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Approximate date of commencement of proposed sale of securities to the public: As soon as practicable after this
Registration Statement becomes effective and all other conditions to the proposed merger described herein have been
satisfied or waived.

If the securities being registered on this form are being offered in connection with the formation of a holding company
and there is compliance with General Instruction G, check the following box. o

If this form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,
check the following box and list the Securities Act registration statement number of the earlier effective registration
statement for the same offering. o

If this form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering. o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,

or a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller reporting

company in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer o Accelerated filer p Non-accelerated filer o Smaller reporting company o
(Do not check if a smaller reporting company)

CALCULATION OF REGISTRATION FEE

Proposed Maximum  Proposed Maximum Amount of

Title of Each Class of Amount to be Offering Price Aggregate Registration
Securities to be Registered Registered(1) per Share(2) Offering Price(2) Fee(3)
Common stock, $0.01 par
value 19,333,993 shares $18.15 $140,364,791 $5,516.34

(1) Represents the estimated maximum number of shares to be issued pursuant to the agreement and plan of merger
dated as of February 20, 2008, (as amended on May 6, 2008) between Meadowbrook Insurance Group, Inc., a
Michigan corporation, and ProCentury Corporation, an Ohio corporation. Also includes an equal number of
rights to purchase shares of Registrant s Series A Preferred Stock, which rights are not (a) separable from the
shares of common stock; or (b) presently exercisable.

(2) Estimated solely for the purpose of calculating the registration fee pursuant to Rule 457(f) of Regulation C under
the Securities Act of 1933, as amended.

(3) The registration fee was previously paid to the Commission.

DELAYING AMENDMENT: The Registrant hereby amends this Registration Statement on such date or dates
as may be necessary to delay its effective date until the Registrant shall file a further amendment which
specifically states that this Registration Statement shall thereafter become effective in accordance with

Section 8(a) of the Securities Act of 1933 or until the Registration Statement shall become effective on such date
as the Commission, acting pursuant to said Section 8(a), may determine.
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Proxy Statement for the Special Meeting of Proxy Statement for the Special Meeting of
Shareholders of Meadowbrook Insurance Group, Inc. Shareholders of ProCentury Corporation

Prospectus of Meadowbrook Insurance Group, Inc.
in connection with the Issuance of up to
19,333,993 Shares of its Common Stock

Merger Proposed Your Vote is Very Important

The boards of directors of Meadowbrook Insurance Group, Inc. and ProCentury Corporation have approved a merger
agreement that would result in Meadowbrook s acquisition of ProCentury.

In the transaction, subject to the limitations described in this document, shareholders of ProCentury will have the
election to receive cash, shares of common stock of Meadowbrook, or a combination of both in exchange for
ProCentury common shares.

Under the terms of the merger agreement, Meadowbrook will give each ProCentury shareholder the opportunity to
elect to receive in connection with the merger, for each ProCentury common share that he or she owns, either:

$20.00 in cash, without interest; or

a number of shares of Meadowbrook common stock intended to provide ProCentury shareholders with
Meadowbrook shares having a value of $20.00, subject to adjustment. We will determine the exact exchange
ratio by dividing $20.00 by the volume-weighted average sales price of a share of Meadowbrook common stock
for the 30-day trading period ending on the sixth trading day before we complete the merger. The exchange
ratio, however, will be fixed at 1.9048 if the average sales price of a share of Meadowbrook common stock over
this period is equal to or greater than $10.50 and at 2.5000 if the average sales price of a share of Meadowbrook
common stock over this period is equal to or less than $8.00.

As we more fully explain in this joint proxy statement-prospectus, ProCentury shareholders will be permitted to elect
to receive cash, shares of Meadowbrook common stock, or a combination of both in exchange for their ProCentury
common shares; except that the elections by ProCentury shareholders will be subject to proration if the result of those
elections would cause the value of the cash to be received by holders of outstanding ProCentury shares to not equal
45% of the total value of the merger consideration.

Meadowbrook common stock is traded on the New York Stock Exchange under the symbol MIG. The closing price of
Meadowbrook common stock on May 23, 2008, was $6.78.

To complete this merger we must obtain the necessary government approvals and the approvals of the shareholders of
both our companies. Each of us will hold a special meeting of our shareholders to vote on this merger proposal. Your
vote is very important. Whether or not you plan to attend your shareholder meeting, please take the time to vote by
completing and mailing the enclosed proxy card to us. If you date and mail your proxy card without indicating how
you want to vote, your proxy will be counted as a vote FOR the merger.

The dates, times and places of the meetings are as follows:
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For Meadowbrook shareholders: For ProCentury shareholders:
Meadowbrook Insurance Group ProCentury Corporation
26255 American Drive 465 Cleveland Avenue
Southfield, Michigan 48034 Westerville, Ohio 43082
July 14, 2008, 2:00 p.m., local time July 14, 2008, 10:00 a.m., local time

This joint proxy statement-prospectus gives you detailed information about the merger we are proposing, and it
includes our merger agreement as an appendix. You can also obtain information about our companies from publicly
available documents we have filed with the Securities and Exchange Commission. We encourage you to read this
entire document carefully.

For a description of the risks you should consider in evaluating the merger and related matters described in
this document, see Risk Factors beginning on page 27.

We enthusiastically support this combination and join with the other members of our boards of directors in
recommending that you vote in favor of the merger.

Robert S. Cubbin Edward F. Feighan
President and Chief Executive Officer Chairman, President and Chief Executive Officer
Meadowbrook Insurance Group, Inc. ProCentury Corporation

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of the securities to be issued under this joint proxy statement-prospectus or determined if this
joint proxy statement-prospectus is accurate or adequate. Any representation to the contrary is a criminal
offense.

Joint proxy statement-prospectus dated May 27, 2008,
and first mailed to shareholders on or about June 2, 2008




Edgar Filing: MEADOWBROOK INSURANCE GROUP INC - Form S-4/A

Meadowbrook Insurance Group, Inc.
26255 American Drive
Southfield, Michigan 48034-5178

NOTICE OF SPECIAL MEETING OF SHAREHOLDERS
To Be Held On July 14, 2008

A special meeting of the shareholders of Meadowbrook Insurance Group, Inc., a Michigan corporation, will be held at
Meadowbrook Insurance Group, 26255 American Drive, Southfield, Michigan, on July 14, 2008, 2:00 p.m., local
time, for the following purposes:

1. To consider and vote upon a proposal to approve and adopt the Agreement and Plan of Merger dated as of
February 20, 2008 (as amended on May 6, 2008), between Meadowbrook Insurance Group, Inc., a Michigan
corporation, MBKPC Corp., a Michigan corporation, and ProCentury Corporation, an Ohio corporation, and approve
the transactions it contemplates, including but not limited to, the issuance of common stock by Meadowbrook to
ProCentury shareholders and the merger of ProCentury with MBKPC Corp.

2. To approve the adjournment and postponement of the special meeting, if necessary or appropriate, to solicit
additional proxies if there are insufficient votes at the time of the meeting to approve and adopt the merger agreement.

