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NORCAL Group to be Acquired by ProAssurance
BIRMINGHAM, AL - (BUSINESSWIRE) - February 20, 2020 - ProAssurance Corporation (NYSE: PRA) and
NORCAL Group (NORCAL) announced today the signing of a definitive agreement under which NORCAL
would become a part of ProAssurance in a $450 million transaction following the demutualization of
NORCAL Mutual Insurance Company (NORCAL Mutual), NORCAL's ultimate controlling party. The
demutualization and the acquisition agreement are mutually contingent, and are subject to required regulatory
and policyholder approvals. Based on available estimates of premium, the combination of these companies is
expected to create the nation's third largest specialty writer of liability insurance for healthcare professionals
and facilities. The companies are targeting to close the transaction by the end of 2020, subject to required
approvals.
This transaction is expected to deliver multiple strategic and financial benefits, including enhancements to scale
and capabilities, access to the high-quality California physicians market at a time when the healthcare
professional liability market is starting to harden, and an expected $18 million in pre-tax synergies. These
synergies will consist of corporate and back-office expenses, staffing, and other cost areas such as technology
and real-estate, along with consolidation of reinsurance and investments. We anticipate the transaction will be
accretive to earnings in the second year of ownership, and generate highly attractive returns to shareholders
over the longer term as well.
"Bringing together these two great organizations provides ProAssurance and NORCAL with a transformational
opportunity to enhance the services we can deliver to our customers and distribution partners, while creating
significant long-term value for ProAssurance shareholders," said Ned Rand, President and Chief Executive
Officer of ProAssurance. "Much like ProAssurance's predecessors, NORCAL was founded by physicians in the
1970’s to serve the professional liability insurance needs of physicians. NORCAL's history and physicianfocused culture make it a perfect fit for the ProAssurance family."
Rand continued, "For over 40 years, ProAssurance and its predecessors have navigated the peaks and valleys of
the long cycle characteristic of our businesses. This announcement serves as an example of what we have
always believed: it is during the most challenging stages of the long cycle that the greatest opportunities arise."
Scott Diener, President and Chief Executive Officer of NORCAL, said, "We are thrilled to be partnering with
ProAssurance. Given today’s challenging healthcare environment, both organizations will benefit significantly
from the formation of this enhanced company. Combining with ProAssurance brings tremendous strategic
value to NORCAL through increased financial strength, access to new and innovative products for
policyholders, and the increased scale of our core services and data analytics. The completion of this
transaction will enhance and expand NORCAL's ability to serve its customers in the highly competitive MPL
industry as we strive to carry out our mission."
Mike Boguski, President of ProAssurance's Specialty Property & Casualty division, added, "This transaction is
an exciting combination of healthcare professional liability industry leaders. Strategically, this combination
provides us with a national platform, geographic diversification, deep penetration in the physician market, best
in class talent, and access to high quality distribution partnerships. We look forward to working with the
exceptional employees and distribution partners at NORCAL to create a premier organization to serve the
evolving healthcare market on a national basis."
The Boards of Directors for both companies have unanimously approved the transaction, which now requires
the approval of NORCAL Mutual policyholders and appropriate state and federal regulators. Eligible
NORCAL Mutual policyholders will be asked to vote on the Plan of Conversion and at the same time will be
asked to select how they will be compensated for their mutual company interest in NORCAL Mutual. Under
the terms of the agreement, NORCAL Mutual's demutualization will be followed by a tender offer from
ProAssurance to purchase the stock of the demutualized company. ProAssurance will pay a base consideration
of $450 million in cash, with a contingent consideration of up to $150 million should ultimate loss estimates as
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of the acquisition date develop favorably. In addition, NORCAL will have the opportunity to nominate two
individuals to new seats on the ProAssurance Board.

Transaction Advisors
ProAssurance is being advised in this transaction by Goldman Sachs & Co., LLC and the law firms of Burr &
Forman, LLP and Sidley Austin, LLP. NORCAL is being advised by Waller Helms Advisors and the law firms of
Mayer Brown, LLP, and McDermott Will & Emery, LLP.

Conference Call Information
ProAssurance will discuss the broad details and benefits of the transaction to both organizations in addition to
ProAssurance’s full results for the quarter and year ended December 31, 2019 during the previously announced
conference call scheduled for Friday, February 21, 2020 at 10:00 AM ET. US-based investors are invited to
participate by phone by dialing (888) 349-0134 (toll free), Canadian investors may dial (855) 669-9657 (toll free),
and international investors may dial (412) 317-5145. The conference call will also be webcast through the
Investor Relations section of ProAssurance.com. A telephone replay of the call will be available through at least
February 21, 2021 using access code 10138526. Investors in the United States may dial (877) 344-7529 (toll
free), Canadian investors may dial (855) 669-9658 (toll free), and international investors may dial (412)
317-0088. A replay will be available on the internet through at least February 21, 2021 at ProAssurance.com.
ProAssurance will make a podcast of the call available on its website and on iTunes.

