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FORWARD-LOOKING STATEMENTS

The disclosures in this Form 10-K contain "forward-looking statements" (within the meaning of the Private Securities Litigation Reform Act of 1995). All
statements, trend analyses and other information contained in this Form 10-K relative to markets for our products and trends in our operations or financial results,
as well as other statements including words such as "may," "target," "anticipate," "believe," "plan," "estimate," "expect," "intend," "project,” and other similar
expressions, constitute forward-looking statements.

"non non

Investors are cautioned that such forward-looking statements are based on current expectations and assumptions that are subject to risks and uncertainties that
could cause actual results to differ materially from such forward-looking statements, many of which are difficult to predict and generally beyond our control.
Investors are cautioned not to place undue reliance on these forward-looking statements that speak only as of the date hereof. Investors are also urged to carefully
review and consider the various disclosures made by us, which attempt to advise interested parties of the factors that affect our business, including " Risk Factors "
set forth in Part I, Item 1A hereof and our reports filed with the U.S. Securities and Exchange Commission, or SEC, from time to time. Except to the extent
otherwise required by federal securities laws, we do not undertake any obligation to republish revised forward-looking statements to reflect events or circumstances
after the date hereof.
Factors that could contribute to these differences include, among other things:
e general economic conditions, including weakness of the financial markets, prevailing interest rate levels and stock and credit market performance, which
may affect or continue to affect (among other things) our ability to sell our products and to collect amounts due to us, our ability to access capital
resources and the costs associated with such access to capital and the market value of our investments;

e our ability to obtain adequate premium rates and manage our growth strategy;

e increasing competition in the sale of our insurance products and services resulting from the entrance of new competitors into, or the expansion of the
operations of existing competitors in, our markets and our ability to retain existing customers;

e other changes in the markets for our insurance products;
e the impact of technological advances, including those specific to the transportation industry;

e changes in the legal or regulatory environment, which may affect the manner in which claims are adjusted or litigated, including loss and loss adjustment
expense;

e legal or regulatory changes or actions, including those relating to the regulation of the sale, underwriting and pricing of insurance products and services
and capital requirements;

e the impact of a downgrade in our financial strength rating;

e technology or network security disruptions or breaches;

e adequacy of insurance reserves;

e availability of reinsurance and ability of reinsurers to pay their obligations;

e our ability to attract and retain qualified employees and to successfully complete our Chief Executive Officer transition;

e tax law and accounting changes; and

legal actions brought against us.

Some of the significant risks and uncertainties that could cause actual results to differ materially from our expectations and projections are described more fully in
Part I, Item 1A, " Risk Factors " of this Annual Report on Form 10-K. You should read that information in conjunction with " Management's Discussion and
Analysis of Financial Condition and Results of Operations" in Part II, Item 7 of this Annual Report on Form 10-K and our consolidated financial statements and
related notes in Part I, Item 8 of this Annual Report on Form 10-K.




PART 1
Item 1. BUSINESS

Protective Insurance Corporation (formerly Baldwin & Lyons, Inc.) (referred to herein as "Protective") was incorporated under the laws of the State of Indiana in
1930. Through its subsidiaries, Protective engages in marketing and underwriting property, liability and workers' compensation coverage for trucking and public
transportation fleets, as well as coverage for trucking industry independent contractors. In addition, Protective offers workers' compensation coverage for a variety
of operations outside the transportation industry.

Protective’s principal subsidiaries are:

1. Protective Insurance Company (referred to herein as "Protective Insurance Co."), which is licensed by insurance authorities in all 50 states, the District of
Columbia, all Canadian provinces and Puerto Rico;

2. Protective Specialty Insurance Company (referred to herein as "Protective Specialty"), which is currently approved for excess and surplus lines business
by insurance authorities in 48 states and the District of Columbia and licensed in Indiana;

3. Sagamore Insurance Company (referred to herein as "Sagamore"), which is licensed by insurance authorities in 49 states and the District of Columbia and
approved for excess and surplus lines business in one additional state;

4. B&L Brokerage Services, Inc. (referred to herein as "BLBS"), an Indiana-domiciled insurance broker licensed in all 50 states and the District of
Columbia; and

5. B&L Insurance, Ltd. (referred to herein as "BLI"), which is domiciled and licensed in Bermuda.
Protective Insurance Co., Protective Specialty, Sagamore and BLI are collectively referred to herein as the "Insurance Subsidiaries." The "Company", "we", "us"
and "our", as used herein, refer to Protective and all of its subsidiaries unless the context clearly indicates otherwise.

As is a common practice in the property and casualty insurance industry, the Insurance Subsidiaries share or "cede" portions of their gross premiums written with
several non-affiliated reinsurers under excess of loss and quota-share treaties covering predetermined groups of risks and by facultative (individual policy-by-
policy) placements. Reinsurance is ceded to spread the risk of loss from individual claims or groups of claims among several reinsurers and is an integral part of
the Company's business.

In 2018, the Insurance Subsidiaries primarily served the commercial automobile market, although the Insurance Subsidiaries continue to support previously written
policies in specialty markets for which the Company has discontinued writing business and these operations are in run-off. The Company expects targeted growth
to occur in its core business of commercial automobile and workers' compensation.