3. To transact such other business as may properly be brought before the special meeting, or any adjournments or
postponements of the special meeting.

The close of business on May 19, 2008, has been fixed as the record date for determining those shareholders entitled
to vote at the special meeting and any adjournments or postponements of the special meeting. Accordingly, only
shareholders of record on that date are entitled to notice of, and to vote at, the special meeting and any adjournments
or postponements of the special meeting.

By Order of the Board of Directors,
Robert S. Cubbin

President and Chief Executive Officer
May 27, 2008
Your board of directors unanimously recommends that you vote FOR the approval and adoption of the merger
agreement and approval of the transactions it contemplates and FOR the adjournment or postponement of the
special meeting, if necessary or appropriate, to solicit additional proxies.

YOUR VOTE IS VERY IMPORTANT

Whether or not you plan to attend the special meeting in person, please take the time to vote by completing and

mailing the enclosed proxy card in the enclosed postage-paid envelope. If you attend the special meeting, you
may still vote in person if you wish, even if you have previously returned your proxy card.
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ProCentury Corporation
465 Cleveland Avenue
Westerville, Ohio 43082

NOTICE OF SPECIAL MEETING OF SHAREHOLDERS
To Be Held On July 14, 2008

A special meeting of the shareholders of ProCentury Corporation, an Ohio corporation, will be held at ProCentury
Corporation, 465 Cleveland Avenue, Westerville, Ohio 43082, on July 14, 2008, 10:00 a.m., local time, for the
following purposes:

1. To consider and vote upon a proposal to approve and adopt the Agreement and Plan of Merger dated as of
February 20, 2008, (as amended on May 6, 2008) between Meadowbrook Insurance Group, Inc., a Michigan
corporation, MBKPC Corp., a Michigan corporation, and ProCentury Corporation, an Ohio corporation, and approve
the transactions it contemplates, including the merger of ProCentury with MBKPC Corp.

2. To approve the adjournment and postponement of the special meeting, if necessary or appropriate, to solicit
additional proxies if there are insufficient votes at the time of the meeting to approve and adopt the merger agreement.

3. To transact such other business as may properly be brought before the special meeting, or any adjournments or
postponements of the special meeting.

The close of business on May 19, 2008, has been fixed as the record date for determining those shareholders entitled
to vote at the special meeting and any adjournments or postponements of the special meeting. Accordingly, only
shareholders of record on that date are entitled to notice of, and to vote at, the special meeting and any adjournments
or postponements of the special meeting.

By Order of the Board of Directors,

Edward F. Feighan
Chairman, President and Chief Executive Officer

May 27, 2008
Your board of directors unanimously recommends that you vote FOR the approval and adoption of the merger

agreement and approval of the transactions it contemplates and FOR the adjournment or postponement of the
special meeting, if necessary or appropriate, to solicit additional proxies.

YOUR VOTE IS VERY IMPORTANT

Whether or not you plan to attend the special meeting in person, please take the time to vote by completing and
mailing the enclosed proxy card in the enclosed postage-paid envelope. If you attend the special meeting, you
may still vote in person if you wish, even if you have previously returned your proxy card.
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HOW TO OBTAIN ADDITIONAL INFORMATION

This joint proxy statement-prospectus incorporates business and financial information about Meadowbrook
and ProCentury that is not included in or delivered with this document. This information is described on
page 91 under Where You Can Find More Information. You can obtain free copies of this information by
writing or calling:

Meadowbrook Insurance Group, Inc. ProCentury Corporation

26255 American Drive 465 Cleveland Avenue
Southfield, Michigan 48034-5178 Westerville, Ohio 43082
Attention: Holly Moltane Attention: Jeffrey Racz
Telephone: (248) 204-8590 Telephone: (614) 895-2000
Email: holly.moltane @meadowbrook.com Email: JRacz@centurysurety.com

To obtain timely delivery of the documents, you must request the information by July 7, 2008.

v
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QUESTIONS AND ANSWERS ABOUT THE MERGER
What am I being asked to vote on?

Meadowbrook shareholders and ProCentury shareholders are being asked to approve and adopt a merger
agreement that will result in the merger of ProCentury with and into a subsidiary of Meadowbrook.

Why do Meadowbrook and ProCentury want to merge?

Meadowbrook and ProCentury believe that the proposed merger will provide each of its shareholders with
substantial benefits and will advance each of the companies strategic growth plans. The combination of the two
companies creates a diversified platform and gives both companies the size and product depth to compete at a
level greater than they could achieve as separate entities.

What will happen to ProCentury as a result of the merger?

If the merger is completed, ProCentury will merge with and into a subsidiary of Meadowbrook with the
Meadowbrook subsidiary being the surviving entity in the merger. The surviving entity will operate as a wholly
owned subsidiary of Meadowbrook under the name ProCentury Corporation.

What will I receive for my shares of ProCentury?

Under the terms of the merger agreement, at the effective time of the merger, shareholders of ProCentury will be
entitled to receive, for each ProCentury common share, either $20.00 in cash or Meadowbrook common stock
having a value of $20.00, subject to adjustment as described below. The exact exchange ratio will be determined
by dividing $20.00 by the volume-weighted average sales price of a share of Meadowbrook common stock for
the 30-day trading period ending on the sixth trading day before we complete the merger. The exchange ratio,
however, will be fixed at 1.9048 if the average sales price of a share of Meadowbrook common stock over this
period is equal to or greater than $10.50 and at 2.5000 if the average sales price of a share of Meadowbrook
common stock over this period is equal to or less than $8.00. As a result, ProCentury s shareholders receiving
Meadowbrook common stock may receive more or less than $20.00 per share in Meadowbrook common stock
for their shares. The volume weighted average sales price of Meadowbrook s common stock for the 30-day
trading period ending on May 23, 2008 was $7.44. Based on this price, the Meadowbrook common stock
received in exchange for a ProCentury common share would have a value of $18.60. Each ProCentury
shareholder will have the option to elect to receive $20.00 in cash or Meadowbrook stock for each ProCentury
common share, subject to proration so that the total cash consideration will equal 45% and the value of the
Meadowbrook common stock will equal 55% of the total consideration paid. Fractional shares will not be issued
in the merger. Instead of fractional shares, ProCentury shareholders will receive cash in an amount determined as
described in this joint proxy statement-prospectus.

What will happen to my shares of Meadowbrook?
All shares of Meadowbrook will remain outstanding.

How do I exchange my ProCentury stock certificates?

13
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If the merger is approved and consummated, after the merger is effective, the exchange agent, LaSalle Bank
National Association, will send to you a letter of transmittal, which will include instructions on where to
surrender your stock certificates for exchange.

What do the Meadowbrook board of directors and the ProCentury board of directors recommend?

Each of the boards of directors of Meadowbrook and ProCentury recommend and encourage their respective
shareholders to vote  FOR approval and adoption of the merger agreement and the transactions it contemplates.

Who must approve the proposals at the special meeting?

