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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)

v Quarterly report pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the quarterly period ended June 30, 2018 or

“Transition report pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the transition period from to

Commission file number 0-16533

ProAssurance Corporation

(Exact Name of Registrant as Specified in Its Charter)

Delaware 63-1261433
(State or Other Jurisdiction of e
Incorporation or Organization) (IRS Employer Identification No.)
100 Brookwood Place, Birmingham, AL 35209

(Address of Principal Executive Offices) (Zip Code)

(205) 877-4400

(Registrant’s Telephone Number, (Former Name, Former Address, and Former

Including Area Code) Fiscal Year, if Changed Since Last Report)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes y No ~
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate web site, if any,
every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of
this chapter), during the preceding 12 months (or for such shorter period that the registrant was required to submit and
post such files). Yes y No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
smaller reporting company, or an emerging growth company. See the definitions of "large accelerated filer,"
"accelerated filer," "smaller reporting company," and "emerging growth company" in Rule 12b-2 of the Exchange
Act. (Check one):

Large accelerated filer y Accelerated filer

Non-accelerated filer " (Do not check if a smaller reporting company) Smaller reporting company

Emerging growth company

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act. ~

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange

Act). Yes " Noy

As of July 31, 2018, there were 53,618,980 shares of the registrant’s common stock outstanding.
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Glossary of Terms and Acronyms

When the following terms and acronyms appear in the text of this report, they have the meanings indicated below.

Term
AOCI
ASU
BEAT
Board
BOLI
Council of Lloyd's
DPAC
Eastern Re
EBUB
FAL
FASB
FHLB
FHLMC
FNMA
GAAP
GNMA
HCPL
IBNR
Inova Re
IRS
LIBOR
LLC
Lloyd's
LP

LPT
Medical technology liability
NAIC
NAV
NOL
NRSRO
NYSE
OCI
OTTI
PCAOB

Meaning

Accumulated other comprehensive income (loss)
Accounting Standards Update

Base erosion anti-abuse tax

Board of Directors of ProAssurance Corporation
Business owned life insurance

The governing body for Lloyd's of London
Deferred policy acquisition costs

Eastern Re, LTD, S.P.C.

Earned but unbilled premium

Funds at Lloyd's

Financial Accounting Standards Board

Federal Home Loan Bank

Federal Home Loan Mortgage Corporation
Federal National Mortgage Association

Generally accepted accounting principles in the United States of America
Government National Mortgage Association
Healthcare professional liability

Incurred but not reported

Inova Re, LTD, S.P.C.

Internal Revenue Service

London Interbank Offered Rate

Limited liability company

Lloyd's of London market

Limited partnership

Loss portfolio transfer

Medical technology and life sciences products liability
National Association of Insurance Commissioners
Net asset value

Net operating loss

Nationally recognized statistical rating organization
New York Stock Exchange

Other comprehensive income (loss)
Other-than-temporary impairment

Public Company Accounting Oversight Board

Revolving Credit Agreement ProAssurance's $250 million revolving credit agreement

ROE
SAP
SEC
SPA
SPC
Specialty P&C
Syndicate 1729

2

Return on equity

Statutory accounting principles
Securities and Exchange Commission
Special Purpose Arrangement
Segregated portfolio cell

Specialty Property and Casualty
Lloyd's of London Syndicate 1729
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Term
Syndicate 6131

Syndicate Credit
Agreement
TCJA

UK.

VIE
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Meaning
Lloyd's of London Syndicate 6131, a Special Purpose Arrangement with Lloyd's of London
Syndicate 1729

Unconditional revolving credit agreement with the Premium Trust Fund of Syndicate 1729

Tax Cuts and Jobs Act H.R.1 of 2017
United Kingdom of Great Britain and Northern Ireland
Variable interest entity
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Caution Regarding Forward-Looking Statements

Any statements in this Form 10-Q 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 significant risks,
assumptions 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 10-Q that are identified as giving our outlook on future business.
Forward-looking statements relating to our business include among other things: statements concerning future
liquidity and capital requirements, investment valuation and performance, return on equity, financial ratios, net
income, premiums, losses and loss reserve, 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 insurance entities providing coverages now offered by ProAssurance
which could remove or add sizable numbers of insureds from or to the private insurance market;

changes in the interest and tax rate environment;

resolution of uncertain tax matters and changes in tax laws, including the impact of the TCJA;

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
FASB, the SEC, the PCAOB or the NYSE that may affect our business;

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

the effect on our insureds, particularly the insurance needs of our insureds, and our loss costs, of changes in the
healthcare delivery system and/or changes in the U.S. political climate that may affect healthcare policy or our
business;

consolidation of our insureds into or under larger entities which may be insured by competitors, or may not have a
risk profile that meets our underwriting criteria or which may not use external providers for insuring or otherwise
managing substantial portions of their liability risk;

uncertainties inherent in the estimate of our loss and loss adjustment expense reserve and reinsurance recoverable;
changes in the availability, cost, quality or collectability of insurance/reinsurance;

the results of litigation, including pre- or post-trial motions, trials and/or appeals we undertake;

effects on our claims costs from mass tort litigation that are different from that anticipated by us;

allegations 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;
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changes in the business or competitive environment may limit the effectiveness of our business strategy and impact
our revenues;
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our ability to retain and recruit senior management;

the availability, integrity and security of our technology infrastructure or that of our third-party providers of
technology infrastructure, including any susceptibility to cyber-attacks which might result in a loss of information or
operating capability;

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;

guaranty funds and other state assessments;

our ability to achieve continued growth through expansion into new markets 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 laws 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 or key agents; increased operating costs or inability
to achieve cost savings; and assumption of greater than expected liabilities, among other reasons.

