4/9/18]. Institutional ownership based on 9.5 million shares outstanding for HCI and 13.1 million shares outstanding for Federated National (4) As compared to public peer companies: Federated National Holding Company (FNHC); Heritage Insurance Holdings, Inc. (HRTG); United Insurance Holdings Corp. (UIHC); and, Universal Insurance Holdings, Inc. (UVE) 04

Strength of Combined Management Team
TM NYSE:HCI STRICTLY CONFIDENTIAL
Together, HCI and Federated National will have among the most experienced teams in the industry. Federated National executives will play key roles in the combined company’s operations Strengthened Organization

Bruce Simberg

Paresh Patel Vice Chairman

Chairman & CEO Michael Braun President & Director Insurance Insurance Real Estate

Technology Subsidiaries Subsidiaries HCI

Federated National 05

Combined Company Metrics STRICTLY CONFIDENTIAL TM NYSE:HCI
Pro Forma Book Value per Share (12/31/17) $35.00
60.00 $

50.00 $46.44 $

(1) $29.35 $30.00
40.89 $

40.00 $

$25.00

30.00 $

$22.14 $20.00

$

70.00 $63.02 (2) $

–

HCI Federated NationalPro Forma Combined Pro Forma Earnings per Share (CY2018E) $

20.00 $

$16.29 $15.00

$10.00

$5.00

–

HCI

Federated National Pro Forma Combined Pro Forma Gross Premiums Earned per Share (CY2017A)

10.00
4.50 $3.99 $

4.00 $3.75 $

3.50 $

3.00 $

2.50 $2.20 $

2.00 $

1.50 $

1.00 $

0.50 HCI (3) Federated National (3)Pro Forma(3) Combined Pro Forma Dividends per Share (CY2018E) (4) $

1.60 $1.50$1.50 (5) $

1.40 $

1.20 $

1.00 $

0.80 $

0.60 $0.75 (6) $

0.40 $0.32 $

0.20 –

HCI Federated NationalPro Forma Combined Source: Federated National and HCI SEC filings Notes: Figures
year-end
as of 2017, unless otherwise noted
(1)

Pro Forma

Combined shown for illustrative purposes only and based on purchase price of $[19.55], assuming exchange ratio of 0.5x (2)

Pro Forma Combined shown for illustrative purposes only and based on combined gross premiums earned of $961.4 million for HCI and Federated National, assuming exchange ratio of 0.5x (3)

Source: S&P Global consensus estimates, as of 4/12/18. Pro Forma Combined gives full year effect, as if transaction closed on 1/1/18, and assumes combined 2018E normalized net income of $70.3 million for HCI and Federated National, assuming pro forma average diluted shares outstanding of 17.5 million, as of 12/31/18E (based on exchange ratio of 0.5x) (4)

Based on most recently announced quarterly dividend, annualized (5)

Pro Forma Combined assumes current HCI annual dividend of $1.50 per share (6)

Represents dividend attributable to Federated National shareholders, based on exchange ratio of 0.5x 06

Combination Results in #2 Publicly-Traded Florida P&C Insurer STRICTLY CONFIDENTIAL TM
NYSE:HCI Annualized Gross Premiums Written in Florida (Q4 2017) (1) $935 $814 $534
HRTG

UIHC HCI + FederatedUVE National Total Assets (12/31/17) (2)

$2,060 $1,771

$537
$1,789 (3) $1,455

UVE

HRTG HCI + FederatedUIHC National Total Equity (12/31/17) (2)

$537 $440

$448 (4) $380

HRTG

UVE HCI + FederatedUIHC National Notes: $ in millions (1) Source: Florida Office of Insurance Regulation, as of 12/31/17. Annualized Gross Premiums Written in Florida includes personal and commercial residential policies only (2) Source: SEC filings, unless otherwise noted (3) Pro Forma Combined includes goodwill created in merger transaction of $[42.2] million, based on total purchase price of $[254.1] million (assuming 13.0 million shares outstanding for Federated National, as of 12/31/17) (4) Pro Forma Combined based on total purchase price of $[254.1] million (assuming 13.0 million shares outstanding for Federated National, as of 12/31/17) 07

Potential for Increased Earnings and Stock Upside STRICTLY CONFIDENTIAL TM NYSE:HCI The pro forma combined company could generate 2020E earnings well in excess of those shown on slide 5 The tables below show potential share prices for HCI, based on a range of estimates for pro forma earnings per share in 2020 and historical trading ranges for HCI, as well as the corresponding implied premium to the current Federated National share price, based on the 0.5x exchange ratio PF 2020E EPS Estimated Range: $5.25 - $6.25 Implied HCI Share Price Estimated Forward P/E Multiple 9.0x10.0x11.0x $5.25 $47.25$52.50$57.75 Forma

2020E EPS $5.75$51.75$57.50$63.25 Pro

$6.25$56.25$62.50$68.75 Implied Premium to Current Federated National Share Price (Based on 0.5x Exchange Ratio) Estimated Forward P/E Multiple 9.0x 10.0x11.0x $5.25

41.4% 57.1%72.8% Forma

2020E EPS $5.75 54.8%72.1%89.3% Pro

$6.25 68.3%87.0%105.7% Note: Pro forma metrics based on HCI management estimates 08

Key Benefits for Federated National Shareholders STRICTLY CONFIDENTIAL TM NYSE:HCI Creation of premier, Florida-based homeowners insurance company — with #2 market 1 position among publicly-traded peers (based on premiums written, assets and equity) Improved operating margins with integration of Federated National’s marketing platform 2 and HCI’s technology and operational platforms 3 Reinsurance cost savings 4 Strong balance sheet and surplus position to accommodate future growth 5 Higher book value per share, earnings per share and share price 6 Higher dividends per share for the current shareholders of Federated
pro-forma
National
market
7 Higher
cap in
share
excess
liquidity,
of $[625]
based
million
on 09

HCI TM
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April 30, 2018
CONFIDENTIAL
VIA EMAIL TO pspatel@hcpci.com
Paresh Patel
Chairman of the Board
HCI Group, Inc.
5300 W. Cypress Street, Suite 100
Tampa, FL 33607
Dear Mr. Patel:
The Board, in conjunction with its financial and legal advisors, has reviewed in detail, and has discussed, the offer set forth in your April 18th letter and
accompanying presentation. After thorough consideration of the terms and conditions of your offer, the Board has concluded that the offer set forth in your most
recent letter is not in the best interests of Federated National’s shareholders. Therefore, the Board is declining your offer. The Board is confident of our
management’s ability to provide significant short-term and long-term value to our shareholders.
Sincerely,
/s/ Bruce F. Simberg
Bruce F. Simberg
Chairman of the Board
/s/ Michael H. Braun
Michael H. Braun
Chief Executive Officer, President and Director
Federated National Holding Company
14050 N.W. 14 Street, Suite 180 | Sunrise, Florida 33323 | Phone: (800) 293-2532 | Fax: (954) 316-9201
FedNat.com

