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ORDERED in the Southern District of Florida on January 26, 2023.

RL.D. Roacen

Peter D. Russin, Judge
United States Bankruptcy Court

UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF FLORIDA
FT. LAUDERDALE DIVISION
www.flsb.uscourts.qgov

In re: Case No.: 22-19451-PDR

FedNat Holding Company, et al’. Chapter 11
(Joint Administration Requested)

Debtors.

FINAL TRADING ORDER ESTABLISHING NOTIFICATION PROCEDURES AND
APPROVING RESTRICTIONS ON CERTAIN TRANSFERS OF
INTERESTS IN THE DEBTORS’ ESTATES

THIS MATTER came before the Court on January 25, 2023 at 1:30 p.m., in Fort
Lauderdale, Florida, upon the motion (the “Motion”),? of the debtors and debtors in possession in
the above-captioned Chapter 11 Cases (collectively, the “Debtors”), pursuant to sections 105(a)

and 362 of title 11 of the United States Code (the “Bankruptcy Code”), for an order to approve

! The Debtors in these Chapter 11 Cases are FedNat Holding Company; FedNat Underwriters, Inc.; ClaimCor, LLC;
Century Risk Insurance Services, Inc.; and Insure-Link, Inc. The Debtors’ headquarters are located at 14050 N.W.
14" Street, Suite 180, Sunrise, Florida.

2 Capitalized terms not otherwise herein defined shall have the meanings ascribed to such terms in the Motion.
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notification procedures and restrictions on certain transfers of equity as more fully described in the
Motion; and the Court having jurisdiction over this matter pursuant to 28 U.S.C. 88 157 and 1334;
and the Court having found that this is a core proceeding pursuant to 28 U.S.C. § 157(b)(2); and
the Court having found that venue of these Chapter 11 Cases and the Motion in this district is
proper pursuant to 28 U.S.C. 8§ 1408 and 1409; and it appearing that this matter is a core
proceeding pursuant to 28 U.S.C. § 157(b); and this Court having found that it may enter a final
order consistent with Article 111 of the United States Constitution; and due and proper notice of the
Motion having been given to the Notice Parties as provided in the Motion, and such notice having
been adequate and appropriate under the circumstances; and it appearing that no other or further
notice need be provided other than as provided herein; and the Court having found and determined
that FNHC’s net operating loss carryforwards (“NOLSs”) and certain other tax attributes (together

with the NOLs, the “Tax Attributes™) are property of FNHC’s estate and are protected by section

362(a) of the Bankruptcy Code; and the Court having found and determined that unrestricted
trading in equity interests in FNHC before its emergence from chapter 11 could severely limit
FNHC’s ability to use the Tax Attributes for purposes of the Internal Revenue Code of 1986, as
amended (the “Tax Code”), as set forth in the Motion; and the Court having found and determined
that the Procedures (as hereinafter defined) are necessary and proper to preserve the Tax Attributes
and are therefore in the best interests of Debtors, their estates, and their creditors; and the Court
having found and determined that the relief requested in the Motion is authorized under sections
105(a) and 362 of the Bankruptcy Code; and the Court having previously entered the Interim Order
on December 20, 2022; and this Court having determined that the relief sought in the Motion is in
the best interests of Debtors, their creditors, and all parties in interest; and this Court having

determined that the legal and factual bases set forth in the Motion establish just cause for the relief
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granted herein; and upon all of the proceedings had before this Court and after due deliberation
and sufficient cause appearing therefor, it is
ORDERED that the Motion is granted on a final basis as set forth herein; and it is further
ORDERED that effective as of the Petition Date the following procedures and restrictions
are imposed and approved:

1. Notice of Substantial Equityholder Status. Any Person who is or becomes a Tax

Owner as of the Petition Date of at least 840,522 shares of Stock, which represent approximately

4.75 percent of the issued and outstanding Stock (a “Substantial Equityholder”), must, on or

before the later of: (a) 15 days after the Court’s entry of this Order or (b) 10 days after that Person
becomes a Substantial Equityholder, serve on Debtors, the attorneys for Debtors and the attorneys

for the Official Committee of Unsecured Creditors a notice (the “Substantial Equityholder

Notice™) containing the Tax Ownership information substantially in the form of Exhibit 1 annexed
to Exhibit B to the Motion.

2. Restrictions and Procedures for Trading in Stock. Any Person that, after the Petition

Date,

I. is not a Substantial Equityholder and wishes to purchase or otherwise
acquire Tax Ownership of an amount of Stock that would cause the Person
to become a Substantial Equityholder;

ii. is a Substantial Equityholder and wishes to purchase or otherwise acquire
Tax Ownership of any additional Stock; or

ii. is a Substantial Equityholder and wishes to sell or otherwise dispose of Tax
Ownership of any Stock,

must, prior to the consummation of any such transaction, file with the Court (at the holder’s
election, in a redacted form that does not include such holder’s taxpayer identification number and

the aggregate principal amount of Stock that such holder beneficially owns), and serve on the
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Debtors, the attorneys for Debtors and the attorneys for the Official Committee of Unsecured

Creditors an unredacted notice in the form attached as Exhibit 2 to Exhibit B to the Motion, in

the case of a proposed acquisition of Stock, or Exhibit 3 to Exhibit B to the Motion, in the case

of a proposed disposition of Stock, including the case of a 50 percent shareholder who intends to

claim a worthlessness deduction with respect to such Stock (either such notice, a “Proposed Stock

Transaction Notice”). The Debtors shall consult with counsel to the Official Committee of

Unsecured Creditors prior to responding to any Proposed Stock Transaction Notice. If written
approval of the proposed transaction is filed with the Court by Debtors within 15 calendar days
following the receipt of a Proposed Stock Transaction Notice, then the transaction may proceed.
If written approval of the proposed transaction is not filed by Debtors with the Court within such
period, then the transaction may not be consummated unless approved by a final and non-
appealable order of the Court. Further transactions within the scope of this Section 2 must be the
subject of additional notices as set forth herein with additional waiting periods.