Holders of a majority of the outstanding voting shares of ProCentury and a majority of the votes cast at the
Meadowbrook special meeting (assuming a quorum is present) as of their respective record dates must approve

v
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and adopt the merger agreement and approve the transactions it contemplates and the adjournment or
postponement of the special meeting, if necessary or appropriate, to solicit additional proxies.

When and where will the special meetings take place?

The Meadowbrook special meeting will be held on July 14, 2008, at 2:00 p.m., local time, at Meadowbrook
Insurance Group, 26255 American Drive, Southfield, Michigan 48034. The ProCentury special meeting will be
held on July 14, 2008, at 10:00 a.m., local time, at ProCentury Corporation, 465 Cleveland Avenue, Westerville,
Ohio 43082.

Who can vote at the special meetings?

You can vote at the Meadowbrook special meeting if you owned shares of Meadowbrook common stock at the
close of business on May 19, 2008, the record date for the Meadowbrook special meeting.

You can vote at the ProCentury special meeting if you owned ProCentury common shares at the close of business
on May 19, 2008, the record date for the ProCentury special meeting.

What do I need to do now?

After reviewing this document, submit your proxy by sending a completed proxy card. By submitting your proxy,
you authorize the individuals named in it to represent you and vote your shares at the special meeting in
accordance with your instructions. Your proxy vote is important. Whether or not you plan to attend the
special meeting, please submit your proxy promptly in the enclosed envelope.

If my shares are held in street name by my broker, will my broker vote my shares for me?

Your broker will vote your shares only if you instruct your broker how to vote. Your broker will send you
directions on how to do this.

How will my shares be voted if I return a blank proxy card?

If you sign and date your proxy card but do not indicate how you want to vote, your proxies will be counted as a
vote FOR the proposals identified in this document and in the discretion of the persons named as proxies in any
other matters properly presented at the special meeting.

What will be the effect if I do not vote?

If you are a ProCentury shareholder, your failure to vote will have the same effect as if you voted against
approval and adoption of the merger agreement and the transactions it contemplates.

If you are a Meadowbrook shareholder, your failure to vote will affect whether or not a quorum is present for the
special meeting, but will not be counted as a vote for or against the merger.

Can I vote my shares in person?

Yes, if your shares are registered in your own name, you may attend the special meeting and vote your shares in
person. However, we recommend that you sign, date and promptly mail the enclosed proxy card.

15
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Can I change my mind and revoke my proxy?

Yes, you may revoke your proxy and change your vote at any time before votes are taken at the special meeting
by following the instructions in this document.

What if I oppose the merger? Do I have dissenters rights?

If you are a ProCentury shareholder, you have dissenters rights under Ohio law. A copy of the applicable
provisions of the Ohio Revised Code relating to dissenters rights is attached as Appendix C to this document.

Meadowbrook shareholders do not have the right to dissent under the Michigan Business Corporation Act.

vi
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Who can answer my questions?
You should contact:

Meadowbrook Insurance Group, Inc.
26255 American Drive

Southfield, Michigan 48034-5178
Attention: Karen M. Spaun
Telephone: (248) 358-1100
karen.spaun @meadowbrook.com

ProCentury Corporation
465 Cleveland Avenue
Westerville, Ohio 43082
Attention: Jeffrey Racz
Telephone: (614) 895-2000
JRacz@centurysurety.com

Is the merger expected to be taxable to me?

In general, ProCentury shareholders will not recognize any taxable gain or loss for federal income tax purposes to
the extent that they receive Meadowbrook common stock in exchange for their ProCentury common shares.
However, ProCentury shareholders will recognize taxable income or gain in connection with any cash received in
the merger.

Each of Meadowbrook s and ProCentury s obligations to complete the merger are conditioned upon receipt of an
opinion about the federal income tax treatment of the merger from its counsel. The opinion will not bind the
Internal Revenue Service, which could take a different view. To review in greater detail the tax consequences to
ProCentury shareholders, see Description of Transaction United States Federal Income Tax Consequences of the
Merger, beginning on page 60. You should consult your own tax advisor for a full understanding of the tax
consequences to you of the merger.

When do you expect the merger to be completed?
We are working to complete the merger as quickly as possible. If approved by the Meadowbrook and ProCentury
shareholders, we anticipate closing the merger in the third quarter of 2008. However, it is possible that factors

outside our control could require us to complete the merger at a later time or not complete it at all.

vii
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SUMMARY

This brief summary highlights selected information from this joint proxy statement-prospectus and does not contain
all of the information that may be important to you. We urge you to carefully read this entire document and the other
documents we refer to in this document. These will give you a more complete description of the transaction we are
proposing. For more information about our two companies, see  Where You Can Find More Information. We have
included page references in this summary to direct you to other places in this joint proxy statement-prospectus where
you can find a more complete description of the topics we have summarized.

General

This joint proxy statement-prospectus relates to the proposed merger of ProCentury with and into a subsidiary of
Meadowbrook. Meadowbrook and ProCentury believe the proposed merger will provide each of its shareholders with
substantial benefits and will further each of the companies strategic growth plans. The combination of the two
companies creates a diversified platform and gives both companies the size and product depth to compete at a level
greater than they could achieve as separate entities.

The Companies (pages 86 and 88)

Meadowbrook Insurance Group, Inc.
26255 American Drive

Southfield, Michigan 48034-5178
(248) 358-1100

Meadowbrook, a Michigan corporation based in Southfield, Michigan, is a leader in the specialty program
management market. Meadowbrook is a risk management organization, specializing in alternative risk management
solutions for agents, professional/trade associations, and small to medium-sized insureds. Meadowbrook s total gross
written premium for 2007 was $346.5 million and total shareholders equity at December 31, 2007 was $301.9 million.

ProCentury Corporation
465 Cleveland Avenue
Westerville, Ohio 43082
Telephone: (614) 895-2000

ProCentury, an Ohio corporation, is a specialty property and casualty insurance holding company based in Columbus,
Ohio. ProCentury writes specialty property and casualty insurance for small and mid-sized businesses through

Century Surety Company and ProCentury Insurance Company, its operating insurance companies. Century Surety
Company primarily writes excess and surplus lines insurance and markets its products through a select network of
general agents. ProCentury s total gross written premium for 2007 was $238.3 million and total shareholders equity at
December 31, 2007 was $161.0 million.

Special Meeting (pages 38 and 40)
Meadowbrook shareholders. A special meeting of Meadowbrook shareholders will be held on July 14, 2008, at 2:00

p.m., local time, at Meadowbrook Insurance Group, 26255 American Drive, Southfield, Michigan 48034. At the
special meeting, shareholders will be asked:
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to approve and adopt the merger agreement and approve the transactions it contemplates;
to adjourn or postpone the special meeting, if necessary or appropriate, to solicit additional proxies; and
to act on other matters that may properly be submitted to a vote at the meeting.
ProCentury shareholders. A special meeting of ProCentury shareholders will be held on July 14, 2008, at 10:00 a.m.,
local time, at ProCentury Corporation, 465 Cleveland Avenue, Westerville, Ohio 43082. At the special meeting,
shareholders will be asked:

to approve and adopt the merger agreement and approve the transactions it contemplates;

1
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to adjourn or postpone the special meeting, if necessary or appropriate, to solicit additional proxies; and
to act on other matters that may properly be submitted to a vote at the meeting.
Record Date; Vote Required (pages 38 and 40)

Meadowbrook shareholders. You may vote at the meeting of Meadowbrook s shareholders if you owned
Meadowbrook common stock at the close of business on May 19, 2008. You can cast one vote for each share of
Meadowbrook common stock that you owned at that time. To adopt the merger agreement and approve the
transactions it contemplates, the holders of a majority of the votes cast at Meadowbrook s special meeting (assuming a
quorum is present) must vote in favor of the merger.