The Company determined that its business constituted one reportable property and casualty insurance segment as of January 1, 2017. During 2016 and prior years,
the Company had two reportable segments — property and casualty insurance and reinsurance. The Company moved to a single reportable segment based on how
its operating results are regularly reviewed by its chief operating decision maker when making decisions about how resources are to be allocated to the segment
and assessing its performance.

Product Lines
Commercial Automobile

The Insurance Subsidiaries provide coverage for larger companies in the motor carrier industry that retain substantial amounts of self-insurance, for independent
contractors utilized by trucking companies, for medium-sized and small trucking companies on a first dollar or deductible basis, and for public livery concerns,
principally covering fleets of commercial buses and taxis. This group of products is collectively referred to as commercial automobile. Large fleet trucking
products are marketed both directly to commercial automobile clients and also through relationships with non-affiliated brokers and specialized agents. Products
for small and intermediate fleets and independent contractors are marketed through relationships with non-affiliated brokers and specialized agents. In some cases,
the Insurance Subsidiaries will provide customized product offerings to specific markets through partnerships with brokers or program administrators. In most
cases, the Company's commercial automobile policies are written on an "occurrence" basis. This means that the Company may be liable for claims that occurred
when its policy was in place with an insured, regardless of when those claims are reported to the Company, and it may take months or even years for claims to be
reported to the Company.




The principal types of commercial automobile insurance marketed by the Insurance Subsidiaries are:

Commercial motor vehicle liability, physical damage and general liability insurance;

Workers' compensation insurance;

Specialized accident (medical and indemnity) insurance for independent contractors in the trucking industry;
Non-trucking motor vehicle liability insurance for independent contractors;

Fidelity and surety bonds; and

Inland Marine insurance consisting principally of cargo insurance.

The Insurance Subsidiaries also perform a variety of additional services, primarily for the Company's insureds, including risk surveys and analyses, safety program
design and monitoring, government compliance assistance, loss control and cost studies and research, development, and consultation in connection with new
insurance programs, including development of systems to assist customers in monitoring their accident data. The Company also provides claims handling services,
primarily to excess clients with self-insurance programs.

Workers' Compensation

The Insurance Subsidiaries provide workers' compensation insurance for the commercial automobile industry, primarily to employees of motor carriers or
independent contractors providing services in the transportation industry. In 2017, the Company began marketing workers' compensation coverage beyond
commercial automobile clients to a variety of non-transportation operations, such as light manufacturing, restaurants, retailers, and professional services on both a
first-dollar and deductible basis. Non-transportation workers' compensation insurance is marketed through relationships with non-affiliated brokers and specialized
agents. In addition, the Company has developed customized non-transportation workers' compensation programs, which are marketed through non-affiliated agent
partners. In most cases, the Company's workers' compensation policies are written on an "occurrence" basis. This means that the Company may be liable for
claims that occurred when its policy was in place with an insured, regardless of when those claims are reported to the Company, and it may take months or even
years for claims to be reported to the Company.

Discontinued Products
®  Reinsurance Assumptions

In the first quarter of 2016, the Company discontinued its reinsurance assumed professional liability line of products. These products are in run-off but
continued earning premiums in 2017 and 2018 . Prior to that, the Company accepted cessions and retrocessions from selected insurance and reinsurance
companies, providing reinsurance coverage for both property and casualty events. Participation in reinsurance markets fluctuated based on market
conditions for these products. The Company's reinsurance assumed policies were written on both an "occurrence" basis and a "claims-made" basis.
Under claims-made policies, the Company was generally only liable for claims when a policy was in place with its insured; however, the Company was
potentially liable for claims reported to it, even if the claim event occurred before it had a policy in place with the insured.

®  Professional Liability
In the fourth quarter of 2016, the Company discontinued its professional liability line of products. Prior to that, the Company marketed a variety of
professional liability products through wholesale and retail agents on both an admitted and surplus lines basis throughout the United States, specializing in

smaller insureds. In most cases, the Company's professional liability policies were written on a "claims-made" basis.

Losses and Loss Adjustment Expenses

Losses and loss adjustment expenses incurred on average comprise approximately two-thirds of the Company's operating expenses.

The Company's consolidated balance sheets as of December 31, 2018 and 2017 set forth in Part II, Item 8 of this Annual Report on Form 10-K include the
estimated liability for unpaid losses and loss adjustment expenses ("LAE") of the Insurance Subsidiaries before the application of reinsurance credits (gross
reserves). The liabilities for losses and LAE are determined using case basis evaluations and statistical projections and represent estimates of the Company's
ultimate exposure for all unpaid losses and LAE incurred through December 31 of each year. These estimates are subject to the effects of trends in claim severity
and frequency and are continually reviewed and, as experience develops and new information becomes known, the liability is adjusted as necessary. Such
adjustments, either positive or negative, are reflected in current operations as recorded.




