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General Information
Throughout this report, references to ProAssurance, “we”, “us”, “our” or "the Company" refer to ProAssurance Corporation
and its consolidated subsidiaries. Also, as ProAssurance is an insurance holding company and certain terms and
phrases common to the insurance industry are used in this report that carry special and specific meanings, we
encourage you to read the Glossary of Selected Insurance and Related Financial Terms posted on the Supplemental
Information page of our website (www.proassurance.com/InvestorRelations/supplemental.aspx).
Caution Regarding Forward-Looking Statements
Any statements in this Form 10K that are not historical facts are specifically identified as forward-looking statements.
These statements are based upon our estimates and anticipation of future events and are subject to certain risks and
uncertainties that could cause actual results to vary materially from the expected results described in the
forward-looking statements. Forward-looking statements are identified by words such as, but not limited to, “anticipate”,
“believe”, “estimate”, “expect”, “hope”, “hopeful”, “intend”, “likely”, “may”, “optimistic”, “possible”, “potential”, “preliminary”, “project”,
“should”, “will” and other analogous expressions. There are numerous factors that could cause our actual results to differ
materially from those in the forward-looking statements. Thus, sentences and phrases that we use to convey our view
of future events and trends are expressly designated as forward-looking statements as are sections of this Form 10K
that are identified as giving our outlook on future business.
Forward-looking statements relating to our business include among other things: statements concerning liquidity and
capital requirements, investment valuation and performance, return on equity, financial ratios, net income, premiums,
losses and loss reserves, premium rates and retention of current business, competition and market conditions, the
expansion of product lines, the development or acquisition of business in new geographical areas, the availability of
acceptable reinsurance, actions by regulators and rating agencies, court actions, legislative actions, payment or
performance of obligations under indebtedness, payment of dividends, and other matters.
These forward-looking statements are subject to significant risks, assumptions and uncertainties, including, among
other things, the following factors that could affect the actual outcome of future events:
•changes in general economic conditions, including the impact of inflation or deflation and unemployment;
•our ability to maintain our dividend payments;
•regulatory, legislative and judicial actions or decisions that could affect our business plans or operations;
•the enactment or repeal of tort reforms;

•formation or dissolution of state-sponsored healthcare professional liability insurance entities that could remove or
add sizable groups of physicians from or to the private insurance market;
•changes in the interest rate environment;

•changes in U.S. laws or government regulations regarding financial markets or market activity that may affect the
U.S. economy and our business;

•changes in the ability of the U.S. government to meet its obligations that may affect the U.S. economy and our
business;

•performance of financial markets affecting the fair value of our investments or making it difficult to determine the
value of our investments;

•
changes in requirements or accounting policies and practices that may be adopted by our regulatory agencies, the
Financial Accounting Standards Board, the Securities and Exchange Commission (SEC), the Public Company
Accounting Oversight Board, or the New York Stock Exchange (NYSE) and that may affect our business;

•changes in laws or government regulations affecting the financial services industry, the property and casualty
insurance industry or the particular insurance lines underwritten by our subsidiaries;

•the effects of changes in the healthcare delivery system, including but not limited to the Patient Protection and
Affordable Care Act (the Healthcare Reform Act);

• consolidation of healthcare providers resulting in entities that are more likely to self-insure a substantial portion
of their healthcare professional liability risk;

•uncertainties inherent in the estimate of loss and loss adjustment expense reserves and reinsurance;
•changes in the availability, cost, quality or collectability of insurance/reinsurance;
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•the results of litigation, including pre- or post-trial motions, trials and/or appeals we undertake;
•allegation of bad faith which may arise from our handling of any particular claim, including failure to settle;
•loss or consolidation of independent agents, agencies, brokers or brokerage firms;
•changes in our organization, compensation and benefit plans;

•changes in the business or competitive environment may limit the effectiveness of our business strategy and impact
our revenues;
•our ability to retain and recruit senior management;
•the availability, integrity and security of our technology infrastructure;
•the impact of a catastrophic event, as it relates to both our operations and our insured risks;
•the impact of acts of terrorism and acts of war;
•the effects of terrorism related insurance legislation and laws;
•assessments from guaranty funds;

•our ability to achieve continued growth through expansion into other states or through acquisitions or business
combinations;

• changes to the ratings assigned by rating agencies to our insurance subsidiaries, individually or as a
group;

•provisions in our charter documents, Delaware law and state insurance law may impede attempts to replace or remove
management or may impede a takeover;

•state insurance restrictions may prohibit assets held by our insurance subsidiaries, including cash and investment
securities, from being used for general corporate purposes;

•taxing authorities can take exception to our tax positions and cause us to incur significant amounts of legal and
accounting costs and, if our defense is not successful, additional tax costs, including interest and penalties; and

•
expected benefits from completed and proposed acquisitions may not be achieved or may be delayed longer than
expected due to business disruption; loss of customers, employees and key agents; increased operating costs or
inability to achieve cost savings; and assumption of greater than expected liabilities, among other reasons.
Additional risks that could adversely affect the integration of Medmarc Mutual Insurance Company, now Medmarc
Casualty Insurance Company (Medmarc), and Eastern Insurance Holdings, Inc. (Eastern) into ProAssurance, include
but are not limited to the following:

•
the outcome of claims that may be asserted by either the policyholders or shareholders of any of these acquired
entities relating to payments or other issues associated with the acquisition of the entities and subsequent mergers into
ProAssurance;

•the operations of ProAssurance and Medmarc or ProAssurance and Eastern may not be integrated successfully, or
such integration may take longer to accomplish than expected;
•cost savings from the transactions may not be fully realized or may take longer to realize than expected; and

•operating costs, customer loss and business disruption following one or both transactions, including adverse effects on
relationships with employees, may be greater than expected.
Additional risks that could arise from our membership in the Lloyd's of London market (Lloyd's) and our participation
in Lloyd's Syndicate 1729 (Syndicate 1729) include but are not limited to the following:

•members of Lloyd's are subject to levies by the Council of Lloyd's based on a percentage of the member's
underwriting capacity, currently a maximum of 3%;

•
syndicate operating results can be affected by decisions made by the Council of Lloyd's over which the management
of Syndicate 1729 has little ability to control, such as a decision to not approve our annual business plan, or a decision
to increase the capital required to continued operations, and by our obligation to pay levies to Lloyd's;

•Lloyd's insurance and reinsurance relationships and distributions channels could be disrupted or Lloyd's trading
licenses could be revoked making it more difficult for Syndicate 1729 to distribute and market its products; and
•    rating agencies could downgrade their ratings of Lloyd's as a whole.
Our results may differ materially from those we expect and discuss in any forward-looking statements. The principal
risk factors that may cause these differences are described in “Item 1A, Risk Factors” in this report. We caution readers
not to place
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undue reliance on any such forward-looking statements, which are based upon conditions existing only as of the date
made, and advise readers that these factors could affect our financial performance and could cause actual results for
future periods to differ materially from any opinions or statements expressed with respect to future periods in any
current statements. Except as required by law or regulations, we do not undertake and specifically decline any
obligation to publicly release the result of any revisions that may be made to any forward-looking statements to reflect
events or circumstances after the date of such statements or to reflect the occurrence of anticipated or unanticipated
events.