You may vote your shares in person by attending the meeting or by mailing us your proxy if you are unable to or do
not wish to attend. You can revoke your proxy at any time before Meadowbrook takes a vote at the meeting by
submitting a written notice revoking the proxy or a later-dated proxy to the secretary of Meadowbrook, or by
attending the meeting and voting in person.

ProCentury shareholders. You may vote at the meeting of ProCentury s shareholders if you owned ProCentury
common shares at the close of business on May 19, 2008. You can cast one vote for each ProCentury common share
that you owned at that time. To approve and adopt the merger agreement and approve the transactions it contemplates,
the holders of a majority of the outstanding common shares of ProCentury as of the record date must vote in favor of
the merger.

You may vote your shares in person by attending the meeting or by mailing us your proxy if you are unable to or do
not wish to attend. You can revoke your proxy at any time before ProCentury takes a vote at the meeting by sending
notice of revocation to ProCentury in writing, sending a new proxy with a later date or giving notice to ProCentury of
your revocation at the special meeting. It is important to note that your presence at the special meeting, without any
further action on your part, will not revoke your previously granted proxy.

Authority to Adjourn or Postpone Special Meeting to Solicit Additional Proxies (pages 39 and 41)

Each of Meadowbrook and ProCentury is asking its shareholders to grant full authority for their respective special
meetings to be adjourned or postponed, if necessary or appropriate to permit solicitation of additional proxies to
approve the transactions proposed by this joint proxy statement-prospectus.

Dissenters Rights (page 42)

For ProCentury shareholders, under Ohio law, if the merger agreement is approved and adopted by ProCentury s
shareholders, any ProCentury shareholder that objects to the merger agreement may be entitled to seek relief as a
dissenting shareholder under Section 1701.85 of the Ohio Revised Code. To perfect dissenters rights, a record holder

must:

not vote his or her ProCentury common shares in favor of the proposal to approve and adopt the merger
agreement at the special meeting;

deliver a written demand for payment of the fair cash value of his or her ProCentury shares on or before the
tenth day following the special meeting; and
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otherwise comply with the statute.

Neither ProCentury nor Meadowbrook will notify shareholders of the expiration of this ten-day period. ProCentury
shares held by any person who desires to dissent but fails to perfect or who effectively withdraws or loses the right to
dissent as of the effective time of the merger under Section 1701.85 of the Ohio Revised Code will be converted into,
as of the effective time, the right to receive the merger consideration, without interest. A copy of Section 1701.85 of
the Ohio Revised Code is attached as Appendix C to this document.

Meadowbrook shareholders do not have the right to dissent under the Michigan Business Corporation Act.

2
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Recommendation to Shareholders (pages 40 and 43)

Meadowbrook shareholders. Meadowbrook s board of directors believes that the merger agreement and the merger are
fair to you and in your best interests, and unanimously recommends that you vote FOR the approval and adoption of
the merger agreement and approval of the transactions it contemplates and FOR the adjournment of postponement of
the special meeting, if necessary or appropriate, to solicit additional proxies.

ProCentury shareholders. ProCentury s board of directors believes that the merger agreement and the merger are fair
to you and in your best interests, and unanimously recommends that you vote FOR the approval and adoption of the
merger agreement and approval of the transactions it contemplates and FOR the adjournment of postponement of the
special meeting, if necessary or appropriate, to solicit additional proxies.

Share Ownership of Directors and Executive Officers (pages 39 and 41)

Meadowbrook shareholders. On the record date, Meadowbrook s directors, executive officers and their affiliates
owned approximately 2,991,605 shares, or 8.1% of the outstanding shares of Meadowbrook common stock. Even if all
of these individuals vote for the merger, because they own only approximately 8.1% of the outstanding shares of
Meadowbrook common stock, there is no assurance that the merger agreement will be approved and adopted.

ProCentury shareholders. On the record date, ProCentury s directors, executive officers and their affiliates owned
1,712,146, or approximately 12.8% of the outstanding ProCentury common shares. Even if all of these individuals
vote for the merger, because they own only approximately 12.8% of the outstanding ProCentury common shares, there
is no assurance that the merger agreement will be approved and adopted.

The Merger (page 43)

We have attached a copy of the merger agreement, as amended, to this document as Appendix A. Please read the
merger agreement. It is the legal document that governs the merger.

We propose a combination in which ProCentury will merge with and into a subsidiary of Meadowbrook, with the
subsidiary being the surviving entity in the merger, but adopting the name ProCentury Corporation. We expect to
complete the merger in the third quarter of 2008, although delays could occur.

What ProCentury Shareholders Will Receive in the Merger (page 66)

Under the terms of the merger agreement, at the effective time of the merger, shareholders of ProCentury will be
entitled to receive, for each ProCentury common share, either $20.00 in cash or Meadowbrook common stock having

a value of $20.00, subject to adjustment as described below. As long as the volume-weighted average sales price of a
share of Meadowbrook common stock for the 30-day trading period ending on the sixth trading day before we
complete the merger is between $8.00 and $10.50, the exchange ratio will vary such that the stock consideration
equals $20.00 per share based on the 30-day average price. Above or below this range for Meadowbrook s stock price,
the exchange ratio will be fixed as if the 30-day volume-weighted average sales price preceding the election date
equaled $10.50 or $8.00, as applicable. Specifically, if the 30-day volume-weighted average sales price is equal to or
above $10.50, the exchange ratio will be fixed at 1.9048, and if the 30-day volume-weighted average sales price is
equal to or below $8.00, the exchange ratio will be fixed at 2.5000. As a result, ProCentury s shareholders receiving
Meadowbrook common stock may receive more or less than $20.00 per share in Meadowbrook common stock for
their shares. The volume weighted average sales price of Meadowbrook s common stock for the 30-day trading period
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ending on May 23, 2008 was $7.44. Based on this price, the Meadowbrook common stock received in exchange for a
ProCentury common share would have a value of $18.60. Each ProCentury shareholder will have the option to elect to
receive $20.00 in cash or Meadowbrook stock for each ProCentury common share, subject to proration so that the
total cash consideration will equal 45% and the value of the Meadowbrook common stock will equal 55% of the total
consideration paid. Fractional shares will not be issued in the merger. Instead of fractional shares, ProCentury
shareholders will receive cash in an amount determined as described in this joint proxy statement-prospectus.

3
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Each share of Meadowbrook common stock will include all rights that are attached to or inherent in the
then-outstanding shares of Meadowbrook common stock, including preferred share purchase rights. See Effect of the
Merger on Rights of Shareholders.

