








And if you settle a case in which he did nothing wrong, then the consequences reverberate throughout 
the system. And these physicians in 1977 and 1978 were committed to the notion that that was not 
going to happen any longer.

We pay indemnity dollars today in fewer than 12 percent of the cases that are filed against our 
insureds. That means in 88 percent of the cases filed against our insureds, and in some states as high 
as 95 percent of the cases, end with the physician being totally exonerated and completely vindicated. 
Now, we have to spend millions of dollars to produce those results in terms of attorneys’ fees and costs. 
But in my view, that’s what the physician deserves—an option for vindication.

Today, that company has…the staying power to respond to the needs of its insureds when those 
needs arise. Frankly, it’s the most important legacy that that group of Alabama physicians have left 
for the physicians practicing today; that is, a company that’s financially stable and that will provide 
them a defense which offers them vindication when they deserve vindication.

TODAY, THAT COMPANY 

HAS…THE STAYING POWER 

TO RESPOND TO THE NEEDS 

OF ITS INSUREDS WHEN 

THOSE NEEDS ARISE.

Stan Starnes
Chief Executive Officer



O N O U R  A G E N T S …

Starnes: The agents who we are privileged to have represent us are, in every sense of the word, our partners. We have 

to depend on them to tell the ProAssurance story. We respect that relationship, and we will never impose arbitrary 

burdens on them in terms of quotas and those sorts of things. We want to equip them with everything they need to tell 

the ProAssurance story, because we think that when that story is told, we will be the preferred source of professional 

liability protection throughout the United States.

It’s a great opportunity for us. It’s a great opportunity for our agents. And it’s important that we have a partnership 

with our agents that lets us march down that road in a way that benefits both of us.

O N O U R  I N V E S T O R S …

Crowe: If we do a good job for our…policyholders, we’re going to do a good job for our shareholders. So there’s 

absolutely a common interest here. We’re here for the long run. The opportunities are going to become abundant, in 

my opinion, in the next five to ten years.

Starnes: We want our investors to share our commitment to our policyholders, to our customers. We want our investors 

to understand that we’re in a long-term business…that we think is attractive to long-term investors. And if you look at what 

Dr. Crowe did over the last thirty years, you will see that it’s been a very good place for long-term investors to be. We intend 

to continue that rich tradition on the part of the company toward its investors.

We also continue to seek opportunities that will enable us to provide the sorts of returns to those investors that 

they’ve enjoyed since the company went public in 1991. We’re probably not a place for a short-term investor; that’s not 

the nature of this business. But we’ve had lots of shareholders who have been with us for lots and lots of years. And for 

those shareholders, this has been an exceptionally good place to be.

One of the things of which I am the proudest is that there’s very much an identity of interest between our 

policyholders and our shareholders. And indeed, many of our policyholders are also our shareholders.

O N O U R  E M P L O Y E E S …

Starnes: Our employees are the most important resource our company has. You know, we don’t have patents on what 

we do. We don’t have trademarks on what we do. Our assets are our people. And the way we leverage those assets are by 

having people committed to the whole notion of customer service. We want to ramp that up and every year take it to a 

higher level than it had the year before. Because that’s the only reason we’re there, is to provide service to that physician 

when he needs it.

Our employees must understand, from the top down, that every time we have an encounter with a physician, that’s 

an opportunity to demonstrate how much that physician means to us.



A L E G A C Y O F  S E C U R I T Y

Starnes: An insurance policy is simply a piece of paper, and it has no worth until the physician 
is sued and needs a defense; or, until a judgment is returned against him and it needs to be paid. 
It may be years after the physician bought this piece of paper before any of these things occur. The 
only assurance the physician finds in that piece of paper is the financial strength of the company 
that issued it, that wrote the insurance policy. So it is of extraordinary importance, if the company is 
going to deliver on its promises to the physician, that the company remains financially strong. The 
world of insurance is littered with the corpses of companies that did not do that.
Crowe: From the very beginning, we’ve had a total dedication and orientation around the desires of 
the physicians. We have maintained that over the years…it’s what ProAssurance is—it’s a definition of 
who we are.
Starnes: Dr. Crowe is exactly right. The core of what the company has been is the involvement of 
physicians. And even today, we do not make any major decisions in any segment of our operations 
without physician involvement. Everything we do at ProAssurance is informed by physicians; we 
remain as committed to them as that small group of Alabama physicians were in 1975.