The Company's reserves for losses and loss expenses are determined based on evaluations of individual reported claims and by actuarial estimation processes using
historical experience, current economic information and, when necessary, available industry statistics. "Case basis" loss reserves are evaluated on an individual
case-by-case basis by experienced claims adjusters using established Company guidelines and are monitored by claims management. Additionally, "bulk" reserves
are established for (1) those losses which have occurred but have not yet been reported to the Company ("incurred but not reported" claims), (2) provisions for any
possible deficiencies in the case reserving process and (3) the expected external and internal costs to fully settle each claim, also referred to as LAE. Common
actuarial methods are employed in the establishment of bulk reserves using Company historical loss data, consideration of changes in the Company's business and
study of current economic trends affecting ultimate claims costs. LAE reserves include amounts ultimately allocable to individual claims as well as amounts
required for the general overhead of the claims handling operation that are not specifically allocable to individual claims. Historical analyses of the ratio of LAE to
losses paid on prior closed claims and study of current economic trends affecting loss settlement costs are used to estimate the LAE reserve needs relative to the
established loss reserves. Each of these reserve categories contains elements of uncertainty, which assures variability when compared to the ultimate costs to settle
the underlying claims for which the reserves are established. For a more detailed discussion of the three categories of reserves, see "Loss and Loss Expense
Reserves" under the caption, " Critical Accounting Policies " in Part I, Item 7, "Management's Discussion and Analysis of Financial Condition and Results of
Operations," of this Annual Report on Form 10-K.

After giving effect to treaty and facultative reinsurance arrangements, the Company's maximum exposure to loss from a single occurrence for the vast majority of
risks insured (those with policy limits of $5 million or less) is approximately:

e  $0.25 million to $1.3 million for policies written between July 3, 2016 and July 2, 2017, and
e  $0.8 million to $4.1 million for policies written on or after July 3, 2017.

However, for certain losses (those with policy limits up to $10 million) the maximum exposure could be as high as:

e  $2.5 million for policies written between July 3, 2016 and July 2, 2017, and
e  $8.0 million for policies written on or after July 3, 2017.

The change in the Company's single occurrence loss exposure described above (from a range of $0.25 million to $2.5 million in 2016, to a range of $0.8 million to
$8.0 million in 2017) is offset by a change in the reinsurance structure for these risks. As of July 3, 2017, the Company no longer utilizes sliding scale ceding
premium provisions in its reinsurance arrangements for these risks, instead utilizing a flat ceding premium percentage.

The economic exposure from a single claim occurrence remains relatively consistent year-over-year; however, under the current flat ceding premium provision,
more of the economic exposure will flow through loss expense moving forward, whereas in prior periods, utilizing the sliding scale ceding premium provisions,
more of the economic exposure was reflected in lower net premiums earned. For both periods discussed above, the Company has limited economic exposure for
losses occurring in treaty years that have loss and allocated LAE ratios greater than approximately 83.0%.

The Company is a cedent under numerous reinsurance treaties covering its product lines. Treaties are typically written on an annual basis, each with its own
renewal date. However, treaty terms may occasionally be agreed to for periods beyond one year. Treaty renewals are expected to largely continue to occur
annually in the foreseeable future. Because losses from certain of the Company's products can experience delays in being reported and can take years to settle,
losses reported to the Company in the current year may be covered by a number of older reinsurance treaties with higher or lower net loss exposures than those
provided by current treaty provisions.




The table below sets forth a reconciliation of beginning and ending loss and LAE liability balances for 2018, 2017 and 2016. This table includes reserves, net of
reinsurance recoverable, to correspond with the presentation in the Company's consolidated statements of operations, but also includes a reconciliation of
beginning and ending loss and LAE liability, gross of reinsurance recoverable, as presented in the Company's consolidated balance sheets. All amounts are shown
net of reinsurance, unless otherwise indicated.

2018 2017 2016

Reserves, gross of reinsurance recoverable, at the beginning of the year $ 680,274 $ 576,330 $ 513,596
Reinsurance recoverable on unpaid losses at the beginning of the year 308,143 251,563 211,843
Reserves at the beginning of the year 372,131 324,767 301,753
Provision for losses and loss expenses:

Claims occurring during the current year 329,078 228,303 172,645

Claims occurring during prior years 16,786 19,215 13,836

Total incurred losses and loss expenses 345,864 247,518 186,481
Loss and loss expense payments:

Claims occurring during the current year 84,738 67,234 54,239

Claims occurring during prior years 143,853 132,920 109,228

Total paid 228,591 200,154 163,467
Reserves at the end of the year 489,404 372,131 324,767
Reinsurance recoverable on unpaid losses at the end of the year 375,935 308,143 251,563
Reserves, gross of reinsurance recoverable, at the end of the year $ 865,339 $ 680,274 $ 576,330

The reconciliation above shows the Company's estimate of net losses on 2017 and prior accident years is approximately $16.8 million higher at December 31, 2018
than was provided in loss reserves at December 31, 2017 (referred to as a "reserve deficiency"). This compares to a $19.2 million reserve deficiency on prior
accident years in 2017 and a $13.8 million reserve deficiency reported in 2016 related to prior accident years.