The number of shares of Meadowbrook common stock ProCentury shareholders will receive in the merger is subject
to adjustments for reorganizations, recapitalizations, stock dividends and similar events that occur before the merger is
completed. None of those adjustments would alter the value of the exchange ratio.

You will need to surrender your ProCentury common share certificates to receive new certificates representing
common stock of Meadowbrook. However, this will not be necessary until you receive written instructions, which will
occur shortly after the time of the merger.

Meadowbrook will not issue any fractional shares. Instead, ProCentury shareholders will receive cash in lieu of any
fractional shares of common stock of Meadowbrook owed to them in exchange for their ProCentury common shares.
The amount of cash for any fractional shares will be based on Meadowbrook s 30-day volume-weighted average sales
price preceding the election date.

Exchange of Stock Certificates (page 68)

Shortly after the effective date of the merger, ProCentury shareholders will receive a letter and instructions on how to
surrender their certificates representing ProCentury common shares in exchange for certificates representing
Meadowbrook common stock. You must carefully review and complete these materials and return them as instructed
along with your ProCentury common share certificates. Please do not send any share certificates to Meadowbrook
or ProCentury until you receive these instructions.

Effect of the Merger on ProCentury Options (page 67)

In the merger, outstanding options to purchase ProCentury common shares will become fully vested and option
holders can either exercise such options and, in connection with the closing, elect to receive the form of merger
consideration described above for the ProCentury shares acquired on exercise or agree to have their options cancelled
in exchange for a per share cash payment equal to the difference between $20.00 and the exercise price of their
options.

Ownership After the Merger (page 29)

The number of shares of Meadowbrook common stock that will be owned by ProCentury shareholders as a result of
the merger will be determined based on the exchange ratio. The exact exchange ratio will be determined by dividing
$20.00 by the volume-weighted average sales price of a share of Meadowbrook common stock for the 30-day trading
period ending on the sixth trading day before we complete the merger. If, however, such volume weighted average
price is above $10.50 or below $8.00, the exchange ratio will be fixed at 1.9048 or 2.5000, respectively. See The
Merger Agreement Merger Consideration. Except where otherwise noted, for purposes of this joint proxy
statement-prospectus, we have assumed that Meadowbrook s 30-day volume-weighted average sales price preceding
the election date will be 7.44, which is the volume-weighted average sales price of a share of Meadowbrook common
stock for the 30-day trading period ending on May 23, 2008, the most recent practicable date prior to the printing of
this joint proxy statement-prospectus. Using this price, the exchange ratio would be 2.5000. Based on this exchange
ratio and assumed market price for the Meadowbrook common stock, upon completion of the merger, Meadowbrook
would issue approximately 19,054,032 shares of its common stock to ProCentury shareholders. Based on these
numbers, after the merger, on a fully-diluted basis, existing Meadowbrook shareholders would own approximately
66%, and former ProCentury shareholders would own approximately 34%, of the outstanding shares of common stock
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of Meadowbrook.

Effective Time of the Merger (page 69)

The merger will become effective when certificates of merger with respect to the merger have been accepted for filing
by the office of the Secretary of State of Ohio and the Michigan Department of Labor & Economic Growth, Bureau of

Commercial Services, Corporation Division. If our shareholders approve and adopt the merger at

4
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their special meetings, and all required regulatory approvals are obtained, we anticipate that the merger will be
completed in the third quarter of 2008, although delays could occur.

We cannot assure you that we can obtain the necessary shareholder and regulatory approvals or that the other
conditions to completion of the merger can or will be satisfied.

Federal Income Tax Consequences (page 60)

For federal income tax purposes, the exchange of ProCentury common shares for shares of Meadowbrook common
stock will not cause the holders of ProCentury common shares to recognize any gain or loss. Holders of ProCentury
common shares, however, will recognize income, gain or loss in connection with any cash received in the merger.

Tax matters can be complicated, and the tax consequences of the merger to you will depend on your particular
tax situation. We urge you to consult your tax advisor to determine the tax consequences of the merger to you.

Reasons for the Merger (pages 49 and 51)

Each of our boards of directors believes that the proposed merger will provide its shareholders with substantial
benefits and will advance each company s strategic growth plans. The combination of the two companies creates a
diversified platform and gives both companies the size and product depth to compete at a level greater than they could
achieve as separate entities. The boards also believe there are significant revenue opportunities, as well as cost savings
potential.

You can find a more detailed discussion of the background of the merger and Meadowbrook s and ProCentury s

reasons for the merger in this document under Description of Transaction Background of the Merger, Meadowbrook
Reasons for the Merger and Board Recommendation and  ProCentury s Reasons for the Merger and Board
Recommendation.

The discussion of our reasons for the merger includes forward-looking statements about possible or assumed future
results of our operations and the performance of the combined company after the merger. For a discussion of factors
that could affect these future results, see A Warning About Forward-Looking Statements.

Fairness Opinion of ProCentury s Financial Advisor (page 55)

ProCentury has received written opinions from Friedman, Billings, Ramsey and Co., Inc. ( FBR ) to the effect that,

subject to the terms, conditions and qualifications set forth therein, as of February 20, 2008, the date of the merger
agreement, and as of May 6, 2008, the date of the merger agreement amendment, the aggregate merger consideration

to be received by holders of ProCentury common shares pursuant to the merger agreement is fair, from a financial

point of view, to such holders. You can find a more detailed discussion of the opinions and summary of the analyses

of FBR under Description of Transaction Fairness Opinion of ProCentury s Financial Advisor. We have attached these
fairness opinions to this document as Appendices B-1 and B-2. You should read these opinions and the summary
completely to understand the procedures followed, matters considered and limitations on the reviews undertaken by

FBR in providing its opinions.

Acquisition Proposals (page 74)
The merger agreement restricts ProCentury s ability to solicit or encourage alternative acquisition proposals from third

parties. Notwithstanding these restrictions, under certain limited circumstances, ProCentury s board of directors may
respond to an unsolicited bona fide written proposal that ProCentury s board of directors determines in good faith
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would or could result in a transaction that is more favorable to ProCentury s shareholders from a financial point of
view than the merger.
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Conditions to Completion of the Merger (page 75)

The completion of the merger depends on a number of conditions being met. Subject to exceptions described in the
merger agreement, these include:

accuracy of the respective representations and warranties of Meadowbrook and ProCentury in the merger
agreement;

compliance in all material respects by each of Meadowbrook and ProCentury with their respective covenants
and agreements in the merger agreement;

approval of regulatory authorities;
approval of the merger agreement by each company s shareholders;

receipt by each of us of an opinion by our respective counsel that, for federal income tax purposes, ProCentury
shareholders who exchange their shares for shares of Meadowbrook common stock will not recognize any gain
or loss as a result of the merger, except in connection with the receipt of cash in the merger (the opinions will

be subject to various limitations and we recommend that you read the more detailed description of tax
consequences provided in this document under Description of Transaction United States Federal Income Tax
Consequences of the Merger ); and

the absence of any injunction or legal restraint blocking the merger, or of any proceedings by a government
body trying to block the merger.