M A D E P O S S I B L E  B Y G R O W T H

Crowe: The insurance industry is run on ratios, capital to premiums, capital to reserves, etc. Our 
well-being depends upon our financial rating…so we began to look at the possibility of converting 
from a mutual company to a stock company, specifically so we could raise additional capital. At the 
same time, we were also looking nationwide, and we saw several companies beginning to get into 
a little difficulty. We felt like there was going to be a roll-up in this industry. For those reasons, we 
decided to demutualize, and in fact, we did in 1991.
Starnes: Looking back on it, it was the correct decision because it gives us the flexibility and the 
capital we need in order to continue to be there for the physicians we serve.

Because we’re a public company with access to capital, we are not as vulnerable to the vagaries of 
the marketplace as some of the mutual companies have been historically.



Starnes: By becoming a public company, ProAssurance has been able, through thirteen mergers and 
acquisitions, to diversify its geographical base. And those mergers and acquisitions—that geographical 
diversity—gives us additional safety.

I think the next four or five years are going to be a very exciting and very challenging time. 
We’re in a soft market today [and] soft markets have produced the demise of insurance companies 
who are not financially strong, so I think you’ll continue to see consolidation within the industry. 
We at ProAssurance are going to be very opportunistic in that regard, attentive to those acquisition 
opportunities that make sense for us.

My own view is that bigger changes are likely to emerge from the ongoing health care debate 
in this country. Part of that action may well include changes to the professional liability arena, and 
those changes could indeed produce extraordinary changes in what we are doing and the way we run 
our business. We obviously have to be attuned to that. We have to be nimble enough to protect our 
policyholders, as well as our shareholders, through all those changes.

E N S U R I N G A  S O L I D  F U T U R E

Crowe:  I’ve been in the business thirty years, and I’ve seen a lot of mistakes made. I’ve seen a company 
get in trouble because of bad investments and go out of business. I’ve seen companies get in trouble 
because of mishandling claims and go out of business. But the most frequent trouble that companies get 
into comes from their willingness to underwrite anything in their zeal to grow the top line.

I’ve known Stan for a long time. I’ve always known that he was the one that should replace me. He’s an 
outstanding thinker. He looks at a situation [and] thinks through the process thoroughly. So I felt like, going 
forward, he would be better for this company than I would be, to make it short and simple and sweet.

O N T H E  T R A N S I T I O N …

Crowe: I’ve been in the business for thirty years, and I honestly didn’t think I’d retire until I was about 75; but things 
happened. I had a 70th birthday; I was not enjoying it as much as I did when I was a younger man. And I thought that I 
saw changes coming and I need to find someone who can adapt, who can look at it differently.

I’ve known Stan for a long time. I’ve always known that he was the one that should replace me. He’s an outstanding 
thinker. Given the issues ahead of us, I felt like he would be better for this company than I would be.
Starnes: Dr. Crowe first mentioned it to me last April, and I was shocked. I had known him very well since 1978. He and I 
worked together on almost a daily basis during that entire period; we became very close personal friends. I always figured…he 
would be the CEO of ProAssurance until he was 80 years old; and second, I figured he would come to my funeral. So it really 
never occurred to me that I would become the CEO when he decided that it was time for him to step aside.

And notice that I did not say that I would take his place, because nobody will take his place, ever. What he’s done with 
that company over the last thirty years is phenomenal. And it’s just now beginning to be appropriately recognized. So while he 
has retired, and there’s been the transition from him to me, as long as I’m there, he will continue to cast a very large shadow.