The following table is a summary of the 2018 calendar year reserve deficiency by accident year (dollars in thousands):

(Savings)
Deficiency
Reserve at Recorded
December 31, During 2018 % (Savings)
Years in Which Losses Were Incurred 2017 1) Deficiency
2017 $ 161,069 $ (8,902) (5.5)%
2016 66,652 4,259 6.4%
2015 34,530 9,707 28.1%
2014 30,129 11,970 39.7%
2013 22,423 (1,382) (6.2)%
2012 and prior 57,328 1,134 2.0%
$ 372,131 § 16,786 4.5%

(1) Consists of development on cases known at December 31, 2017, losses reported which were previously unknown at December 31, 2017 (incurred but not
reported), unallocated loss expense paid related to accident years 2017 and prior changes in the reserves for incurred but not reported losses and loss expenses.

The savings shown in accident year 2017 in the table above reflect favorable loss development in both short-tail lines of business, such as physical damage, and the
Company's independent contractor products (including non-trucking liability, occupational accident and workers' compensation). The deficiencies in accident
years 2014-2016 are largely the result of several severe transportation losses. The Company took action in all accident years to reflect new trends in loss
development for commercial automobile products that have emerged over the last three years. These actions included case reserving reviews, as well as actuarial
product reviews, and resulted in the reserve strengthening noted during the last three years.

Bulk loss reserves are established to provide for potential future adverse development on cases known to the Company and for cases unknown at the reserve date.
Changes in the reserves for incurred but not reported losses and loss expenses occur based upon information received on known and newly reported cases during
the current year and the effect of that development on the application of standard actuarial methods used by the Company.




The Company continues to incorporate more recent loss development data into its loss reserving formulae; however, the dynamic nature of losses associated with
the commercial automobile business, as well as the timing of settlement of large claims, increases the likelihood of variability in loss developments from period to
period. While the Company's basic assumptions have remained consistent, the Company continues to update loss data to reflect changing trends, which can be
expected to result in fluctuations in loss developments over time.

Management's goal is to produce an overall estimate of reserves which is sufficient and as close to expected ultimate losses as possible. The Company constantly
monitors changes in trends related to the number of claims incurred relative to correlative variances with premium volume, average settlement amounts, number of
claims outstanding at period ends and the average value per claim outstanding and adjusts actuarial assumptions as necessary to accommodate observed trends.

Ten-Year Historical Development Tables:

The table below presents the development of U.S. generally accepted accounting principles ("GAAP") balance sheet insurance reserves for each year-end from
2008 through 2017, as of December 31, 2018, net of all reinsurance credits.

ANALYSIS OF LOSS AND LOSS ADJUSTMENT EXPENSE DEVELOPMENT--GAAP BASIS
(Dollars in thousands)

Year Ended December 31
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Liability for
Unpaid Losses
and Loss
Adjustment
Expenses (1) $ 231,633 $203,253 $218,629 $290,092 $289,236 $288,088 $295,583 $301,753 $324,767 $372,131 $489,404

Liability
Reestimated as
of: (2)
One Year Later 222,049 194,430 208,933 280,217 283,673 277,734 285,521 315,589 343,982 388,917
Two Years Later 208,702 198,220 201,745 272,285 282,381 268,757 303,540 340,361 369,670
Three Years
Later 210,562 188,110 204,243 276,525 279,685 288,862 332,175 361,791
Four Years Later 205,519 192,195 202,078 268,299 291,332 313,909 343,898
Five Years Later 208,398 187,792 198,518 275,517 298,861 313,662
Six Years Later 205,986 181,547 200,922 276,812 299,996
Seven Years
Later 200,460 181,998 203,692 279,598
Eight Years Later 200,808 184,122 204,769
Nine Years Later 202,565 183,693
Ten Years Later 201,673

Cumulative
Redundancy
(Deficiency) @) § 29,960 $ 19,560 $ 13,860 § 10,494 § (10,760) $ (25,574) $ (48,315) §$ (60,038) $ (44,903) $ (16,786)

Cumulative
Amount of
Liability Paid
Through: (4)
One Year Later $§ 84,777 § 74,182 $§ 72,393 $ 94,003 $103,941 $ 92,275 § 92,870 $109,228 $132,920 $143,853
Two Years Later 120,628 107,413 109,382 156,271 162,087 159,282 166,642 195,951 217,376
Three Years
Later 142,731 125,038 133,507 193,566 205,452 166,642 222,295 250,924
Four Years Later 152,679 137,460 147,462 214,873 202,803 234,158 258,576
Five Years Later 161,834 143,461 158,172 227,359 241,533 251,696
Six Years Later 166,290 148,101 166,112 234,578 252,648
Seven Years
Later 170,126 152,375 168,524 241,383
Eight Years Later 173,867 153,999 173,015
Nine Years Later 174,902 157,297
Ten Years Later 177,677

(1) Represents the estimated liability for unpaid losses and LAE recorded at the balance sheet date for each of the indicated years. This liability represents the
estimated amount of losses and LAE for claims arising in all prior years that were unpaid at the respective balance sheet date, including incurred but not
reported ("IBNR") losses, to the Company.

(2) Represents the re-estimated amount of the previously recorded liability based on additional information available to the Company as of the end of each
succeeding year. The estimate is increased or decreased as more information becomes known about the frequency and severity of individual claims and as
claims are settled and paid.



(3) Represents the aggregate change in the estimates of each calendar year-end reserve through December 31, 2018.