6

Edgar Filing: PROASSURANCE CORP - Form 10-K

9



Table of Contents

PART I
ITEM 1. BUSINESS
Overview
ProAssurance Corporation is a holding company for property and casualty insurance companies. For the year ended
December 31, 2013, our net premiums written totaled $525.2 million, and at December 31, 2013 we had total assets of
$5.2 billion and $2.4 billion of shareholders' equity. We provide professional liability insurance for healthcare
professionals and facilities, professional liability insurance for attorneys, liability insurance for medical technology
and life sciences risks, and, effective January 1, 2014, workers' compensation insurance. During 2013, through a
wholly owned subsidiary, we became a corporate member of Lloyd's of London and provided a majority of the capital
for Syndicate 1729. Syndicate 1729 began writing a range of property and casualty insurance and reinsurance lines
effective January 1, 2014.
Our executive offices are located at 100 Brookwood Place, Birmingham, Alabama 35209 and our telephone number is
(205) 877-4400. Our stock trades on the NYSE under the symbol “PRA.” Our website is www.ProAssurance.com and
we maintain a dedicated Investor Relations section on that website (www.ProAssurance.com/InvestorRelations) to
provide specialized resources for investors and others seeking to learn more about us.
As part of our disclosure through the Investor Relations section of our website, we publish our annual report on Form
10K, our quarterly reports on Form 10Q, and our current reports on Form 8K and all other public SEC filings as soon
as reasonably practical after filing with the SEC on its EDGAR system. These SEC filings can be found on our
website at www.proassurance.com/InvestorRelations/reports_filings.aspx. This section also includes information
regarding stock trading by corporate insiders by providing access to SEC Forms 3, 4 and 5 when they are filed with
the SEC. In addition to federal filings on our website, we make available other documents that provide important
additional information about our financial condition and operations. Documents available on our website include the
financial statements we file with state regulators (compiled under Statutory Accounting Principles as required by
regulation), news releases that we issue, a listing of our investment holdings, and certain investor presentations. The
Governance section of our website provides copies of the charters for our governing committees and many of our
governing policies. Printed copies of these documents may be obtained from Frank O’Neil, Senior Vice President,
ProAssurance Corporation, either by mail at P.O. Box 590009, Birmingham, Alabama 35259-0009, or by telephone at
(205) 877-4400 or (800) 282-6242.
Our History
We were incorporated in Delaware in 2001 as the successor to Medical Assurance, Inc. in conjunction with its merger
with Professionals Group, Inc. ProAssurance has a history of growth through acquisitions. Significant acquisitions
completed in the most recent five years include:
•Podiatry Insurance Company of America and subsidiaries, (PICA), acquired April 1, 2009,

• American Physicians Service Group, Inc. and subsidiaries, (APS), acquired November 30,
2010,

•Independent Nevada Doctors Insurance Exchange, (IND), acquired November 30, 2012,
•Medmarc Mutual Insurance Company and subsidiaries, (Medmarc), acquired January 1, 2013, and
•Eastern Insurance Holdings, Inc., (Eastern), which was completed January 1, 2014.
Our Strategy
Our business objectives are to generate attractive returns on equity and book value per share growth for our
shareholders. We believe we achieve these objectives by executing the following strategies:

•

Pursue profitable underwriting opportunities. We pursue a strategy that emphasizes profitability, not market share.
Key elements of this strategy are prudent risk selection, appropriate pricing and adjusting our business mix as
appropriate to effectively utilize capital and achieve market synergies. We seek to help customers confront uncertainty
through innovative loss transfer and loss mitigation solutions for liability risks, with an emphasis on healthcare. Our
healthcare focus considers the risk management needs of a broad spectrum of the healthcare provider market. Often,
we utilize mergers or acquisitions to expand the products we offer or the types of customers we serve.
•Exercise underwriting and risk management discipline. We believe we exercise underwriting and risk management
discipline by adhering to underwriting guidelines across our business lines and fostering a culture that focuses on
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•Assist insureds in reducing risk. We offer training to our insureds to assist them in the use of risk reduction tools and
techniques.
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•

Manage claims effectively. Our experienced claims teams have industry and insurance expertise that, with our
extensive local knowledge, allows us to resolve claims in the most effective manner possible, considering the
circumstances of each claim. When practical, we utilize formalized claims management processes and protocols as a
means of reducing claim costs.

•

Provide superior customer service. Our mission statement, We Exist to Protect Others, goes hand-in-hand with our
corporate motto, "Treated Fairly." Both statements speak to our desire to be a strong and trusted partner that helps
customers confront uncertainty through innovative loss transfer and loss mitigation solutions for liability risks, with
an emphasis on healthcare. Our employees are committed to core values of integrity, respect, involvement of our
insureds, collaboration, communication and enthusiasm every day.

•

Maintain a conservative investment strategy. We believe that we follow a conservative investment strategy designed
to emphasize the preservation of our capital and provide adequate liquidity for the prompt payment of claims. Our
investment portfolio consists primarily of investment-grade, fixed-maturity securities of short-to medium-term
duration.
•Maintain financial stability. We are committed to maintaining claims paying ratings of "A" or better.
Organization and Segment Information
We operate through multiple insurance organizations with four areas of focus: professional liability insurance, medical
technology and life sciences products liability insurance, and beginning January 1, 2014, workers' compensation
insurance and international property and casualty insurance and reinsurance. We operated as a single segment in 2013,
2012 and 2011. In 2014 we expect to report our results in four segments: specialty property and casualty, workers'
compensation, Lloyd's syndicate and corporate. Our corporate segment includes our investing operations managed at
the corporate level, non-premium revenues generated outside of our insurance entities, and corporate expenses.
Gross Premiums Written
Gross premiums written for the years ending December 31, 2013, 2012 and 2011 is provided below.

($ in thousands) Year Ended December 31
2013 2012 2011

Gross Premiums Written
Professional liability:
Physicians (1) $414,167 73 % $416,510 78 % $451,181 80 %
Other healthcare professionals and facilities 69,327 12 % 71,751 13 % 73,729 13 %
Legal professionals 27,060 5 % 17,146 3 % 16,474 3 %
All other (2) 22,803 4 % 31,024 6 % 24,511 4 %
Medical technology and life sciences products
liability 34,190 6 % — — % — — %