He’s taught the rest of us how it ought to be done when it’s time for one to step aside from the role he played. And he’s 
just been extraordinary at it. The transition has been as graceful and elegant as the thirty years he spent with the company.



growth to see whether it’s a result of healthy, disciplined pricing or is it the result of irrational pricing. If it’s 
the latter, then you cannot hope to attain any sort of bottom line growth. And indeed, your bottom line 
growth will be put in jeopardy, and the existence of your company will be put in jeopardy.

We have to be disciplined in terms of the risks that we underwrite. We have to be disciplined in 
terms of the premium that we charge. It can be intoxicating when you look out there and see all the 
opportunities to add market share if you’ll simply reduce your premiums. But that’s a temptation that 
must be avoided at all costs if you’re going to be there for your policyholders just a few years from now. 
So we need to be very disciplined in terms 
of maintaining fidelity to those principles 
that have gotten us to where we are today; 
we will continue to price our product in 
order to deliver what our product promises. 
We’re not going to change our business 
practices just to try to chase the false allure 
of market share.

The most important thing we can offer 
to our policyholders is a capital base that 
will withstand whatever the economy and 
whatever the vagaries of this industry throw 
at us. It’s that sound capital base which 
enables us to be there tomorrow for our 
shareholders. We want to make the appro-
priate use of that capital. We want to make 
sure the capital is employed correctly for our 
shareholders. We have the financial strength 
and stability to see ourselves through the 
vagaries of the soft market and to take 
advantage of the opportunities of the hard 
market. And we’re going to operate our 
company with discipline, and we’re going to 
operate our company with diversity in a way 
that will enable us to continue to provide very  
beneficial returns for our shareholders.

O U R  C L A I M S  P H I L O S O P H Y  A N D  T H E  F U T U R E …

Starnes: The claims philosophy of ProAssurance is very straight-
forward. If the physician did not breach the standard of care or if a 
physician did not cause any injury or harm to his patient, then we 
want to defend that case to the full extent that the law allows. If a 
physician has breached the standard of care, which has caused injury or 
death to his patient, then we want to settle that case as quickly as we can.

None of us know the changes that are coming in health care. But 
one change that is certain to come is greater transparency between 
what a physician does with the professional liability claim and the 
public’s ability to learn the results of that claim. The whole world’s 
going to see what happens to that claim. And the truth of the matter 
is, when the general public sees that a physician has settled a claim, 
the feeling is that the physician must have done something wrong. 
That’s only human nature and, in fact, it usually indicates just that.

What we, as a company, have an opportunity to do in this world 
of greater transparency is extend to others our ability to offer them 
vindication. We price our product in order to afford the physician 
that opportunity—in order to enable us to withstand the risk of 
the trial. Most companies don’t do that. Most professional liability 
insurance companies today, very subtly and very overtly, from the 
moment the lawsuit comes in the door, attempt to get the physician 
to settle the lawsuit even when he didn’t do anything wrong.

Starnes: It’s important to recognize that 
healthy top line growth is important, and 
over the long term, it’s essential. But I em-
phasize the word “healthy” top line growth. 
Healthy top line growth comes from a 
policy that is fairly priced. But growth 
can jeopardize your bottom line. So that’s 
why it’s very important to analyze top line 
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STOCK PRICE PERFORMANCE
You may use the following information to compare the market value of our Common Stock with other public companies and public companies in
the insurance industry. The graph sets forth the cumulative total stockholder return of our stock during the five years ended December 31, 2007,
as well as the cumulative total stockholder return of overall stock market index (the Russell 2000) and a peer group index (the SRR NL Property &
Casualty Insurance Index) for the five years ended December 31, 2007. All cumulative return data assumes the reinvestment of dividends.
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4 = Nominating and Corporate 
     Governance Committee
C = Chairman

M = Management,
Non-Independentt

I = Independentt



There were 32,099,947 shares of ProAoo ssurance AA Corporation
common stock outstanding at March 15, 2008. On that date, 
we had 3,872 stockholders of record. Our common stock trades
on The New York Stock Exchange under the symbol PEE RA. Our
stock is listed as ProAoo sr in the stock section of AA USA Today andy
many major newspapers, and as ProAoo ssurance inAA  The Wall Street 
Journal.ll We also post the price of our stock on our website,WW
www.ProAoo ssurance.com.AA

YOUR SHARES

If you hold your shares through a brokerage account, your 
broker or a customer service representative at that firm should
be able to answer questions about your holdings.