(4) Represents the cumulative amount paid with respect to the previously recorded calendar year-end liability as of the end of each succeeding year. The payment
patterns shown in this table demonstrate the "long-tail" nature of much of the Company's business, whereby portions of claims, principally in workers'
compensation coverages, do not fully pay out for more than ten years.




Reserve developments for all years ended in the period 1985 through 2011 have produced redundancies as of December 31, 2018, with deficiencies developing for
periods from 2012 forward. The $16.8 million deficiency developed through one year on the 2017 reserve position reflects action taken by management to respond
to higher than expected adverse case development, as previously noted. The deficiencies that have developed in the chart from 2012 through 2017 have been
largely attributable to two main themes. First, the Company engaged in new markets between 2008 and 2013, including professional liability and property
coverages concentrated in the state of Florida. These products (now discontinued) experienced significant adverse loss development in calendar years 2016 and
2017 as more information emerged and was therefore considered in the reserving process. Second, the Company has experienced increased severity in losses
related to its transportation offerings. The Company is currently addressing the rate adequacy and customer segmentation practices of this product in response to
the most recent adverse loss trends.

Readers should note the table above does not present accident or policy year development data, which they may be more accustomed to analyzing. Rather, this
table is intended to present an evaluation of the Company's ability to establish its liability for losses and loss expenses at a given balance sheet date. In reviewing
this information, it is important to understand that this method of presentation causes some development experience to be duplicated. For example, the amount of
any redundancy or deficiency related to losses settled in 2011, but incurred in 2008, will be included in the cumulative development amount for each of the years
ending December 31, 2008, 2009, and 2010. It is also important to note that conditions and trends that have affected development of the liability in the past may
not necessarily occur in the future. Accordingly, it would not be appropriate to extrapolate future redundancies or deficiencies based on this table.

The table presented below presents loss development data on a gross (before consideration of reinsurance) basis for the same ten year period December 31, 2008
through December 31, 2017, as of December 31, 2018, with a reconciliation of the data to the net amounts shown in the table above.

ANALYSIS OF LOSS AND LOSS ADJUSTMENT EXPENSE DEVELOPMENT--GAAP BASIS
(Dollars in thousands)

Year Ended December 31
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Direct and
Assumed:
Liability for
Unpaid Losses
and Loss
Adjustment
Expenses $ 389,558 $359,030 $344,520 $421,556 $455454 $474,470 $506,102 $ 513,596 $576,330 $680,274 $865,339

Liability
Reestimated as
of December 31,
2018 312,965 289,679 301,700 395,271 450,713 519,189 599,457 633,660 647,807 709,523

Cumulative
Redundancy
(Deficiency) $ 76593 § 69,351 § 42,820 § 26,285 $ 4,741 §(44,719) $(93,355) $(120,064) § (71,477) $ (29,249)

Ceded:
Liability for
Unpaid Losses
and Loss
Adjustment
Expenses $ 157,925 $ 155,777 $125,891 $131,464 $166,218 $186,382 $210,519 $ 211,843 $251,563 $308,143 $375,935

Liability
Reestimated as
of December 31,
2018 111,292 105,986 96,931 115,673 150,717 205,527 255,559 271,869 278,137 320,606

Cumulative
Redundancy
(Deficiency) $ 46,633 $ 49,791 $ 28,960 § 15,791 $ 15,501 § (19,145) $ (45,040) $ (60,026) $ (26,574) $ (12,463)

Net:
Liability for
Unpaid Losses
and Loss
Adjustment
Expenses $ 231,633 $203,253 $218,629 $290,092 $289,236 $288,088 $295,583 $ 301,753 $324,767 $372,131 $489,404

Liability
Reestimated as
of December 31,
2018 201,673 183,693 204,769 279,598 299,996 313,662 343,898 361,791 369,670 388,917




Cumulative
Redundancy
(Deficiency) $ 29960 $ 19,560 §$ 13,860 §$ 10,494 $ (10,760) $ (25,574) $ (48,315) $ (60,038) $ (44,903) $ (16,786)




Readers are reminded the gross data presented above requires significantly more subjectivity in the estimation of IBNR and loss expense reserves because of the
high limits provided by the Company to its commercial automobile and workers' compensation customers, some of which has been covered by excess of loss and
facultative reinsurance. This is particularly true of excess of loss treaties in which the Company retains risk in only the lower, more predictable, layers of
coverage. Accordingly, one would generally expect more variability in development on a gross basis than on a net basis. The Company's consolidated financial
statements reflect its financial results net of reinsurance.

Environmental Matters:

Given that one of the Company's core businesses is insuring commercial automobile companies, on occasion claims involving a commercial automobile accident
which has resulted in the spill of a pollutant are made. Certain of the Company's policies may cover these situations on the basis that they were caused by an
accident that resulted in the immediate and isolated spill of a pollutant. These claims are typically reported, evaluated and fully resolved within a short period of
time.

