Navigating Dilution and Data Exposures

On April 9, 2025, Lemonade, Inc. (NYSE: LMND) disclosed two critical developments: the termination of
its warrant agreement with Chewy Insurance Services, LLC, and a technical issue exposing customer
data.

Warrant Termination: Positive Impact on Shareholders

Let’s start with the Warrant Termination, Lemonade terminated a warrant agreement originally allowing
Chewy to potentially purchase 3,352,025 shares at a nominal exercise price of $0.01. Chewy had
exercised just 181,191 shares, leaving roughly 3.17 million shares unvested and now canceled, equating
to approximately 4.5% of Lemonade’s outstanding shares and 5.8% of the float. This action is
significantly beneficial for shareholders, as it directly prevents substantial dilution and enhances
shareholder value, it may demonstrate that Chewy was bringing less strategic value to Lemonade than it
originally planned.

Although Lemonade’s stock price rose approximately 18% immediately following the disclosure, itis
important to clarify that this increase was likely due to the broader market rally and not directly
attributable to these specific announcements. Where similar situations have occurred in the past, for
example, the recent case of iCoreConnect, which saw its stock price jump 13% upon canceling dilutive
warrants, which represented approximately 8.5% of its float) demonstrates the potential upside
Lemonade investors could anticipate from avoiding similar dilution. However, Lemonade's near-term
upside could be moderated by investor caution over potential regulatory scrutiny related to the data
exposure announcement.



Data Exposure: Short-term Risk, Long-term Manageable

Conversely, Lemonade proactively identified a technical vulnerability within its car insurance quote
process. This flaw caused around 190,000 individuals' driver’s license numbers to be transmitted
without adequate encryption via an API call. The issue was swiftly identified and rectified, and Lemonade
assured stakeholders that no malicious access occurred, and no data was harvested.

Importantly, Lemonade uses Stripe, a PCI DSS-compliant service provider, to process and securely store
sensitive card data. As such, no financial data or broader personally identifiable information (PIl) - was at
risk during this time.

It's also reassuring that Lemonade's proactive identification and resolution of the issue places it under
far less regulatory scrutiny than comparable cases. For example, it differs significantly from the Geico
data breach of 2020. In that case, hackers actively exploited an insurance quote tool to compromise
roughly 120,000 customers' driver’s license numbers, which were harvested and misused. Regulators
ultimately fined Geico approximately $9.75 million and instructing them with remediation plans,
illustrating the severity of that breach and how it contrasts with Lemonade’s self-reported and contained
event.

Given that no malicious interception or exploitation occurred, and considering Lemonade’s transparency
and quick action, any regulatory fines (if any) are expected to be materially lower than those imposed on
Geico. The company’s responsible approach demonstrates a strong commitment to its customers,
regulators, and legal obligations, significantly reducing long-term reputational or financial risk and
building confidence that you can trust management.

Strategic Implications for Investors
The dual nature of Lemonade’s recent disclosure presents huanced implications:

e Reduced Share Dilution: With approximately 3.17 million fewer shares set for issuance, existing
investors experience increased per-share value and a cleaner, more investor-friendly capital
structure.

« Operational Risk Management: The data exposure, while concerning, appears isolated,
proactively managed, and within historical tolerances for similar companies. Lemonade’s prompt
response suggests limited lasting damage to consumer trust or financial performance.

Conclusion: A Balanced Outlook

Overall, Lemonade emerges from this episode positively, demonstrating strategic shareholder-friendly
decisions by avoiding dilution while also proactively addressing operational security concerns while
building trust with management. Investors should remain cautious about short-term regulatory
developments but can feel reassured by management’s responsible handling and historical precedents
indicating limited long-term impact.
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