Total $567,547 100 % $536,431 100 % $565,895 100 %
(1) Primarily comprised of one-year term policies, but includes premium related to policies with a two-year term of
$25.6 million in 2013, $13.1 million in 2012 and $22.3 million in 2011.
(2) Includes tail coverage premiums of $20.9 million in 2013, $29.4 million in 2012 and $20.9 million in 2011.
Prior to acquisition of Medmarc on January 1, 2013 we did not have any medical and life sciences products
technology premium. As previously discussed, the operating results of our workers' compensation segment will not be
included in our consolidated results until 2014. Additional detailed information regarding premium by individual
product type is provided in Item 7, Management's Discussion and Analysis, Results of Operations, under the caption
"Premiums Written".
Prior to January 1, 2014 all of our premium revenues were written within the United States. As of January 1, 2014 we
are writing premium outside of the United States due to our participation in Syndicate 1729, see segment discussion
below.
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Specialty Property and Casualty Segment
Professional Liability Insurance
Our professional liability business is focused on providing professional liability insurance to healthcare providers and
institutions and to attorneys and their firms. Physicians are currently our core customer group, but we target the full
spectrum of the healthcare professional liability market. For our legal professional liability product, we target smaller
law practices. While most of our business is written in the standard market, we also offer professional liability
insurance on an excess and surplus lines basis. We are licensed to do business in every state. For the years ended
December 31, 2013, 2012 and 2011 physician coverages represented 73%, 78% and 80%, respectively, of the
consolidated gross premiums written.
We utilize independent agencies and brokers as well as an internal sales force to write our healthcare professional
liability (HCPL) business. Our legal professional liability business is written almost exclusively through agents and
brokers. For the year ended December 31, 2013 approximately 66% of our professional liability gross premiums
written were produced through independent insurance agencies or brokers. The agencies and brokerages we use
typically sell through professional liability insurance specialists who are able to convey the factors that differentiate
our professional liability insurance products. No single agent, broker, brokerage or agency accounts for more than
10% of our total professional liability premiums.
In marketing our professional liability products we emphasize that we offer:
•financial strength,
•liability coverages tailored to meet evolving needs of our insureds,
•excellent claims and underwriting services,
•risk management consultation, loss prevention seminars and other educational programs,
•regular newsletters discussing matters of interest to our insureds, including updates on legislative developments,
•support of legislation that will have a positive effect on healthcare and legal liability issues, and
•involvement in and support for local professional societies and related organizations.
These communications and services demonstrate our understanding of the professional liability insurance needs of our
insureds, promote a commonality of interest between us and our insureds and provide opportunities for targeted
interactions with potential insureds. We maintain regional underwriting and claims processing centers which permit us
to consistently provide a high level of customer service to both small and large accounts.
We maintain internal claims personnel that investigate and monitor the processing of our professional liability claims,
and engage experienced, independent litigation attorneys in each venue to assist with the claims process as we believe
this practice aids us in providing defense that is aggressive, effective and cost-efficient. We evaluate the merit of each
claim and determine the appropriate strategy for resolution of the claim, either seeking a reasonable good faith
settlement appropriate for the circumstance of the claim or aggressively defending the claim. As part of the evaluation
and preparation process for healthcare professional liability claims, we meet regularly with medical advisory
committees in our key markets to examine claims, attempt to identify potentially troubling practice patterns and make
recommendations to our staff.
Medical Technology and Life Sciences Insurance
Our Medical Technology and Life Sciences business, acquired January 1, 2013 through the acquisition of Medmarc,
offers products liability insurance for medical technology and life sciences companies that manufacture or distribute
products that are almost all regulated by the United States Food and Drug Administration. Products insured include
imaging and non-invasive diagnostic medical devices, orthopedic implants, pharmaceuticals, clinical lab instruments,
medical instruments, dental products, and animal pharmaceuticals and medical devices. We also provide coverage for
clinical trials and contract manufacturers.
In underwriting our products liability business, we consider the type of risk, the amount of coverage being sought, the
expertise and experience of the applicant, and the expected volume of product sales in making our underwriting
decision. Close to 100% of our products liability business is written through independent brokers with our top ten
producers generating approximately $16 million of our 2013 gross premiums written. We do not appoint agents for
our products liability business.
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Our products liability claims are centrally processed in Chantilly, Virginia. We strongly defend these claims, with a
negotiated settlement being the most frequent means of resolution.
Competition
For our HCPL business, we compete in a fragmented market comprised of many insurers, ranging from single state
mono-line insurers to large national carriers offering multiple product lines. According to 2012 industry gross
premiums written data, the top five HCPL writers hold a combined market share of approximately 32% and we are the
fourth largest HCPL writer in the United States. Competitive distinctions vary from state-to-state and within areas of
healthcare delivery (e.g., individual physicians vs. hospitals and facilities) and include pricing, size, name recognition,
service quality, market commitment, market
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conditions, breadth and flexibility of coverage, method of sale, financial stability, ratings assigned by rating agencies
and regulatory conditions. Our competitors range from large national insurers whose financial strength and resources
may be greater than ours to smaller insurance entities that concentrate on a single state and as a result have an
extensive knowledge of the local markets.
We are widely recognized in our HCPL markets for our heritage as a policyholder founded company with a long-term
focus on the industry and for strong and effective claims management. Historically, we have principally insured
physicians in a solo or small group practice, but in recent years we have increased our focus on offering unique, joint
or cooperative insurance programs that are attractive to hospitals or other large groups. Often, these large groups and
hospitals choose to manage their HCPL risks through alternative insurance mechanisms such as risk retention groups
or self-insurance entities, and we offer insurance programs designed to compete with these mechanisms. In recent
years there has been a substantial increase in the number of physicians employed full time by hospitals or large group
practices, which industry-wide has reduced the number of physicians insured on an individual or small-group basis.
Additionally, many believe that healthcare services in the United States will increasingly be provided by professionals
other than physicians and outside of hospital settings. We have addressed these issues by refining our existing
hospital/physician insurance programs, developing new insurance mechanisms to meet the needs of hospitals and
large practice groups, expanding our coverage of healthcare providers other than physician or hospitals, and by
enhancing our customer service capabilities, particularly with regard to larger accounts. We believe that our size,
reputation for effective claims management, unique customer service focus, multi-state presence, and experience with
a broad spectrum of healthcare professionals will provide us with competitive advantages as the HCPL marketplace
changes.
We recognize the importance of providing our products at competitive rates. We base our rates on current loss
projections, and targeted new business and renewal retention programs where we consider appropriate based on the
risks assumed.
Competition in the legal professional liability market is also varied, with coverage offered by both large national
property and casualty providers and smaller specialty providers, including mutual companies affiliated with one or
more state legal professional association.
Competition in the products liability market is among national property and casualty insurers, some of which are
significantly larger than ProAssurance.
Workers' Compensation Segment
Effective January 1, 2014 ProAssurance acquired Eastern, which offers workers' compensation products in the
Mid-Atlantic (primarily in Pennsylvania), Southeast, and Midwest regions of the continental United States. The
operating results of Eastern will be included in our consolidated results beginning January 1, 2014.
Our workers' compensation business consists of two major business activities:

•
Workers' compensation insurance coverages provided to employers, generally those with 1,000 employees or less.
Types of policies offered include guaranteed cost policies, policyholder dividend policies, retrospectively-rated
policies, deductible policies, and alternative market products.

•

Alternative market workers’ compensation solutions provided to individual companies, groups and associations
(referred to hereafter as “cell participants”) whereby policies written are 100% reinsured by related segregated portfolio
cells of our subsidiary domiciled in the Cayman Islands. The pool of assets and associated liabilities of each
segregated portfolio cell are solely for the benefit of the cell participants, and the pool of assets of one segregated
portfolio cell are statutorily protected from the creditors of the others. The underwriting results and investment
income of the segregated portfolio cells are shared with the cell participants in accordance with the terms of the cell
agreements. We principally receive fee revenue from the cells, and for cells in which we are a cell participant, a
percentage of the profit or loss of the cell.
Both groups of workers' compensation products are distributed through a group of appointed independent agents.
We utilize an individual account underwriting strategy for our workers' compensation business that is focused on
selecting quality accounts. The goal of our workers’ compensation underwriters is to select a diverse book of business
with respect to risk classification, hazard level and geographic location. We target accounts with strong return to work
and safety programs in low to middle hazard levels such as clerical office, light manufacturing, healthcare, auto
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needs.
We actively seek to reduce our workers' compensation loss costs by placing an emphasis on early intervention and
aggressive disability management, utilizing in-house and third-party specialists for case management, including
medical cost management. Strategic vendor relationships have been established to reduce claim costs associated with
legal representation and medical costs such as physician and hospital charges, physical therapy services and
prescription drugs.