In general, establishing reserves for environmental claims, other than those associated with "sudden and accidental" losses, is subject to uncertainties that are
greater than those represented by other types of claims. Factors contributing to those uncertainties include a lack of historical data, long reporting delays,
uncertainty as to the number and identity of insureds with potential exposure, unresolved legal issues regarding policy coverage, and the extent and timing of any
such contractual liability. Courts have reached different and sometimes inconsistent conclusions as to when the loss occurred and what policies provide coverage,
what claims are covered, whether there is an insured obligation to defend, how policy limits are determined, how policy exclusions are applied and interpreted, and
whether cleanup costs represent insured property damage.

Very few environmental claims have historically been reported to the Company. In addition, a review of the businesses of the Company's past and current insureds
indicates that exposure to claims of an environmental nature is limited because the vast majority of the Company's accounts are not currently, and have not in the
past been, involved in the hauling of hazardous substances. Also, the revision of the pollution exclusion in the Company's policies since 1986 has, and is expected
to, further limit exposure to such claims from that point forward.

The Company does not expect to have any significant environmental claims relating to asbestos exposure.

The Company's reserves for unpaid losses and loss expenses at December 31, 2018 did not include significant amounts for liability related to environmental
damage claims. The Company does not foresee significant future exposure to environmental damage claims and accordingly has established no reserve for IBNR
environmental losses at December 31, 2018.

Marketing

Historically, the Insurance Subsidiaries have primarily focused their commercial automobile marketing efforts on large and medium trucking fleets, with their
biggest market share in larger trucking fleets (over 150 power units). The largest of these fleets (over 250 power units) generally self-insure a significant portion of
their risk, and self-insured retention plans are a specialty of the Company. The indemnity contract provided to such customers is designed to cover all aspects of
commercial automobile liability, including third-party liability, property damage, physical damage and cargo, whether arising from vehicular accident or other
casualty loss. The self-insured program is supplemented with large deductible workers' compensation policies in states which do not allow for self-insurance of
this coverage. Fleets with fewer than 250 power units typically purchase full insurance coverage or retain deductibles on each claim. The Company's commercial
automobile offerings also include public livery risks, principally large and medium-sized operators of bus fleets and taxis, work-related accident insurance, on a
group or individual basis, to independent contractors under contract to a fleet sponsor, as well as workers' compensation coverage to employees of independent
contractor fleet owners. Large fleet trucking products are marketed both directly to commercial automobile clients and also through relationships with non-
affiliated brokers and specialized independent agents.

In addition, the Company offers a program of coverages for "small fleet" trucking concerns (owner-operators generally with one to six power units) and "medium
fleet" trucking concerns (7 to 150 power units). Products for small and medium fleets, independent contractors, and non-trucking entities are marketed through
relationships with non-affiliated brokers and specialized agents.

In some cases, the Company will provide specific product offerings to specialized markets through partnerships with brokers and program administrators. As the
Company grows, its distribution strategy has moved toward utilization of non-affiliated agents and brokers to place new business for small and intermediate
commercial automobile (including independent contractor products) and non-transportation workers' compensation. In addition, the Company has developed
customized commercial automobile liability and workers' compensation programs, which are marketed through non-affiliated agent partners. These customized
programs can include a suite of products selected for its targeted customer base, including commercial automobile liability, general liability, non-trucking liability,
cargo, occupational accident, or workers' compensation coverages.




Investments

The Company's investment portfolio is notionally divided between (1) funds which are considered necessary to support insurance underwriting activities and (2)
excess capital funds. Management believes the funds invested in fixed income and short-term securities are more than sufficient to cover underwriting operations
while equity securities and limited partnerships are utilized to invest excess capital funds to achieve higher long-term returns. The following discussion will
concentrate on the different investment strategies for these two major categories.

At December 31, 2018, the market value of the Company's consolidated investment portfolio was approximately $878.6 million, consisting of fixed income
securities, equity securities, investments in limited partnerships, commercial mortgage loans and short-term and other investments and includes $156.9 million of

short-term funds classified as cash equivalents.

A comparison of the allocation of assets within the Company's consolidated investment portfolio, using market value as a basis, is as follows as of December 31:

2018 2017

Fixed income securities 67.5% 61.1%
Short-term 0.1 0.1
Cash equivalents 17.8 6.9
Total fixed income securities and short-term 85.4 68.1
Limited partnerships (equity basis) 6.3 8.3
Commercial mortgage loans (amortized cost basis) 0.8 0.0
Equity securities 7.5 23.6

100.0% 100.0%

Fixed Income and Short-Term Investments

Fixed income and short-term securities comprised 85.4% of the market value of the Company's consolidated investment portfolio of $878.6 million at December
31, 2018. The fixed income portfolio is widely diversified with no concentrations in any single industry, geographic location or municipality. The largest amount
invested in any single issuer was $3.5 million (0.4% of the Company's consolidated investment portfolio). The Company's fixed income portfolio has a short
duration compared to the duration of its insurance liabilities and, accordingly, the Company does not actively trade fixed income securities but typically holds such
investments until maturity. Exceptions exist in instances where the underlying credit for a specific issue is deemed to be diminished. In such cases, the security
will be considered for disposal prior to maturity. In addition, fixed income securities may be sold when realignment of the portfolio is considered beneficial (e.g.,
moving from taxable to non-taxable issues) or when valuations are considered excessive compared to alternative investments.