A party to the merger agreement could choose to complete the merger even though a condition to its obligation has
not been satisfied, as long as the law allows it to do so. We cannot be certain when or if the conditions to the merger
will be satisfied or waived, or that the merger will be completed.

Termination and Termination Fees (page 76)

The parties can mutually agree at any time to terminate the merger agreement without completing the merger. Also,
either party can decide, without the consent of the other, to terminate the merger agreement if the merger has not been
completed by September 30, 2008 (which may be extended until December 31, 2008 in order to obtain governmental
approvals), unless the failure to complete the merger by that time is due to a violation of the merger agreement by the
party that wants to terminate the merger agreement.

In addition, either Meadowbrook or ProCentury can terminate the merger agreement if the conditions to its respective
obligation to complete the merger have not been satisfied. ProCentury can terminate the merger agreement if its board
of directors determines a competing takeover proposal from a third party is superior to the merger (provided certain
notice requirements have been satisfied).

ProCentury may be required to pay a termination fee of $9.5 million to Meadowbrook if the merger agreement is
terminated due to certain circumstances outlined in the merger agreement. For a discussion of these conditions and

fees, see The Merger Agreement Termination and Termination Fees.

Waiver and Amendment (page 77)
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Meadowbrook and ProCentury may jointly amend the merger agreement and either party may waive its right to
require the other party to adhere to any term or condition of the merger agreement. However, after ProCentury s
shareholders approve the merger, there may not be any amendment to the merger agreement (unless approved by
ProCentury s shareholders) if the amendment would reduce the amount or change the form of consideration to be paid
to ProCentury shareholders.

Regulatory Approvals (page 78)

We cannot complete the merger unless we obtain the prior approval from the Ohio Department of Insurance, Texas
Department of Insurance, and Department of Insurance, Securities and Banking for the District of Columbia.

6
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All filings necessary to obtain such approvals were filed with the appropriate state insurance departments early in the
second quarter of 2008. Meadowbrook anticipates that the required approvals will be received in the third quarter of
2008.

Management and Operations After the Merger (page 63)

The executive officers of Meadowbrook will remain the same as they were prior to the merger. The board of directors
of Meadowbrook will be comprised of all of Meadowbrook s current directors, plus two persons from ProCentury s
current board of directors who have yet to be selected.

Interests of Certain Persons in the Merger (page 63)

Some of ProCentury s directors and officers have interests in the merger that differ from, or are in addition to, the
interests of ProCentury shareholders generally.

The members of our boards of directors knew about these additional interests and considered them when they
approved the merger agreement and the transactions it contemplates.

Accounting Treatment (page 65)

The merger will be accounted for as a purchase transaction in accordance with accounting principles generally
accepted in the United States.

Expenses (page 78)

Each of Meadowbrook and ProCentury will pay its own expenses in connection with the merger, including printing
fees and fees and expenses of its own financial or other consultants, accountants and counsel. However,
Meadowbrook has agreed to pay the fees for all filings with the Securities and Exchange Commission (the SEC ),
registration and any fees payable to any governmental entity in connection with the merger, and Meadowbrook and
ProCentury have each agreed to pay one-half of all filing fees under the Hart-Scott-Rodino Act.

Effect of the Merger on the Rights of Shareholders (page 78)

Meadowbrook is incorporated in and governed by Michigan law. ProCentury is incorporated in and governed by Ohio
law. Upon our completion of the merger, the rights of ProCentury shareholders who receive Meadowbrook common
stock will be governed by Meadowbrook s articles of incorporation and bylaws and Michigan law. There are material
differences between the rights of the shareholders of Meadowbrook and ProCentury, which we describe in this
document under Effect of the Merger on Rights of Shareholders.

Comparative Market Prices of Common Stock (pages 9 and 10)

Shares of Meadowbrook common stock are traded on the New York Stock Exchange under the symbol MIG. On
February 20, 2008, the last trading day before we announced the merger, the last reported trading price of
Meadowbrook common stock was $9.16 per share. On May 23, 2008, the most recent practicable date prior to the
printing of this document, the last reported trading price of Meadowbrook common stock was $6.78 per share. We can
make no prediction or guarantee at what price Meadowbrook common stock will trade after the completion of the
merger.
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ProCentury common shares are traded on the Nasdaq Global Select Market under the symbol PROS. On February 20,
2008, the last trading day before we announced the merger, the last reported trading price of the ProCentury common
shares was $15.38 per share. On May 23, 2008, the most recent practicable date prior to the printing of this document,
the last reported trading price of ProCentury common shares was $17.25 per share.

7
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Comparative Per Share Data

The following table presents comparative historical per share data of Meadowbrook and ProCentury and unaudited
pro forma per share data that reflect the combination of Meadowbrook and ProCentury using the purchase method of
accounting.

In order to calculate the pro forma per share data for ProCentury, we have assumed an exchange ratio of 2.24, which
was calculated by assuming a Meadowbrook stock price of $8.92, which was the closing stock price of Meadowbrook
common stock on the trading day immediately before the trading day on which Meadowbrook and ProCentury
announced their merger agreement. The equivalent pro forma combined amounts for ProCentury were therefore
calculated by multiplying the pro forma combined amounts for Meadowbrook by 2.24. However, as explained in this
joint proxy statement-prospectus, the exchange ratio may vary as the market price of Meadowbrook s common stock
fluctuates. The exact exchange ratio will be determined by dividing $20.00 by the volume-weighted average sales
price of a share of Meadowbrook common stock for the 30-day trading period ending on the sixth trading day before
we complete the merger. If such volume-weighted average price is above $10.50 or below $8.00, the exchange ratio
will be fixed at 1.9048 or 2.5000, respectively. The volume-weighted average sales price of Meadowbrook s common
stock for the 30-day trading period ending on May 23, 2008 was $7.44. Using this price, the exchange ratio would be
2.5000. The information listed below also assumes that the aggregate amount of stock consideration to be paid in the
merger will be equal to 55% of the total consideration paid by Meadowbrook.

We expect that we will incur merger and integration charges as a result of combining our companies. We also
anticipate that the merger will provide the combined company with financial benefits that include reduced operating
expenses and the opportunity to earn more revenue. The pro forma information, while helpful in illustrating the
financial characteristics of the combined company under one set of assumptions, does not reflect these expenses or
benefits and, accordingly, does not attempt to predict or suggest future results. It also does not necessarily reflect what
the historical results of the combined company would have actually been had our companies been combined as of the
dates or for the periods presented.