10

Edgar Filing: PROASSURANCE CORP - Form 10-K

16



Table of Contents

Competition
As with our professional and product liability business, there is substantial competition for our workers' compensation
business. Workers’ compensation insurance is subject to significant price competition. In addition to price, competition
in the workers’ compensation insurance line of business is based on quality of the products, quality and delivery of
service, financial strength, ratings, distribution systems and technical expertise. Competitors include both regional
specialized providers and large national insurance entities offering a full spectrum of business liability products.
Lloyd's Syndicate Segment
Late in 2013, we completed the process of becoming a corporate member of Lloyd's of London, an internationally
recognized specialist insurance market. We are the majority (58%) capital provider to Syndicate 1729, which began
writing business as of January 1, 2014. The remaining capital for Syndicate 1729 is provided by unrelated third
parties, including private names and other corporate members. We have committed £47.3 million ($78.3 million*) of
capital for the first year of Syndicate 1729 operations and have a total capital commitment through 2019 of up to $200
million. Syndicate 1729 will cover a range of property and casualty insurance and reinsurance lines, and has a
maximum underwriting capacity of £75 million ($124.2 million*) for the 2014 underwriting year, of which £43.2
million ($71.5 million*) is our allocated underwriting capacity as a corporate member.
Syndicate 1729 faces significant competition from other Lloyd's syndicates, U.S. insurers operating internationally,
and international and domestic insurers offering similar coverages. Competition is based on price, types and quality of
product offered, and service quality. Syndicate 1729 is led by an experienced Lloyd's insurance and reinsurance
underwriter, which we believe provides a competitive advantage.
*$ amounts estimated using the GBP exchange rate as of December 31, 2013.
Corporate Segment
We manage our investments at the corporate level and we apply a consistent management strategy to the entire
portfolio. Accordingly, we report our investment results and net realized investment gains and losses within our
corporate segment. Our corporate segment also includes certain revenues and expenses which management does not
consider in evaluating the financial results of our other operating segments, interest expense and taxes.
Our overall investment strategy is to focus on maximizing current income from our investment portfolio while
maintaining safety, liquidity, duration targets and portfolio diversification. The portfolio is generally managed by
professional third party asset managers whose results we monitor and evaluate. The asset managers typically have the
authority to make investment decisions within the asset classes they are responsible for managing, subject to our
investment policy and oversight, including a requirement that securities in a loss position cannot be sold without
specific authorization from us. See Note 4 of the Notes to Consolidated Financial Statements for more information on
our investments.
Rating Agencies
Our claims paying ability is regularly evaluated and rated by three major rating agencies, A. M. Best, Fitch and
Moody’s. In developing their claims paying ratings, these agencies make an independent evaluation of an insurer’s
ability to meet its obligations to policyholders. See "Risk Factors" for a table presenting the claims paying ratings of
our principal insurance operations.
Four rating agencies evaluate and rate our ability to service current debt and potential debt. These financial strength
ratings reflect each agency’s independent evaluation of our ability to meet our obligation to holders of our debt, if any.
While financial strength ratings may be of greater interest to investors than our claims paying ratings, these ratings are
not evaluations of our equity securities nor a recommendation to buy, hold or sell our equity securities.
Insurance Regulatory Matters
We are subject to regulation under the insurance and insurance holding company statutes of various jurisdictions,
including the domiciliary states of our active insurance subsidiaries and other states in which our insurance
subsidiaries do business. Our primary active insurance subsidiaries are domiciled in the United States. Our states of
domicile include Alabama, Illinois, Michigan, Pennsylvania, and Vermont. We have reinsurance operations based in
the Cayman Islands and, through our Lloyd's Syndicate segment, we have insurance operations based in the United
Kingdom.
United States
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things, licenses to transact business, premium rates for certain types of coverage, trade practices, agent licensing,
policy forms, underwriting and claims practices, reserve adequacy, transactions with affiliates, and insurer solvency.
Such regulations may hamper our ability to meet operating or profitability goals, including preventing us from
establishing premium rates for some classes of insureds that adequately reflects the level of risk assumed for those
classes. Many states also regulate investment activities on the basis of quality, distribution and other quantitative
criteria. States have also enacted legislation regulating insurance holding company systems, including acquisitions, the
payment of dividends, the terms of affiliate transactions, and other related matters.
Applicable state insurance laws, rather than federal bankruptcy laws, apply to the liquidation or reorganization of
insurance companies.
Insurance companies are also subject to state and federal legislative and regulatory measures and judicial decisions.
These could include new or updated definitions of risk exposure and limitations on business practices.
Insurance Regulation Concerning Change or Acquisition of Control
The insurance regulatory codes in each of the domiciliary states of our operating subsidiaries contain provisions
(subject to certain variations) to the effect that the acquisition of “control” of a domestic insurer or of any person that
directly or indirectly controls a domestic insurer cannot be consummated without the prior approval of the domiciliary
insurance regulator. In general, a presumption of “control” arises from the direct or indirect ownership, control or
possession with the power to vote or possession of proxies with respect to 10% (5% in Alabama) or more of the voting
securities of a domestic insurer or of a person that controls a domestic insurer. Because of these regulatory
requirements, any party seeking to acquire control of ProAssurance or any other domestic insurance company,
whether directly or indirectly, would usually be required to obtain such approvals.
In addition, certain state insurance laws contain provisions that require pre-acquisition notification to state agencies of
a change in control of a non-domestic insurance company admitted in that state. While such pre-acquisition
notification statutes do not authorize the state agency to disapprove the change of control, such statutes do authorize
certain remedies, including the issuance of a cease and desist order with respect to the non-domestic admitted insurers
doing business in the state if certain conditions exist, such as undue market concentration.
Statutory Accounting and Reporting
Insurance companies are required to file detailed quarterly and annual reports with the state insurance regulators in
each of the states in which they do business, and their business and accounts are subject to examination by such
regulators at any time. The financial information in these reports is prepared in accordance with Statutory Accounting
Principles (SAP). Insurance regulators periodically examine each insurer’s adherence to SAP, financial condition, and
compliance with insurance department rules and regulations.
In late 2010, the National Association of Insurance Commissioners (the NAIC) adopted the Model Insurance and
Holding Company System Regulatory Act and Regulation (“Model Law”). The Model Law, as compared to previous
NAIC guidance, increases regulatory oversight of and reporting by insurance holding companies, including reporting
related to non-insurance entities, and requires reporting of risks affecting the holding company group. Additionally, in
2012 the NAIC adopted the Risk Management and Own Risk and Solvency Assessment Model Act (ORSA), which
requires insurers to maintain a framework for identifying, assessing, monitoring, managing and reporting on the
“material and relevant risks” associated with the insurer's (or insurance group's) current and future business plans.
ORSA will also require insurers to file an internal assessment of solvency with insurance regulators annually
beginning in 2015. Although no specific capital adequacy standard is currently articulated in ORSA, it is possible that
such standard will be developed over time. The Model Law and ORSA will be binding only if adopted by state
legislatures and/or state insurance regulatory authorities and actual regulations adopted by any state may differ from
the Model Law. None of the states in which we are domiciled have adopted the Model Law or ORSA.
Regulation of Dividends and Other Payments from Our Operating Subsidiaries
Our operating subsidiaries are subject to various state statutory and regulatory restrictions that limit the amount of
dividends or distributions an insurance company may pay to its shareholders, including our insurance holding
company, without prior regulatory approval. Generally, dividends may be paid only out of unassigned earned surplus.
In every case, surplus subsequent to the payment of any dividends must be reasonable in relation to an insurance
company’s outstanding liabilities and must be adequate to meet its financial needs.
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income for the prior fiscal year (reduced by realized capital gains in certain domiciliary states) or a percentage of
unassigned surplus at the end of the prior fiscal year, depending upon the wording of the statute.
If insurance regulators determine that payment of a dividend or any other payments within a holding company group,
(such as payments under a tax-sharing agreement or payments for employee or other services) would, because of the
financial condition of the paying insurance company or otherwise, be a detriment to such insurance company’s
policyholders, the regulators may prohibit such payments that would otherwise be permitted.
Risk-Based Capital
In order to enhance the regulation of insurer solvency, the NAIC specifies risk-based capital requirements for property
and casualty insurance companies. At December 31, 2013, all of ProAssurance’s insurance subsidiaries substantially
exceeded the minimum required risk-based capital levels.
Investment Regulation
Our operating subsidiaries are subject to state laws and regulations that require diversification of investment portfolios
and that limit the amount of investments in certain investment categories. Failure to comply with these laws and
regulations may cause non-conforming investments to be treated as non-admitted assets for purposes of measuring
statutory surplus and, in some instances, would require divestiture of investments. We monitor the practices used by
our operating subsidiaries for compliance with applicable state investment regulations and take corrective measures
when deficiencies are identified.
Guaranty Funds
Admitted insurance companies are required to be members of guaranty associations which administer state guaranty
funds. To fund the payment of claims (up to prescribed limits) against insurance companies that become insolvent,
these associations levy assessments on all member insurers in a particular state on the basis of the proportionate share
of the premiums written by member insurers in the covered lines of business in that state. Maximum assessments
permitted by law in any one year generally vary between 1% and 2% of annual premiums written by a member in that
state, although state regulations may permit larger assessments if insolvency losses reach specified levels. Some states
permit member insurers to recover assessments paid through surcharges on policyholders or through full or partial
premium tax offsets, while other states permit recovery of assessments through the rate filing process. In recent years,
participation in guaranty funds has not had a material effect on our results of operations.