If you hold your shares in certificate form, or have shares
held in direct registration (DRS), you may contact our transfer
agent, BNYMYY ellon Shareowner Services, for address changes,
transfer of certificates, and replacement of share certificates 
that have been lost or stolen.

You may reach BNYMYY ellon Shareowner Services in a 
variety of ways:

IF YOU STILL HOLD SHARES OF PHYSICIANS INSURANCE  

COMPANY OF WISCONSIN (PIC Wisconsin) stock, you shouldWW
act quickly to convert your PIC Wisconsin shares into shares of WW
ProAoo ssurance. Please phone our AA Investor Relations departmentRR
for assistance. 

CORPORATE GOVERNANCE AND COMPLIANCE WITH REGULATORY 

AND NEW YORK STOCK EXCHANGE REQUIREMENTS

We post detailed information in the WW Corporate Governance and 
Investor Relations sections of our website, www.ProRR Aoo ssurance.com.AA

Our Board of Directors has adopted a policy regarding 
determination of director independence, including categorical 
standards to assist in determining independence. These are 

I N V E S T O R  I N F O R M AT I O N

published in our proxy statement which is mailed to 
stockholders and filed with the Securities and Exchange EE Commission
(the “SEC”). Our filings with the SEC are available in the Investor
Relations section of our website, and from the RR EDGAR section of R
the SEC’s website, www.sec.gov/edgar.shtml.

Our Board of Directors has adopted charters for our Audit,AA
Compensation, and Nominating/Corporate Governance Commit-
tees. In addition the Board has established and adopted Corporate 
Governance Principles and a Code of Ethics and EE Conduct. We make WW
these documents, and other information such as committee compo-
sition and leadership, director independence, and stock ownership 
guidelines available in the Governance section of our website.

Our Chairman and then Chief Executive Officer, A. Derrill 
Crowe, M.D., submitted the required Section 12(a) CEO
Certification to The New York Stock Exchange in a timely mannerEE
on June 8, 2007. Additionally, we have been timely in the filing AA
of CEO/CFO certifications as required in Section 302 of the 
Sarbanes-Oxley Act. These certifications are published as exhibits AA
in our Form 10K filed with theK SEC on February 28, 2008.

INVESTOR RELATIONS

The Investor Relations section of our website also contains RR
detailed financial information, SEC filings, the latest news
releases about the Company, and our latest presentation
materials. We also maintain an archive of this material, WW
although you should realize that archived information, by its 
very nature, may no longer be accurate.

OBTAIN ING INFORMATION DIRECTLY FROM PROASSURANCE

Any of the documents mentioned above may be obtained
from our Communications and Investor Relations RR Department
using one of the contact methods below:

E-mail   Mail
Investor@ProAoo ssurance.com   ProAA Assurance Corporation
    Investor Relations & RR Communications
Phone or Fax

                 P.O. Box 590009   
Phone: (205) 877-4400 

  Birmingham, AL  35259-0009
(800) 282-6242
Fax: (205) 802-4799

ANNUAL MEETING

The 2008 Annual AA Meeting is scheduled for 10:00 AM CDT on
Wednesday, WW May 21, 2008 at the headquarters of ProAoo ssurance AA
Corporation, 100 Brookwood Place, Birmingham, Alabama 35209.AA

Phone
(800) 851-9677
(201) 680-6578

Hearing Impaired
(800) 231-5469 
(201) 680-6610

Internet information about your account
www.bnymellon.com/shareowner/isd

General information about Mellon
www.bnymellon.com 

Mail
BNYMYY ellon Shareowner Services
480 Washington BoulevardWW
Jersey City, NJ 07310-1900N

P.O. Box 358015 
Pittsburgh, PAPP . 15252-8015
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