Approximately $54.2 million of the Company's fixed income investments (6.2% of the Company's consolidated investment portfolio) consisted of non-rated bonds
and bonds rated as less than investment grade by the National Association of Insurance Commissioners ("NAIC") at year-end. These investments included a
diversified portfolio of over 40 issuers and had a $5.2 million aggregate net unrealized loss position at December 31, 2018.

The market value of the consolidated fixed income portfolio included $7.9 million of net unrealized losses at December 31, 2018 compared to $0.8 million of net
unrealized gains at December 31, 2017. The Company analyzes fixed income securities for other-than-temporary impairment ("OTTI") in accordance with the
Financial Accounting Standards Board OTTI guidance. As has been the Company's consistent policy, OTTI is considered for any individual issue which has
sustained a decline in current market value of at least 20% below original or adjusted cost, and the decline is ongoing for more than six months, regardless of the
evaluation of the creditworthiness of the issuer or the specific issue. Additionally, the Company takes into account any known subjective information in evaluating
for impairment without consideration of the Company's 20% threshold. The current net unrealized loss on fixed income securities consists of $10.8 million of
gross unrealized losses and $2.9 million of gross unrealized gains. The gross unrealized losses equal approximately 1.8% of the cost of all fixed income securities.

See also " Critical Accounting Policies" in Part II, Item 7 of this Annual Report on Form 10-K for additional details of the Company's investment valuation.
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Equity Securities

Because of the large amount of high-quality fixed income investments owned, relative to the Company's loss and loss expense reserves (net of reinsurance
recoverables) and other liabilities, amounts invested in equity securities are not needed to fund current operations and, accordingly, can be committed for longer
periods of time. Equity securities comprised 7.5% of the market value of the Company's consolidated investment portfolio of $878.6 million at December 31,
2018. The Company's equity securities portfolio consists of various securities with diversification from large to small capitalization issuers and among several
industries. The largest single-equity issue owned had a market value of $3.2 million at December 31, 2018 (0.4% of the Company's consolidated investment
portfolio).

An individual equity security will be disposed of when it is determined by the Company's external investment managers or the Board of Directors' Investment
Committee that there is little potential for future appreciation or to reallocate from equity to fixed income securities. Securities are disposed of only when market
conditions dictate, regardless of the impact, positively or negatively, on current period earnings.

As of January 1, 2018, the Company adopted Accounting Standards Update ("ASU") 2016-01, Financial Instruments - Overall (Subtopic 825-10): Recognition and
Measurement of Financial Assets and Financial Liabilities, or ASU 2016-01. The amendments in ASU 2016-01 changed the accounting for non-consolidated
equity investments that are not accounted for under the equity method of accounting by requiring changes in fair value to be recognized in income. Previously, the
Company's equity securities were classified as available-for-sale and changes in fair value were recognized in accumulated other comprehensive income (loss) as a
component of shareholders' equity.

During 2018, the Company's external investment managers and the Board of Directors' Investment Committee determined that reallocation of the Company's
equity portfolio would be beneficial and sold $149.2 million of its equity portfolio, resulting in a gain on sale of $51.9 million. The majority of these gains were
included in unrealized gains within other comprehensive income (loss) at December 31, 2017 and, as a result of the adoption of ASU 2016-01, were reclassified to
retained earnings as of January 1, 2018 and were therefore not recognized in the consolidated statement of operations for the year ended December 31, 2018.
These equity sales further solidified the conservative nature of its high quality, short-duration investment portfolio; opportunistically utilized the new lower
corporate tax rate of 21%, which was beneficial given the low tax basis of many of these equity positions; and were accretive to income, given the increase in
yields at the shorter end of the yield curve. Realized losses related to the sale of equity securities during 2018 recognized in the consolidated statement of
operations for the year ended December 31, 2018 were $3.1 million before taxes. Net unrealized losses on equity securities held at December 31, 2018 included in
the consolidated statement of operations for the year ended December 31, 2018 were $9.7 million.

Limited Partnerships

The Company invests in various limited partnerships engaged in long-short equities, private equity, country-focused funds and real estate development as an
alternative to direct equity investments. The funds used for these investments are part of the Company's excess capital strategy. At December 31, 2018, the
aggregate carrying value was $55.0 million, comprising 6.3% of the market value of the Company's consolidated investment portfolio.

As a group, these investments decreased in value during 2018, with the aggregate of the Company's share of such losses reported by the limited partnerships
totaling approximately $9.3 million.

The Company follows the equity method of accounting for its limited partnership investments and, accordingly, records the total change in value as a component of
net unrealized gains (losses) on equity securities and limited partnership investments. Readers are cautioned that reported increases and decreases in equity value
of the Company's limited partnerships can change quickly as a result of volatile market conditions. Limited partnerships also are highly illiquid investments, and
the Company's ability to withdraw funds is generally subject to significant restrictions.