Shared Markets
State insurance regulations may force us to participate in mandatory property and casualty shared market mechanisms
or pooling arrangements that provide certain insurance coverage to individuals or other entities that are otherwise
unable to purchase such coverage in the commercial insurance marketplace. Our operating subsidiaries’ participation in
such shared markets or pooling mechanisms is not material to our business at this time.
Changes in Legislation and Regulation
Tort reforms generally restrict the ability of a plaintiff to recover damages by, among other limitations, eliminating
certain claims that may be heard in a court, limiting the amount or types of damages, changing statutes of limitation or
the period of time to make a claim, and limiting venue or court selection. A number of states in which we do business,
notably Florida, Georgia, Illinois, Missouri, Ohio, Texas, and West Virginia, enacted tort reform legislation in the
previous decade as a response to a rapid deterioration in loss trends. These reforms are generally thought to have
contributed to the improvement in the overall loss trends in those states, although loss trends have also been favorable
in states that did not pass any type of tort reform. In states where these reforms are perceived to have improved the
legal climate for liability defendants, we have experienced an increase in competition.
The Missouri tort reform statutes were overturned in 2012, the Illinois and Georgia statutes were overturned in 2010,
and challenges to tort reform are underway in most states where tort reforms have been enacted. Other state reforms
may also be overturned, although we cannot predict with any certainty how appellate courts will rule. We monitor
developments on a state-by-state basis and make business decisions accordingly.
Tort reform proposals are considered from time to time at the Federal level. As in the states, passage of a Federal tort
reform package would likely be subject to judicial challenge and we cannot be certain that it would be upheld by the
courts.
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provisions thus far enacted will have a significant direct effect on our business, but specific regulations to implement
the law are still being written.
The Healthcare Reform Act is expected to have a significant impact on the practice of medicine in future years and
could have unanticipated or indirect effects on our business or alter the risk and cost environments in which we and
our insureds operate. These risks include: reduced operating margins that may cause physicians and hospitals to join
in larger groupings which are more likely to utilize self-insured solutions for HCPL insurance products; use of
electronic medical records may lead to additional medical malpractice litigation or increase the cost of litigation;
patient dissatisfaction may increase due to greater strain on the patient-physician relationship; there may be an overall
increase in healthcare costs which would increase loss costs for claims involving bodily injury; and additional health
conditions may be identified as work-related which could increase the number of workers' compensation claims.
Conversely, it is anticipated that there will be growth in the number of ancillary healthcare providers that will become
customers for HCPL products. We are unable to predict with any certainty the effect that the Healthcare Reform Act
or future related legislation will have on our insureds or our business.
The Dodd-Frank Wall Street Reform and Consumer Protection Act (Dodd-Frank Act) was passed in July 2010.
Although provisions of the Act do not appear to materially affect our business, the Act establishes new regulatory
oversight of financial institutions. As detailed regulations are developed to implement the provisions of the
Dodd-Frank Act, there may be changes in the regulatory environment that affect the way we conduct our operations or
the cost of compliance, or both.
One of the federal government bodies created by the Dodd-Frank Act was the Federal Insurance Office (FIO) which,
in December 2013, released a proposal on insurance modernization and improvement of the system of insurance
regulation in the United States. Although the FIO is prohibited from directly regulating the business of insurance, it
has authority to represent the United States in international insurance matters and has limited power to preempt certain
types of state insurance laws. The recent proposal advocates significantly greater federal involvement in insurance
regulation and identifies necessary reforms by the states to preclude further consideration of direct federal regulation.
While the proposal does not necessarily imply that the federal government will displace state regulation completely, it
does recommend more of a hybrid approach to insurance regulation. We cannot predict whether the proposals will be
adopted or what impact, if any, such proposals or, if enacted, such laws may have on our business, financial condition
or results of operations.
In recent years, the insurance industry has been subject to increased scrutiny by regulators and legislators. The NAIC
and a number of state legislatures have considered or adopted legislative proposals that alter and, in many cases,
increase the authority of state agencies to regulate insurance companies and insurance holding company systems.
Terrorism Risk Insurance Act
The Federal Terrorism Risk Insurance Act (TRIA) was initially enacted in 2002 to ensure the availability of insurance
coverage for certain acts of terrorism, as defined in the TRIA. The Terrorism Risk Insurance Program Reauthorization
Act of 2007 (Reauthorization Act) extended the program through December 31, 2014. The Reauthorization Act
revised the definition of “Act of Terrorism” to remove the requirement that the act of terrorism be committed by an
individual acting on behalf of any foreign person or foreign interest in order to be certified under the Reauthorization
Act. The Reauthorization Act requires a $100 million loss event to trigger coverage. The Federal government will
reimburse 85% of an insurer’s losses in excess of the insurer’s deductible, up to the maximum annual Federal liability
of $100 billion.
Under the Reauthorization Act, we are required to offer terrorism coverage to our commercial policyholders in our
workers' compensation line of business, for which we may, when warranted, charge an additional premium. The
policyholders may or may not accept such coverage.
International
Workers' Compensation
Our segregated portfolio cell business is reinsured through our subsidiary, Eastern Re Ltd., SPC (Eastern Re), which is
organized and licensed as a Cayman Islands unrestricted Class B insurance company. Eastern Re is subject to
regulation by the Cayman Islands Monetary Authority (CIMA). Applicable laws and regulations govern the types of
policies that the Company can insure or reinsure, the amount of capital that it must maintain and the way it can be
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capital of approximately $120,000 and must receive approval from the CIMA before it can pay any dividends.
Lloyd's Syndicate 1729
Syndicate 1729 is regulated in the United Kingdom by the Prudential Regulation Authority and the Financial Conduct
Authority. All Lloyd's syndicates must also comply with the bylaws and regulations established by the Council of
Lloyd's including submission and approval of an annual business plan and maintenance of stipulated capital levels.
Also, the Council of
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Lloyd's may call or assess a percentage of a member's underwriting capacity (currently a maximum of 3%) as a
contribution to Lloyd's Central Fund, which, similar to state guaranty funds in the United States, meets policyholder
obligations if a Lloyd's member is otherwise unable to do so.
The European Union's executive body, the European Commission, is implementing new capital adequacy and risk
management regulations called Solvency II that would apply to businesses within the European Union. Solvency II is
currently required to be implemented on January 1, 2016, and certain interim transition measures are required for 2014
and 2015. We expect to comply with the requirements in accordance with the timetable set out by the Council of
Lloyd's.
Enterprise Risk Management
As a large property and casualty insurance provider, we are exposed to many risks. These risks, whether taken
intentionally or unintentionally, are a function of the environment within which we operate. Since certain risks can be
correlated with other risks, an event or a series of events can impact multiple areas of the Company simultaneously
and have a material effect on the Company's results of operations, financial position and/or liquidity. In response to
these exposures we have implemented an Enterprise Risk Management (ERM) program. Our ERM program consists
of numerous processes and controls that have been designed by our senior management, with oversight by our Board
of Directors, and have been implemented across our organization. We utilize ERM to identify potential risks from all
aspects of our operations and to evaluate these risks in manner that is both prudent and balanced. Our primary
objective is to develop a risk appetite that creates and preserves value for all of our stakeholders.
Employees
At January 1, 2014, upon completion of our merger with Eastern, we had 962 employees, none of whom were
represented by a labor union. We consider our employee relations to be good.
ITEM 1A. RISK FACTORS.
There are a number of factors, many beyond our control, which may cause results to differ significantly from our
expectations. Some of these factors are described below. Any factor described in this report could by itself, or together
with one or more other factors, have a negative effect on our business, results of operations and/or financial condition.
There may be factors not described in this report that could also cause results to differ from our expectations.
Insurance market conditions may alter the effectiveness of our current business strategy and impact our revenues.
The property and casualty insurance business is highly competitive. We compete in a fragmented market comprised of
many insurers, ranging from smaller single state mono-line insurers who have an extensive knowledge of local
markets to large national insurers who offer multiple product lines and whose financial strength and resources may be
greater than ours. In many instances, coverage we offer is also available through mutual entities whose return on
equity objectives may be lower than ours. Also, there are many opportunities for self-insurance and for participation in
an alternative risk transfer mechanism, such as captive insurers or risk retention groups.
Competition in the property and casualty insurance business is based on many factors, including premiums charged
and other terms and conditions of coverage, services provided, financial ratings assigned by independent rating
agencies, claims services, reputation, geographic scope, local presence, agent and client relationships, financial
strength and the experience of the insurance company in the line of insurance to be written. Actions of competitors
could adversely affect our ability to attract and retain business at current premium levels, impact our market share and
reduce the profits that would otherwise arise from operations.
Because we are a property and casualty insurer, our business may suffer as a result of unforeseen catastrophe losses.
As a property and casualty insurer we are exposed to claims arising out of catastrophes, primarily through our
workers' compensation and Syndicate 1729 operations. Catastrophes can be caused by various events, including
hurricanes, tsunamis, tornadoes, windstorms, earthquakes, hailstorms, explosions, flooding, severe winter weather and
fires and may include man-made events, such as terrorist attacks or a wide-spread financial crisis. The incidence,
frequency and severity of catastrophes are inherently unpredictable. While we use historical data and modeling tools
to assess our potential exposure to catastrophic losses under various conditions and probability scenarios, such
assessments do not necessarily accurately predict future losses or accurately measure our potential exposure. The
extent of losses from a catastrophe is a function of both the total amount of insured exposure in the area affected by
the event and the severity of the event.