Meadowbrook
Three Months Year Ended
Ended December 31,
March 31, 2008 2007
Historical:
Net income  basic $ 0.19 $ 0.85
Net income diluted $ 0.19 $ 0.85
Cash dividends declared $ 0.02
Book value at end of period $ 8.37 $ 8.16
Pro forma combined:
Net income  basic $ 0.20 $ 0.94
Net income diluted $ 0.20 $ 0.94
Cash dividends declared $ 0.02 $ 0.04
Book value at end of period $ 8.55 $ 8.40
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ProCentury
Three Months Year Ended
Ended December 31,
March 31, 2008 2007

Historical:
Net income  basic $ 0.39 $ 1.87
Net income  diluted $ 0.39 $ 1.85
Cash dividends declared $ 0.04 $ 0.16
Book value at end of period $ 12.31 $ 12.05
Equivalent pro forma combined:
Net income  basic $ 0.45 $ 2.11
Net income  diluted $ 0.45 $ 2.11
Cash dividends declared $ 0.04 $ 0.09
Book value at end of period $ 19.15 $ 18.82

Market Price Information

Meadowbrook common stock is traded on the New York Stock Exchange under the symbol MIG. On February 20,
2008, the last trading day before public announcement of the execution of the merger agreement, and May 23, 2008,
the most recent practicable date prior to the printing of this document, the market prices of Meadowbrook common
stock and the equivalent price per share of Meadowbrook common stock giving effect to the merger, were as follows:

Closing Sales Price

Equivalent
Price
per Share of
Meadowbrook
Meadowbrook ProCentury Common Stock

Price per share
February 20, 2008 $ 9.16 $ 15.38 $ 20.52
May 23, 2008 $ 6.78 $ 17.25 $ 16.95

The Equivalent Price Per Share of Meadowbrook Common Stock at February 20, 2008 in the above table represents
the product achieved when the closing sales price of a share of Meadowbrook common stock on that date ($9.16) is
multiplied by the exchange ratio of 2.24, which is the number of shares of Meadowbrook common stock that a
ProCentury shareholder would receive for a ProCentury common share assuming the 30-day volume weighted
average sales price of a share of Meadowbrook common stock is $8.92 (the closing price of Meadowbrook common
stock on the trading day immediately before the trading day on which Meadowbrook and ProCentury announced their
merger agreement). The Equivalent Price Per Share of Meadowbrook Common Stock at May 23, 2008 in the above
table represents the product achieved when the closing sales price of a share of Meadowbrook common stock on that
date ($6.78) is multiplied by the exchange ratio of 2.5000, which is the number of shares of Meadowbrook common
stock that a ProCentury shareholder would receive for a ProCentury common share assuming the 30-day volume
weighted average sales price of a share of Meadowbrook common stock is $7.44 (the volume-weighted average sales
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price of Meadowbrook common stock for the 30-day trading period ending on May 23, 2008). The merger agreement
provides that the actual exchange ratio will be set based on the 30-day volume weighted average sales price of a share
of Meadowbrook common stock as of the sixth trading day prior to closing, unless such price is less than $8.00, in
which case the exchange ratio will be 2.5000, or if such price is more than $10.50, the exchange ratio will be 1.9048.
The Equivalent Price Per Share of Meadowbrook Common Stock is also subject to the assumption that the aggregate
amount of stock consideration to be paid in the merger will be equal to 55% of the total consideration paid by
Meadowbrook.

The market price of Meadowbrook common stock will fluctuate between the date of this document and the date on
which the merger is completed and after the merger. Because the market price of Meadowbrook common

9
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stock is subject to fluctuations, the exchange ratio may change. In addition, the value of the shares of Meadowbrook
common stock that ProCentury shareholders will receive in the merger may increase or decrease after the merger.

By voting to approve and adopt the merger agreement and approve the transactions it contemplates, ProCentury
shareholders will be choosing to invest in the combined Meadowbrook/ProCentury, because they may receive
Meadowbrook common stock in exchange for their ProCentury common shares. An investment in Meadowbrook
common stock involves significant risk. In addition to the other information included in this joint proxy
statement-prospectus, including the matters addressed in A Warning About Forward-Looking Statements beginning
on page 37, ProCentury shareholders should carefully consider the matters described below in Risk Factors beginning
on page 27 when determining whether to vote for approval and adoption of the merger agreement and approve the
transactions it contemplates.

Historical Market Prices and Dividend Information

Meadowbrook. Meadowbrook s common stock is traded on the New York Stock Exchange under the symbol MIG.
The following table sets forth, for the calendar quarter indicated, the high and low market prices per share of
Meadowbrook common stock as reported on the New York Stock Exchange and the dividends per share of
Meadowbrook common stock:

Dividends
Quarter Ended High Low Declared
Year-to-date 2008:
Second quarter (through May 23, 2008) $ 860 $ 672 $ 0.02
First quarter 9.95 7.16 0.02
2007:
Fourth quarter 10.00 8.40
Third quarter 11.57 8.02
Second quarter 12.45 9.94
First quarter 11.68 9.10
2006:
Fourth quarter 12.48 8.78
Third quarter 11.83 8.32
Second quarter 8.91 6.68
First quarter 7.00 5.63

The timing and amount of future dividends on shares of Meadowbrook common stock will depend upon earnings,
cash requirements, the financial condition of Meadowbrook and its subsidiaries, applicable government regulations
and other factors deemed relevant by Meadowbrook s board of directors.

ProCentury. ProCentury s common shares are traded on the Nasdaq Global Select Market under the symbol PROS.

The following table sets forth, for the calendar quarter indicated, the high and low market prices per ProCentury
common share as reported on the Nasdaq Global Select Market and the dividends per ProCentury common share:

Dividends
Quarter Ended High Low Declared
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Year-to-date 2008:
Second quarter (through May 23, 2008) $ 18.75 $ 17.00
First quarter 18.95 13.95
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0.04
0.04
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Quarter Ended

2007:

Fourth quarter
Third quarter
Second quarter
First quarter
2006:

Fourth quarter
Third quarter
Second quarter
First quarter
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High

15.54
16.84
24.00
23.30

18.92
15.74
14.29
13.64

Low

13.60
11.90
16.50
17.75

14.29
12.89
12.50
10.50

Dividends
Declared

0.04
0.04
0.04
0.04

0.04
0.04
0.035
0.03

The timing and amount of future dividends on ProCentury common shares will depend upon earnings, cash
requirements, the financial condition of ProCentury and its subsidiaries, applicable government regulations and other
factors deemed relevant by ProCentury s board of directors.

Selected Historical Financial Data

The following tables present selected consolidated financial data as of and for each of the years in the five year period

ended December 31, 2007 and as of and for the three months ended March 31, 2008 and 2007, for each of

Meadowbrook and ProCentury. The information for Meadowbrook is based on the historical financial information that
is contained in reports Meadowbrook has previously filed with the Securities and Exchange Commission, or the SEC,
which can be found in its Annual Report on Form 10-K for the year ended December 31, 2007 and its Quarterly
Report on Form 10-Q for the three months ended March 31 2008. The information for ProCentury is based on the
historical financial information that is contained in reports ProCentury has previously filed with the SEC, which can
be found in its Annual Report on Form 10-K for the year ended December 31, 2007 and its Quarterly Report on Form
10-Q for the three months ended March 31 2008. See  Where You Can Find More Information on page 91.

You should read the following tables in conjunction with the consolidated financial statements contained in the
Annual Reports and the condensed consolidated financial statements contained in the Quarterly Reports described

above.

Historical results do not necessarily indicate the results that you can expect for any future period.