Investment Yields
Pre-tax net investment income increased $3.9 million, or 22%, during 2018, reflecting higher interest rates for shorter duration securities, increased dividends and

increased invested assets from continuing positive cash flow from operations. A comparison of consolidated investment yields, before consideration of investment
management expenses, is as follows:

2018 2017
Before federal tax:
Investment income 3.0% 3.2%
Investment income plus investment gains (losses) 0.1) 6.2
After federal tax:
Investment income 2.7 23
Investment income plus investment gains (losses) (0.6) 54

See also " Results of Operations" in Part 11, Item 7 of this Annual Report on Form 10-K for additional details of the Company's investment operations.
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Regulatory Framework

The Insurance Subsidiaries are currently subject to insurance industry regulation by each of the jurisdictions in which they are licensed. In addition, minor portions
of the Insurance Subsidiaries' business are subject to regulation by Bermudian and Canadian federal and provincial authorities. As an insurance holding company,
Protective is also subject to oversight from the Indiana Department of Insurance. There can be no assurance that laws and regulations will not be changed by one
or more of these regulatory bodies in ways that will require the Company to modify its business models and objectives. In particular, the United States federal
government continuously reviews the regulation and supervision of financial institutions, including insurance companies, as well as tax laws and regulation, which
could impact the Company's operations and performance.

Additionally, changes in laws and regulations governing the insurance industry could have an impact on the Company's ability to generate historical levels of
income from its insurance operations. The Company is obligated to comply with numerous complex and varied governmental regulations in order to maintain its
authority to write insurance business. While the Company has continuously maintained each of its licenses without exception, failure to maintain compliance
could result in governmental regulators temporarily preventing the Company from writing new business, thus having a detrimental effect on the Company. Also,
the ability of the Insurance Subsidiaries to modify certain insurance rates, specifically workers' compensation rates, is heavily regulated and such rate increases are
often denied or delayed for substantial periods by regulators.

Investments made by the Company's domestic Insurance Subsidiaries are regulated by guidelines promulgated by the NAIC, which are designed to provide
protection for both policyholders and shareholders. The statutory capital of each of the Insurance Subsidiaries substantially exceeds the minimum risk-based
capital requirements set by the NAIC. State regulatory authorities prescribe calculations of the minimum amount of statutory capital and surplus necessary for
each insurance company to remain authorized. These computations are referred to as risk-based capital requirements and are based on a number of complex
factors, taking into consideration the quality and nature of assets, the historical adequacy of recorded liabilities and the specific nature of business conducted. At
December 31, 2018, the minimum statutory capital and surplus requirements of the Insurance Subsidiaries was $117.4 million. Actual consolidated statutory
capital and surplus at December 31, 2018 exceeded this requirement by $278.5 million.

Employees
As of December 31, 2018, the Company had 535 employees, an increase of 7 employees from the prior year-end.

Revenue Concentration

The Company derives a significant percentage of its direct premium volume from certain FedEx Corporation subsidiaries and operating companies ("FedEx"), and
from insurance coverage provided to FedEx's contracted service providers. FedEx represented approximately $16.2 million, $18.5 million and $18.3 million of the
Company's consolidated gross premiums written in 2018, 2017 and 2016, respectively. An additional $174.7 million, $189.4 million and $202.2 million in 2018,
2017 and 2016, respectively, was placed with the Company by a non-affiliated broker on behalf of contracted service providers of FedEx, but this additional
business was not dependent upon the Company's direct business with FedEx.

Competition

Insurance underwriting is highly competitive. The Insurance Subsidiaries compete with other stock and mutual companies and inter-insurance exchanges
(reciprocals). There are numerous insurance companies offering the lines of insurance which are currently written or may in the future be written by the Insurance
Subsidiaries. Many of these companies have been in business for longer periods of time, have significantly larger volumes of business, offer more diversified lines
of insurance coverage and have significantly greater financial resources than the Company. In many cases, competitors are willing to provide coverage for rates
lower than those charged by the Insurance Subsidiaries. Many potential clients self-insure workers' compensation and other risks for which the Company offers
coverage, and some have organized "captive" insurance companies as subsidiaries through which they insure their own operations. Some states have workers'
compensation funds that preclude private companies from writing this business in those states. Federal law also authorizes the creation of "Risk Retention
Groups," which may write insurance coverages similar to those offered by the Company.

The Company believes it has a competitive advantage in its major lines of business as the result of its management and staff, its service and products, its
willingness to custom build insurance programs for its customers, its centralized location with ready access to skilled employees, its proprietary databases and the
use of technology with respect to its insureds. Accordingly, should competitors determine to "buy" market share with unprofitable rates, the Insurance Subsidiaries
will generally experience a decline in business until pricing returns to profitable levels.
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Availability of Documents

The Company is an accelerated filer as defined in Rule 12b-2 of the Securities Exchange Act of 1934, as amended (the "Exchange Act"), and is required, pursuant
to Item 101 of Regulation S-K, to provide certain information regarding its website and the availability of certain documents filed with or furnished to the U.S.
Securities and Exchange Commission (the "SEC"). The Company's Internet website is www.protectiveinsurance.com. The Company has included its Internet
website address throughout this Annual Report on Form 10-K as a textual reference only. The information contained on, or accessible through, the Company's
Internet website is not incorporated by reference into this Annual Report on Form 10-K.

The Company makes available, free of charge, by mail or through its Internet website, its Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current
Reports on Form 8-K, and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act as soon as reasonably practicable
after it electronically files such material with or furnishes it to the SEC. The Company also includes 