Edgar Filing: PROASSURANCE CORP - Form 10-K

25



Insurance companies are not permitted to reserve for a catastrophe until it has occurred. Although we purchase
reinsurance protection for risks we believe bear a significant level of catastrophe exposure, actual losses resulting
from a

15

Edgar Filing: PROASSURANCE CORP - Form 10-K

26



Table of Contents

catastrophic event or events may exceed our reinsurance protection. It is therefore possible that a catastrophic event or
multiple catastrophic events could have a material adverse effect on our financial position, results of operations and
liquidity.
Our results of operations and financial condition may be affected if actual insured losses differ from our loss reserves
or if actual amounts recoverable under reinsurance agreements differ from our estimated recoverables.
We establish reserves as balance sheet liabilities representing our estimates of amounts needed to resolve reported and
unreported losses and pay related loss adjustment expenses. Our largest liability is our reserve for loss and loss
adjustment expenses. Due to the size of our reserve for loss and loss adjustment expenses, even a small percentage
adjustment to our reserve can have a material effect on our results of operations for the period in which the change is
made.
The process of estimating loss reserves is complex. Significant periods of time often elapse between the occurrence of
an insured loss, the reporting of the loss by the insured and payment of that loss. Ultimate loss costs, even for claims
with similar characteristics, can vary significantly depending upon many factors, including but not limited to, the
nature of the claim, including whether or not the claim is an individual or a mass tort claim, and the personal situation
of the claimant or the claimant’s family, the outcome of jury trials, the legislative and judicial climate where the
insured event occurred, general economic conditions and, for claims involving bodily injury, the trend of healthcare
costs. Consequently, the loss cost estimation process requires actuarial skill and the application of judgment, and such
estimates require periodic revision. As part of the reserving process, we review the known facts surrounding reported
claims as well as historical claims data and consider the impact of various factors such as:
•for reported claims, the nature of the claim and the jurisdiction in which the claim occurred;
•trends in paid and incurred loss development;
•trends in claim frequency and severity;
•emerging economic and social trends;
•trend of healthcare costs for claims involving bodily injury;
•inflation and levels of employment; and
•changes in the regulatory legal and political environment.
This process assumes that past experience, adjusted for the effects of current developments and anticipated trends, is
an appropriate, but not necessarily accurate, basis for predicting future events. There is no precise method for
evaluating the impact of any specific factor on the adequacy of reserves, and actual results are likely to differ from
original estimates. We evaluate our reserves each period and increase or decrease reserves as necessary based on our
estimate of future claims payments. An increase to reserves has a negative effect on our results of operations in the
period of increase; a reduction to reserves has a positive effect on our results of operations in the period of reduction.
Our loss reserves also may be affected by court decisions that expand liability of our policies after they have been
issued and priced. In addition, a significant jury award, or series of awards, against one or more of our insureds could
require us to pay large sums of money in excess of our reserved amounts. Due to uncertainties inherent in the jury
system, any case that is litigated to a jury verdict has the potential to incur a loss that has a material adverse effect on
our results of operations.
We purchase reinsurance to mitigate the effect of large losses. Our receivable from reinsurers on unpaid losses and
loss adjustment expenses represents our estimate of the amount of our reserve for losses that will be recoverable under
our reinsurance programs. We base our estimate of funds recoverable upon our expectation of ultimate losses and the
portion of those losses that we estimate to be allocable to reinsurers based upon the terms and conditions of our
reinsurance agreements. Given the uncertainty of the ultimate amounts of our losses, our estimates of losses and
related amounts recoverable may vary significantly from the eventual outcome. Also, we estimate premiums ceded
under reinsurance agreements wherein the premium due to the reinsurer, subject to certain maximums and minimums,
is based in part on losses reimbursed or to be reimbursed under the agreement. Due to the size of our reinsurance
balances, changes to our estimate of the amount of reinsurance that is due to us could have a material effect on our
results of operations in the period for which the change is made.
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We are exposed to and may face adverse developments involving mass tort products liability claims arising from
allegedly defective medical products, including medical devices, biotechnology and diagnostic products, prescription
and non-prescription pharmaceuticals, personal care products or animal healthcare products.
Establishing claim and claim adjustment expense reserves for mass tort claims is subject to uncertainties due to many
factors, including expanded theories of liability, geographical location and jurisdiction of the lawsuits and the number
of manufacturers and/or distributors involved. Moreover, it is difficult to estimate our ultimate liability for such claims
due to evolving judicial interpretations of various tort theories of liability and defense theories, such as federal
preemption and joint and several liability, as well as the application of insurance coverage to these claims.
If market conditions cause reinsurance to be more costly or unavailable, we may be required to bear increased risk or
reduce the level of our underwriting commitments.
As part of our overall risk and capacity management strategy, we purchase reinsurance for significant amounts of risk
underwritten by our insurance company subsidiaries. Market conditions beyond our control determine the availability
and cost of the reinsurance. We may be unable to maintain current reinsurance coverage or to obtain other reinsurance
coverage in adequate amounts and at favorable rates. If we are unable to renew our expiring coverage or to obtain new
reinsurance coverage, either our net exposure to risk would increase or, if we are unwilling to bear an increase in net
risk exposures, we would need to reduce the amount of our underwritten risk.
We cannot guarantee that our reinsurers will pay in a timely fashion or at all, and, as a result, we could experience
losses.
We transfer part of our risks to reinsurance companies in exchange for part of the premium we receive in connection
with the risk. Although our reinsurance agreements make the reinsurer liable to us to the extent the risk is transferred,
our liability to our policyholders remains our responsibility. Reinsurers may periodically dispute our demand for
reimbursement from them based upon their interpretation of the terms of our agreements or may fail to pay us for
financial or other reasons. If reinsurers refuse or fail to pay us or fail to pay on a timely basis, our financial results
and/or cash flows would be adversely affected and could have a material effect on our results of operations in the
period in which uncollectible amounts are identified.
At December 31, 2013 our Receivable from reinsurers on unpaid losses is $247.5 million and our Receivable from
reinsurers on paid losses is $3.2 million. As of December 31, 2013 the estimated net amount due from four of our
reinsurers exceeded $20 million, on an individual basis, with the largest estimated amount due from an individual
reinsurer being $26.0 million. A table listing significant reinsurers is provided in Item 7. Management's Discussion
and Analysis, as a part of the Liquidity section, under the caption "Reinsurance".
Our claims handling could result in a bad faith claim against us.
We have been, from time to time, sued for allegedly acting in bad faith during our handling of a claim. The damages
claimed in actions for bad faith may include amounts owed by the insured in excess of the policy limits as well as
consequential and punitive damages. Awards above policy limits are possible whenever a case is taken to trial. These
actions have the potential to have a material adverse effect on our financial condition and results of operations.
Changes in healthcare policy could have a material effect on our operations.
The Healthcare Reform Act was passed and signed into law in March 2010. While the primary provisions of the
Healthcare Reform Act do not appear to directly affect our business, specific regulations to implement the law are still
being written.
The Healthcare Reform Act is expected to have a significant impact on the practice of medicine in future years and
could have unanticipated or indirect effects on our business or alter the risk and cost environments in which we and
our insureds operate. These risks include: reduced operating margins that may cause physicians and hospitals to join
in larger groupings which are more likely to utilize self-insured solutions for HCPL insurance products; use of
electronic medical records may lead to additional medical malpractice litigation or increase the cost of litigation;
patient dissatisfaction may increase due to greater strain on the patient-physician relationship; there may be an overall