About ProAssurance
ProAssurance Corporation is an industry-leading specialty insurer with extensive expertise in healthcare
professional liability, products liability for medical technology and life sciences, legal professional liability,
and workers’ compensation insurance.
The Company is recognized as one of the top performing insurance companies in America by virtue of
our inclusion in the Ward’s 50 for thirteen consecutive years. ProAssurance Group is rated “A+” (Superior)
by A.M. Best; ProAssurance and its operating subsidiaries are rated “A” (Strong) by Fitch Ratings. For the
latest on ProAssurance and its industry-leading suite of products and services, cutting edge risk
management and practice enhancement programs, follow @ProAssurance on Twitter or LinkedIn.
ProAssurance’s YouTube channel regularly presents thought provoking, insightful videos that communicate
effective practice management, patient safety and risk management strategies.

About NORCAL Group
The NORCAL Group of companies provide medical professional liability insurance, risk management
solutions and provider wellness resources to physicians, healthcare extenders, medical groups, hospitals,
community clinics, and allied healthcare facilities throughout the country. They share an AM Best
“A” (Excellent) rating for their financial strength and stability. NORCAL Group includes NORCAL Mutual
Insurance Company and its affiliated insurance companies.

Caution Regarding Forward-Looking Statements
Statements in this news release that are not historical fact or that convey our view of future business, events or
trends are specifically identified as forward-looking statements. Forward-looking statements are based upon our
estimates and anticipation of future events and highlight significant risks, assumptions and uncertainties that
could cause actual results to vary materially from our expected results. We expressly claim the safe harbor
provisions of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities
Exchange Act of 1934, as amended, for any forward-looking statements in this news release. Forward-looking
statements represent our outlook only as of the date of this news release. Except as required by law or
regulation, we do not undertake and specifically decline any obligation to publicly release the result of any
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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.
Forward-looking statements are generally 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. When we address topics such as
liquidity and capital requirements, the value of our investments, 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
similar matters, we are making forward-looking statements.
Risks that could adversely affect the proposed merger of NORCAL into ProAssurance include, but are not
limited to, the following:
the business of NORCAL and ProAssurance may not be combined successfully, or such combination
may take longer to accomplish than expected;
the cost savings from the merger may not be fully realized or may take longer to realize than expected;
operating costs, customer loss and business disruption following the merger, including adverse effects
on relationships with employees, may be greater than expected;
governmental approvals of the merger may not be obtained or adverse regulatory conditions may be
imposed in connection with governmental approvals of the merger;
there may be restrictions on our ability to achieve continued growth through expansion into other
states or through acquisitions or business combinations;
the Board of Directors of NORCAL may withdraw its recommendation and support a competing
acquisition proposal;
regulatory approval for the Plan of Conversion ("Plan") may be conditioned on making changes to the
Plan that could adversely affect our ability to successfully complete the tender offer;
policyholders of NORCAL may fail to approve the demutualization, and;
the number of NORCAL shareholders agreeing to sell their demutualized shares pursuant to the
tender offer may be insufficient to complete the transaction.
The following important factors are among those that could affect the actual outcome of other 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, including the impact of Brexit;
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 laws or government regulations regarding financial markets or market activity that may
affect 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;
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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;
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 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;
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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.
Additional risk factors that may cause outcomes that differ from our expectations or projections are described
in various documents filed by ProAssurance Corporation with the Securities and Exchange Commission, such
as current reports on Form 8-K, and regular reports of Forms 10-Q and 10-K, particularly in "Item 1A, Risk
Factors".
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.
#####

February 20, 2020

Acquisition of NORCAL

Stronger, Better Positioned HCPL
Specialty Insurer

IMPORTANT SAFE HARBOR & NON-GAAP NOTICES
Forward Looking Statements
This presentation contains Forward Looking Statements and other information designed to convey our projections and
expectations regarding future results.

There are a number of factors which could cause our actual results to vary materially from those projected in this
presentation. The principal risk factors that may cause these differences are described in various documents we file with
the Securities and Exchange Commission, such as our Current Reports on Form 8-K, and our regular reports on Forms
10-Q and 10-K, particularly in “Item 1A, Risk Factors.” Please review this presentation in conjunction with a thorough
reading and understanding of these risk factors.