3. Confidentiality. The Debtors, their counsel, and counsel to the Official Committee

of Unsecured Creditors shall keep all information provided in all notices delivered pursuant to this
Order strictly confidential and shall not disclose the contents thereof to any person (including any
member of the Official Committee of Unsecured Creditors), except (i) to the extent necessary to
respond to a petition or objection filed with the Court, (ii) to the extent otherwise required by law
or (iii) to the extent that the information contained therein is already public; provided, however, that
Debtors may disclose the contents thereof to their professional financial advisers, who shall keep
all such notices strictly confidential and shall not disclose the contents thereof to any other person

subject to further Court order. To the extent confidential information is necessary to respond to a
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petition or objection filed with the Court, such confidential information shall be filed under seal
or in redacted form.

4. Sanctions for Noncompliance. Acquisitions and dispositions of Tax Ownership of

Stock in violation of the restrictions and procedures set forth in Section 2 shall be void ab initio,
and the sanction for violating Section 2 shall be reversal of the noncompliant transaction or such
other (or additional) measures as the Court may consider appropriate.

5. Discretionary Waiver by Debtors. The Debtors, with the consent of the Official

Committee of Unsecured Creditors or pursuant to an order of the Court, may waive any sanctions,
remedies or notification procedures imposed by this Order; provided, however, that any such
waiver shall be filed with the Court.

6. Notice Procedures. Within three business days of the entry of this Order, the

Debtors shall (i) submit a publication notice of the entry of this Order (substantially in the form
attached as Exhibit C to the Motion) for posting within the New York Times; (ii) post such notice
together with a copy of this Order on Debtors’ case information website

(https://cases.stretto.com/FedNat); and (iii) serve a notice of the entry of this Order (substantially

in the form attached as Exhibit B to the Motion) on (1) the Office of the United States Trustee for
the Southern District of Florida; (2) any identified equity holder of FNHC; (3) the Official
Committee of Unsecured Creditors; (4) the Internal Revenue Service; and (5) the Office of the
United States Attorney for the Southern District of Florida. Upon receipt of such notice, counsel
to the Official Committee of Unsecured Creditors shall send such notice to their respective
committee members.

Upon receipt of such notice of this Order, any Agent of the Stock will be required, within

five (5) business days of receipt of such notice and on at least a quarterly basis thereafter, to send
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the notice of this Order to all beneficial holders of the Stock on whose behalf such Agent holds the
Stock. To the extent such beneficial holder is also an Agent, such Agent must, in turn, promptly
provide the notice of this Order to any holder for whose account such holder holds the Stock, and
so on down the chain of ownership.

7. Continued Compliance with Other Applicable Laws and Rules. The requirements

set forth in this Order are in addition to the requirements of Bankruptcy Rule 3001(e) and

applicable securities, corporate, and other laws, and do not excuse compliance therewith.

8. Definitions.
For purposes of this Motion:

“Agent” means a broker, account manager, agent, custodian, nominee, prime
broker, clearinghouse or trustee (including a Trustee but not including a trustee qualified
under section 401(a) of the Tax Code).

“Person” means a person or Entity (as such term is defined in Treasury regulations
section 1.382-3(a)).

“Tax Ownership” means beneficial ownership of Stock as determined in
accordance with applicable rules under section 382 and, to the extent provided in those
rules shall include, but not be limited to, direct and indirect ownership (e.g., a holding
company would be considered to have Tax Ownership of all shares owned or acquired by
its 100 percent owned subsidiaries), ownership by members of a person’s family and
persons acting in concert and, in certain cases, the creation or issuance of an option (in any
form). Any variation of the term Tax Ownership shall have the same meaning and an
“option” to acquire stock shall include any contingent purchase, warrant, convertible debt,
put, stock subject to risk of forfeiture, contract to acquire stock or similar interest,
regardless of whether it is contingent or otherwise not currently exercisable.

ORDERED that notwithstanding the applicability of Bankruptcy Rule 6003 and the
possible applicability of Bankruptcy Rule 6004(h), the terms and conditions of this Order shall be
immediately effective and enforceable upon its entry; and it is further

ORDERED that, the relief provided in this Order is in addition to, and not in lieu of, any

and all other rights and remedies available to the Debtors.
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HiH

Submitted by:

Shane G. Ramsey

Florida Bar No.: 0026842

NELSON MULLINS RILEY & SCARBOROUGH LLP
150 Fourth Avenue, North, Suite 1100

Nashville, TN 37219

Phone: (615) 664-5355

Facsimile: (615) 664-5399

E-Mail: shane.ramsey@nelsonmullins.com

(Attorney Ramsey is directed to serve this order upon all non-registered users or registered users
who have yet to appear electronically in this case and file a conforming certificate of service.)

4894-3090-9261
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