increase in healthcare costs which would increase loss costs for claims involving bodily injury; and additional health
conditions may be identified as work-related which could increase the number of workers' compensation claims.
Conversely, it is anticipated that there will be growth in the number of ancillary healthcare providers that will become
customers for HCPL products. We are unable to predict with any certainty the effect that the Healthcare Reform Act
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Changes due to financial reform legislation could have a material effect on our operations.
The Dodd-Frank Act was passed and signed into law in July 2010. The provisions of the bill do not appear to
materially affect our operations; however, the bill establishes new regulatory oversight of financial institutions and
regulations to implement the Act remain in the process of development. As detailed regulations are developed to
implement the provisions of the bill, there may be changes in the regulatory environment that affect the way we
conduct our operations or the cost of regulatory compliance, or both. We are unable to predict with any certainty the
effect that the Dodd-Frank Act will have on our business.
One of the federal government bodies created by the Dodd-Frank Act was the Federal Insurance Office (FIO) which,
in December 2013, released a proposal on insurance modernization and improvement of the system of insurance
regulation in the United States. Although the FIO is prohibited from directly regulating the business of insurance, it
has authority to represent the United States in international insurance matters and has limited powered to preempt
certain types of state insurance laws. The recent proposal advocates significantly greater federal involvement in
insurance regulation and identifies necessary reforms by the states to preclude further consideration of direct federal
regulation. While the proposal does not necessarily imply that the federal government will displace state regulation
completely, it does recommend more of a hybrid approach to insurance regulation. We cannot predict whether the
proposals will be adopted or what impact, if any, such proposals or, if enacted, such laws may have on our business,
financial condition or results of operations.
The passage of tort reform or other legislation, and the subsequent review of such laws by the courts could have a
material impact on our operations.
Tort reforms generally restrict the ability of a plaintiff to recover damages by, among other limitations, eliminating
certain claims that may be heard in a court, limiting the amount or types of damages, changing statutes of limitation or
the period of time to make a claim, and limiting venue or court selection. A number of states in which we do business,
notably Florida, Georgia, Illinois, Missouri, Ohio, Texas, and West Virginia, enacted tort reform legislation in the
previous decade as a response to a rapid deterioration in loss trends.
Challenges to tort reform are underway in most states where tort reforms have been enacted. The statutes in Missouri
were overturned in 2012; those in Georgia and Illinois were overturned in 2010. We cannot predict with any certainty
how other state appellate courts will rule on these laws. While the effects of tort reform have been generally beneficial
to our business in states where these laws have been enacted, there can be no assurance that such reforms will be
ultimately upheld by the courts. Further, if tort reforms are effective, the business of providing professional liability
insurance may become more attractive, thereby causing an increase in competition. In addition, the enactment of tort
reforms could be accompanied by legislation or regulatory actions that may be detrimental to our business because of
expected benefits which may or may not be realized. These expectations could result in regulatory or legislative action
limiting the ability of professional liability insurers to maintain rates at adequate levels.
Coverage mandates or other expanded insurance requirements could also be imposed. States may also consider
state-sponsored insurance entities that could remove our potential insureds from the private insurance market.
We continue to monitor developments on a state-by-state basis, and make business decisions accordingly.
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Our performance is dependent on the business, economic, regulatory and legislative conditions of states where we
have a significant amount of business.
Our top five states, Alabama, Ohio, Texas, Florida and Michigan, represented 43% of our gross premiums written for
the year ended December 31, 2013. Moreover, on a combined basis, Alabama, Ohio and Texas accounted for 30%,
32%, and 33% of our gross premiums written for the years ended December 31, 2013, 2012 and 2011, respectively.
Additionally, although Eastern will not be a part of our consolidated results until January 1, 2014, a significant portion
of Eastern's total gross premium written for the year ended December 31, 2013 was in the state of Pennsylvania.
Unfavorable business, economic or regulatory conditions in any of these states could have a disproportionately greater
effect on us than they would if we were less geographically concentrated.
We may be unable to identify future strategic acquisitions or expected benefits from completed and proposed
acquisitions may not be achieved or may be delayed longer than expected.
Our corporate strategy anticipates growth through the acquisition of other companies or books of business. However,
such expansion is opportunistic and sporadic, and there is no guarantee that we will be able to identify strategic
acquisition targets in the future. Additionally, if we are able to identify a strategic target for acquisition, state
insurance regulation concerning change or acquisition of control could delay or prevent us from growing through
acquisitions. State insurance regulatory codes provide that the acquisition of “control” of a domestic insurer or of any
person that directly or indirectly controls a domestic insurer cannot be consummated without the prior approval of the
domiciliary insurance regulator. There is no assurance that we will receive such approval from the respective
insurance regulator or that such approvals will not be conditioned in a manner that materially and adversely affects the
aggregate economic value and business benefits expected to be obtained and cause us to not complete the acquisition.
The Company performs thorough due diligence before agreeing to a merger or acquisition, however there is no
guarantee that the procedures we perform will adequately identify all potential weaknesses or liabilities of the target
company or potential risks to the consolidated entity.
There is also no guarantee that our recent acquisitions of Medmarc and Eastern, or acquisitions or businesses acquired
in the future will be successfully integrated. Ineffective integration of our businesses and processes may result in
substantial costs or delays and adversely affect our ability to compete. The process of integrating an acquired
company or business can be complex and costly, and may create unforeseen operating difficulties and expenditures.
Potential problems that may arise include, among other reasons, business disruption, loss of customers and employees,
the ineffective integration of underwriting, claims handling and actuarial practices, the increase in the inherent
uncertainty of reserve estimates for a period of time until stable trends reestablish themselves within the combined
organization, diversion of management time and resources to acquisition integration challenges, the cultural
challenges associated with integrating employees, increased operating costs, assumption of greater than expected
liabilities, or inability to achieve cost savings. Furthermore, claims may be asserted by either the policyholders or
shareholders of any acquired entity related to payments or other issues associated with the acquisition and merger into
the consolidated entity. Such claims may prove costly or difficult to resolve or may have unanticipated consequences.
If we are unable to maintain favorable financial strength ratings, it may be more difficult for us to write new business
or renew our existing business.
Independent rating agencies assess and rate the claims-paying ability and the financial strength of insurers based upon
criteria established by the agencies. Periodically the rating agencies evaluate us to confirm that we continue to meet
the criteria of previously assigned ratings. The financial strength ratings assigned by rating agencies to insurance
companies represent independent opinions of financial strength and ability to meet policyholder and debt obligations
and are not directed toward the protection of equity investors.
Our principal operating subsidiaries hold favorable claims paying ratings with A.M. Best, Fitch and Moody’s. Claims
paying ratings are used by agents and customers as an important means of assessing the financial strength and quality
of insurers. If our financial position deteriorates or the rating agencies significantly change the rating criteria that are
used to determine ratings, we may not maintain our favorable financial strength ratings from the rating agencies. A
downgrade or involuntary withdrawal of any such rating could limit or prevent us from writing desirable business.
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The following table, which includes both our investment in Syndicate 1729 as of January 1, 2014 and subsidiaries
acquired January 1, 2014, presents the claims paying ratings of our core insurance subsidiaries as of February 12,
2014.