Non-GAAP Measures
This presentation contains Non-GAAP measures, and we may reference Non-GAAP measures in our remarks and
discussions with investors.
The primary Non-GAAP measure we reference is Non-GAAP operating income, a Non-GAAP financial measure that is
widely used to evaluate performance within the insurance sector. In calculating Non-GAAP operating income, we have
excluded the after-tax effects of net realized investment gains or losses and guaranty fund assessments or
recoupments that do not reflect normal operating results. We believe Non-GAAP operating income presents a useful
view of the performance of our insurance operations, but should be considered in conjunction with net income
computed in accordance with GAAP. A reconciliation of these measures to GAAP measures is available in our regular
reports on Forms 10-Q and 10-K and in our latest quarterly news release, all of which are available in the Investor
Relations section of our website, Investor.ProAssurance.com.rd PRA disclaimer
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Overview of NORCAL Group
NORCAL Group Overview

Select NORCAL Group Companies
 Established in 1975 as a policyholderowned and physician directed medical
professional liability insurance carrier

 NORCAL is one of the leading providers of medical
professional insurance companies in the country with
more than 32,000 insured physicians
 Created during California’s medical malpractice crisis
in 1975, NORCAL has been committed to healthcare
providers and their insurance needs for 45 years

 NORCAL Group’s surplus lines carrier,
focusing on providing flexible coverage
options that address the unique needs of
complex accounts

 Licensed in 49 states and D.C., with the ability to
write in New York through PPM RRG
 Headquartered in San Francisco, CA with four
regional offices (FL, KS, PA & TX)
MPL Premiums
Written By Geography

 PPM is the only anesthesia-specific
medical professional liability insurance
carrier in the nation. Established in 1987,
PPM insures anesthesiologists in 40
states

MPL Premiums By
Line of Business
Other HCP
$5m

Hospitals
$1m

Facilities
$3m

Key Statistics
Employees

Insured Physicians

TX
5%

IL
7%

~300

CA
31%

Other
34%

PA
11%

FL
12%

Physicians
$333m

2019 Estimated Direct Premiums Written
(DPW)

~32,000

~$370mm

Total 2018 DPW: $342mm

Source: Company website, 2018 NAIC filings for all MPL lines
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Stronger, Better Positioned HCPL Specialty
Insurer1
1

Enhanced Scale and Capabilities

9 Positions company as #3 player in the industry
9 Enhances ProAssurance’s HCPL business: adds additional scale, capabilities and strong California presence
9 Ability to underwrite larger risks from integrated systems with national footprint
2

Product, Customer, & Geographic Diversification

9 Premier HCPL insurer with nationwide presence

9 Expanded product capabilities with broader geographic scale and efficiencies to address varying client needs (e.g. SPC / ART)
9 High touch model that drives retention using common distribution channels
3

Conservatively Priced and Financed Transaction

9 Attractive purchase price; modest impact to tangible book value per share
9 Additional consideration contingent on favorable reserve development relative to our expectation
9 Financed with a combination of excess capital and incremental debt initially via revolver and / or contribution certificates
4

Value Creation for Customers and All Key Stakeholders

9 Scaled platform to produce strong results driven by disciplined underwriting
9 Clear path to achieving identified expense synergies
9 Facilitates EPS / and ROE accretive transaction beginning in 2022, with meaningful accretion thereafter
5

Strong Strategic Alignment and Rationale

9 A shared commitment to the HCPL industry, provision of affordable coverage and the defense of physicians
9 Best in class talent supporting true nationwide platform

9 Adds attractive customer base and distribution at a time when the HCPL market is beginning to harden
¹ HCPL refers to healthcare professional liability.
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NORCAL Acquisition Transaction Details
Transaction

 ProAssurance will purchase all of the outstanding stock of NORCAL Group following the
demutualization

 $450 million in cash, expected to be funded by $200 million in debt and $250 million of
excess capital¹
 Up to $150 million of additional consideration contingent on favorable reserve development
Consideration
relative to our expectation for accident years 2020 and prior
— Measurement at December 31, 2023, with a single payment to be made by June 30, 2024
(if applicable)

Process

Financial
Impact

Timing and
Approvals

 Transaction involves a 2-step process:
1 Demutualization and policyholder choice of consideration (immediate cash at 50% of third
—
party appraisal value, stock in the new entity, 10 year contribution certificate at 100% of
appraisal value)
2 Tender offer for the shares of policyholders that selected stock in the new entity in step 1
—
at the transaction consideration
 The demutualization and the acquisition agreement are mutually contingent, and are subject
to required regulatory and policyholder approvals
 Transaction is expected to be:
— Accretive to EPS in 2022 as results / synergies are phased-in
— Substantially accretive to EPS in 2023 and beyond
 Significant identified synergies over $18mm pre-tax
 Expect modest impact on TBVPS and accretive over time
 Customary regulatory approvals, including California Department of Insurance
 Targeted closing by year-end 2020

¹ Final consideration mix may be a function of policyholder election of proceeds.
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1
2

Combination Creates the #3 HCPL Insurer
in the U.S.