Additional risks, assumptions and uncertainties that could arise from our membership in the Lloyd's market and our
participation in Lloyd's Syndicates 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%, but can be increased by Lloyd's;

Syndicate operating results can be affected by decisions made by the Council of Lloyd's which the management of
Syndicate 1729 and Syndicate 6131 have little ability to control, such as a decision to not approve the business plan of
Syndicate 1729 or Syndicate 6131, or a decision to increase the capital required to continue operations, and by our
obligation to pay levies to Lloyd's;

Lloyd's insurance and reinsurance relationships and distribution channels could be disrupted or Lloyd's trading
licenses could be revoked making it more difficult for a Lloyd's Syndicate to distribute and market its products;
rating agencies could downgrade their ratings of Lloyd's as a whole; and

Syndicate 1729 and Syndicate 6131 operations are dependent on a small, specialized management team and the loss
of their services could adversely affect the Syndicate’s business. The inability to identify, hire and retain other highly
qualified personnel in the future, could adversely affect the quality and profitability of Syndicate 1729’s or Syndicate
6131's business.

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 our Form 10-K and other
documents we file with the SEC, such as our current reports on Form 8-K and our regular reports on Form 10-Q.

We caution readers not to place 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.
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ProAssurance Corporation and Subsidiaries
Condensed Consolidated Balance Sheets (Unaudited)
(In thousands, except share data)

Assets

Investments

Fixed maturities, at fair value; cost or amortized cost, $2,178,066 and $2,257,188,
respectively

Equity investments, at fair value; cost, $474,306 and $425,942, respectively
Short-term investments

Business owned life insurance

Investment in unconsolidated subsidiaries

Other investments, $33,020 and $52,301 at fair value, respectively, otherwise at cost or
amortized cost

Total Investments

Cash and cash equivalents

Premiums receivable

Receivable from reinsurers on paid losses and loss adjustment expenses
Receivable from reinsurers on unpaid losses and loss adjustment expenses
Prepaid reinsurance premiums

Deferred policy acquisition costs

Deferred tax asset, net

Real estate, net

Intangible assets, net

Goodwill

Other assets

Total Assets

Liabilities and Shareholders' Equity

Liabilities

Policy liabilities and accruals

Reserve for losses and loss adjustment expenses

Unearned premiums

Reinsurance premiums payable

Total Policy Liabilities

Other liabilities

Debt less debt issuance costs

Total Liabilities

Shareholders' Equity

Common shares, par value $0.01 per share, 100,000,000 shares authorized, 62,986,474 and

62,824,523 shares issued, respectively

Additional paid-in capital

Accumulated other comprehensive income (loss), net of deferred tax expense (benefit) of
($4,027) and $5,218, respectively

Retained earnings

Treasury shares, at cost, 9,367,545 shares and 9,367,502 shares, respectively

Total Shareholders' Equity

Total Liabilities and Shareholders' Equity

June 30,
2018

$2,155,693

496,026
212,945
63,017

390,214

35,909

3,353,804
66,715
279,645
10,035
324,168
50,478
52,193
18,196
31,316
79,864
210,725
106,325
$4,583,464

$2,078,817
421,065
51,569
2,551,451
169,126
288,271
3,008,848

630
383,001
(16,143

1,625,137
(418,009
1,574,616
$4,583,464

December
31,
2017

$2,280,242

470,609
432,126
62,113

330,591

110,847

3,686,528
134,495
238,085
7,317
335,585
39,916
50,261
9,930
31,975
82,952
210,725
101,428
$4,929,197

$2,048,381
398,884
37,726
2,484,991
437,600
411,811
3,334,402

628
383,077

) 14,911

1,614,186

) (418,007 )

1,594,795
$4,929,197

10
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ProAssurance Corporation and Subsidiaries
Condensed Consolidated Statements of Changes in Capital (Unaudited)

(In thousands)

Balance at December 31, 2017
Cumulative-effect adjustment-

ASU 2016-01 adoption*
Cumulative-effect adjustment-

ASU 2018-02 adoption*

Common shares issued for compensation
and effect of shares reissued to stock
purchase plan

Share-based compensation

Net effect of restricted and performance
shares issued

Dividends to shareholders

Other comprehensive income (loss)

Net income

Balance at June 30, 2018

Balance at December 31, 2016
Cumulative-effect adjustment-

ASU 2016-09 adoption

Common shares issued for compensation
and effect of shares reissued to stock
purchase plan

Share-based compensation

Net effect of restricted and performance
shares issued

Dividends to shareholders

Commo

Stock

$ 628

Commo
Stock

$ 627

nAdditional
Paid-in
Capital
$383,077

1,316

2,479
(3,871 )

$383,001

nAdditional
Paid-in
Capital
$376,518

425

1,876

6,092
(5,324 )

Accumulated

Other Retained
Comprehensive Earnings
Income (Loss)

$ 14911 $1,614,186
— 8,334
3,416 (3,416

— (34,246
(34,470 ) —

— 40,279

$ (16,143 ) $1,625,137
Accumulated

Other Retained

Comprehensive Earnings
Income (Loss)
$ 17,399

(276

$1,824,088

)

)

)

Treasury

Stock Total

$(418,007) $1,594,795
8,334

2 ) 1,314

2,479
(3,869 )

(34,246 )
(34470 )
40,279
$(418,009) $1,574,616

Treasury

Stock Total

$(419,930) $1,798,702
149

2 1,878

6,092
(5,323 )
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