Rating Agency (1)
A.M. Best
(www.ambest.com)

Fitch
(www.fitchratings.com)

Moody’s
(www.moodys.com)

ProAssurance Indemnity Company, Inc. A+ (Superior) A (Strong) A2
ProAssurance Casualty Company A+ (Superior) A (Strong) A2
ProAssurance Specialty Insurance Company,
Inc. A+ (Superior) A (Strong) NR

Podiatry Insurance Company of America A (Excellent) A (Strong) A2
PACO Assurance Company, Inc. A- (Excellent) A (Strong) NR
Noetic Specialty Insurance Company A (Excellent) A (Strong) NR
Medmarc Casualty Insurance Company A (Excellent) A (Strong) NR
Lloyd's Syndicate 1729 (2) A (Excellent) A+ (Strong) A+ (Strong)
Eastern Alliance Insurance Company A (Excellent) NR NR
Allied Eastern Indemnity Company A (Excellent) NR NR
Eastern Advantage Assurance Company A (Excellent) NR NR
Eastern Re Ltd., SPC A (Excellent) NR NR

(1) NR indicates that the subsidiary has not been rated by the listed rating agency.
(2) Rating provided is the rating applicable to all Lloyd's syndicates.
Four rating agencies evaluate and rate our ability to service current debt and potential debt. These financial strength
ratings reflect each agency’s independent evaluation of our ability to meet our obligation to holders of our debt, if any.
While these ratings may be of greater interest to investors than our claims paying ratings, these are not ratings of our
equity securities nor a recommendation to buy, hold or sell our equity securities.
Our business could be adversely affected by the loss or consolidation of independent agents, agencies, or brokers or
brokerage firms.
We depend in part on the services of independent agents and brokers in the marketing of our insurance products. We
face competition from other insurance companies for their services and allegiance. These agents and brokers may
choose to direct business to competing insurance companies.
Our success is dependent upon our ab
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