$ 1,800

Pro Forma Top Ten Market Share by DPW
($ in millions)

$ 1,550

$ 1,600

18.0 %
16.0 %

16.7 %
$ 1,400

14.0 %

$ 1,200

12.0 %
$ 909 1

$ 1,000

10.0 %

$ 816
9.8 %

$ 800

8.0 %

8.8 %
$ 512

$ 600

5.5 %

$ 400

$ 475

$ 446

5.1 %

4.8 %

$ 200

6.0 %
$ 342

$ 340

3.7 %

3.7 %

4.0 %

$ 291
3.1 %

$ 174

$ 172

1.9 %

1.9 %
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11

$0
1

2

3

4

5

6

7

8

9

2.0 %

0.0 %

9 NORCAL target market complements ProAssurance’s

9 Ability to attract and retain key talent
9 Specialized products focused on healthcare

9

9 Competitive pricing through lower costs
9 Claim efficiencies and disciplined underwriting

existing HCPL footprint, especially in the California
market
NORCAL’s has a consistent track record of new business
generation and very high retention rates

professionals

Source: 2018 NAIC filings for all MPL lines
Note: PRA premiums only reflect MPL business.
1 Pro forma for the merger of TDC and Hospitals Ins. (closed in 2019).
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1
2

Combination Creates the #3 HCPL Insurer
in the U.S.
+

Product Liability
$35m

Other Liability
$38m

Physicians
$314m

Workers'
Comp
$283m

Facilities
$15m

Other
HCP
$97m

Other HCP
$5m

+

Hospitals
$1m

Product Liability
$35m
Facilities
$3m

Physicians
$333m

Other Liability
$38m

Facilities
$18m

=

Workers'
Comp
$283m
Physicians
$646m

Hospitals
$50m

Hospitals
$49m

Other HCP
$102m
2018 Total
DPW:

$ 830M

$ 342M

$ 1,172M

Source: 2018 NAIC filings for all MPL lines, figures subject to rounding
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3
4

Value Creation for Customers and
Stakeholders
Protecting More Physicians

Financial Benefits

9 Significant annual pre-tax synergies over
9 Combined company will serve 86k+
healthcare professionals

9 Expanded product capabilities
(admitted, E&S, and RRG capabilities)

9 Broader geographic scale with

additional efficiencies to address varying
client needs

9 Expanded platform

allows for
underwriting of larger risks from integrated
systems with nationwide footprint

$18mm

— Synergies focused on removing
redundancies and strengthening the
business for go-forward strategy
— Fully-phased in by 2022

9 Transaction will have modest impact to PRA’s

book value and tangible book value per share

9 EPS and ROE accretive in 2022; with
meaningful accretion thereafter

9 Conservative balance sheet with pro forma
leverage of approximately 25%
— Transaction expected to be funded with
$200 million in debt and $250 million of
excess capital¹

¹ Final consideration mix may be a function of policyholder election of proceeds.
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5

Strategic Alignment and Rationale Provides
a Strong, Shared Foundation
In addition to the scale benefits of large HCPL players, ProAssurance and NORCAL bring complementary skills,
history, and a shared vision to the combined entity to create the leading organization in the HCPL industry

 Physician founded in the
wake of MICRA 1975

9Shared history provides solid

 Strong belief that
healthcare commitment
starts at the top; 5 of 11
Board members are
physicians

 Remain committed to
serving the independent
physician and healthcare
community

9Scaled platform to produce

Mission

 Physician founded as
Mutual Assurance in 1976

We Protect Others

NORCAL safeguards
policyholders from risk,
guides them through the
unexpected, and protects
their practice of medicine

Vision

History

+

Be the best in the world at
understanding and providing
solutions for the risks our
customers encounter as
healers, innovators,
employers, and professionals

Remain a top tier national
medical professional liability
company committed to
innovative products and
services

foundation for shared future

strong results driven by
disciplined underwriting

9Embrace the culture of

service and innovation during
the changing healthcare
landscape

9A partnership that preserves,

sustains, and enhances ability
to protect healthcare
providers
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ProAssurance’s Proven History of
Successful Acquisitions
1995 Acquisition

&
1996 Acquisition

2005 Acquisition

2009 Acquisition
2014 Acquisition

1998 Demutualization/Merger
Forms ProNational

2008 Acquisition
2012 Acquisition

&

2001 ProNational & Medical Assurance Merge to Form
ProAssurance

OHiC
2004 Hospital
Renewal Rights
Purchase

1995 Acquisitions

2008 Acquisition
2013 Acquisition

2020
Acquisition

1999 Acquisition
1996 Acquisition
2010 Acquisition
1994 Acquisition

2006 Acquisition
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Acquisition of NORCAL: Stronger, Better Positioned
HCPL Specialty Insurer
1

Enhanced Scale and Capabilities

2

Product, Customer, & Geographic Diversification

3

Conservatively Priced and Financed Transaction

4

Value Creation for Customers and All Key Stakeholders

5

Strong Strategic Alignment and Rationale
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