MEADOWBROOK SELECTED HISTORICAL FINANCIAL DATA

For the Three
Months
Ended March 31, For the Years Ended December 31,
2008 2007 2007 2006 2005 2004

(Dollars in thousands, except per share and ratio data)

(Unaudited)

Income Statement

Data:

2003
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Gross written
premiums

Net written
premiums

Net earned
premiums

Net commissions
and fees

Net investment
income

Net realized gains
Total revenue
Net losses and LAE

$ 90,468 $ 89,504
71,399 71,972

66,022 65,204

12,031 11,551
7,148 6,156
(31 (6)

85,170 82,905
37,661 36,646

$ 346,451
280,211
268,197

45,988
26,400
150
340,735

150,969
11

$ 330,872 $ 332,209

262,668
254,920
41,172
22,075
69

318,236
146,293

258,134
249,959
35,916
17,975
167

304,017
151,542

$ 313,493
233,961
214,493

40,535
14,911
339

270,278
135,938

$ 253,280
189,827
151,205

45,291
13,484
823

210,803
98,472
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For the Three Months
Ended March 31, For the Years Ended December 31,
2008 2007 2007 2006 2005 2004
(Dollars in thousands, except per share and ratio data)
(Unaudited)
olicy acquisition and
ther underwriting
xpenses 13,147 13,643 53,717 50,479 44,439 33,424
dther administrative
xpenses 8,832 7,393 32,269 28,824 26,810 25,588
alaries and employee
enefits 12,755 13,532 56,433 54,569 51,331 52,297
\mortization expense 1,551 144 1,930 590 373 376
nterest expense 1,311 1,488 6,030 5,976 3,856 2,281
ncome before income
axes and equity
arnings of affiliates 9,913 10,059 39,387 31,505 25,666 20,374
{quity earnings of
ffiliates 56 13 331 128 1 39
let income 7,058 6,923 27,992 22,034 17,910 14,061
‘arnings per share
diluted $ 0.19 $ 0.23 $ 0.85 $ 0.75 $ 0.60 $ 0.48 $
Jalance Sheet Data:
“otal investments and
ash and cash
quivalents $ 640,042 $ 553,016 $ 651,601 $ 527,600 $ 460,233 $ 402,156 $
“otal assets 1,130,827 1,009,352 1,113,966 969,000 901,344 801,696
oss and LAE
eserves 545,521 514,833 540,002 501,077 458,677 378,157
Debt 10,400 7,000 7,000 12,144
debentures 55,930 55,930 55,930 55,930 55,930 35,310
hareholders equity 309,915 207,379 301,894 201,693 177,365 167,510
ook value per share  $ 837  $ 7.02 % 816 $ 693 $ 6.19 $ 576 %
)ther Data:
yAAP ratios
insurance companies
nly):
Vet loss and LAE
atio(1) 61.7% 61.3% 61.2% 62.3% 65.2% 67.9%
{xpense ratio(1) 32.2% 35.0% 34.2% 34.5% 33.5% 33.5%
“ombined ratio 93.9% 96.3% 95.4% 96.8% 98.7% 101.4%

(1) Both the GAAP loss and loss adjustment expense ratio and the GAAP expense ratio are calculated based upon
unconsolidated insurance company operations. The following table sets forth the intercompany fees, which are
eliminated upon consolidation.

2003

23,606
22,879

48,238
353
977

16,278

10,099

0.35

324,235
692,266

339,465
17,506
10,310

155,113

5.34

70.1%
34.3%
104.4%
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Unconsolidated GAAP data Ratio Calculation Table:

For the Three
Months
Ended March 31,
2008 2007 2007
(Unaudited)
Net earned
premiums $ 66,022 $ 65204 $ 268,197

Consolidated net

losses and LAE $ 37,661 $ 36,646 $ 150,969
Intercompany

claim fees 3,106 3,295 13,058

12

For the Years Ended December 31,

2006

$ 254,920
$ 146,293

12,553

$
$

2005

249,959
151,542

11,523

$
$

2004

214,493
135,938

9,691

2003

$ 151,205
$ 98,472

7,514
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For the Three Months
Ended March 31, For the Years Ended December 31,
2008 2007 2007 2006 2005 2004 2003
(Unaudited)

Unconsolidated
net losses and
LAE $ 40,767 $ 39,941 $ 164,027 $ 158,846 $ 163,065 $ 145,629 $ 105,986

GAAP net loss

and LAE ratio 61.7% 61.3% 61.2% 62.3% 65.2% 67.9% 70.1%
Consolidated

policy

acquisition and

other

underwriting

expenses $ 13,147 $ 13,643 $ 53,717 $ 50479 $ 44439 § 33424 § 23,606
Intercompany

administrative

and other

underwriting

fees 8,088 9,152 37,890 37,442 39,231 38,359 28,296

Unconsolidated

policy

acquisition and

other

underwriting

expenses $ 21,235 $ 22795 $ 91,607 § 87921 $ 83670 $§ 71,783 $ 51,902

GAAP expense

ratio 32.2% 35.0% 34.2% 34.5% 33.5% 33.5% 34.3%
GAAP

combined ratio 93.9% 96.3% 95.4% 96.8% 98.7% 101.4% 104.4%

Management uses the GAAP combined ratio and its components to assess and benchmark underwriting performance.
The GAAP combined ratio is the sum of the GAAP loss and loss adjustment expense ratio and the GAAP expense
ratio. The GAAP loss and loss adjustment expense ratio is the unconsolidated net loss and loss adjustment expense in
relation to net earned premiums. The GAAP expense ratio is the unconsolidated policy acquisition and other

underwriting expenses in relation to net earned premiums.

PROCENTURY SELECTED HISTORICAL FINANCIAL DATA

Three Months
Ended March 31, Years Ended December 31,
2008 2007 2007 2006 2005 2004 2003
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(Dollars in thousands, except per share data)

(Unaudited)
Operating Data:
Premiums earned $ 48345 $ 54388 $ 217,562 $ 218,992 $ 177,630 $ 148,702
Net investment income 5,332 5,433 22,081 19,372 14,487 10,048
Net realized investment
(losses) gains (462) (201) (1,982) 80 (326) 50
Other income 86 123 489 437 198
Total revenues 53,301 59,743 238,150 238,881 191,989 158,800
Discontinued operations(1) 1,259
Net income 5,224 5,379 24,756 20,901 10,241 14,980
Comprehensive income
(loss) 4,073 3,978 18,442 21,655 6,271 14,566

13

108,294
6,499

1,932
116,725
1,548

314

(405)
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loss) from
perations before
operations

| operations

income per

loss) from
perations before
operations

| operations

erage of shares

erformance

ods ended)

1 premiums(2)
remiums(3)
rwriting Ratios:
ods ended)

0(5)
ti0(6)

et Data:

f the period)
estments
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aid losses, net
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Three Months
Ended March 31,
2008 2007
(Unaudited)
$ 0.39 $ 0.41
$ 0.39 $ 0.41
$ 0.39 $ 0.40
$ 0.39 $ 0.40
13,307,738 13,227,427
13,446,658 13,421,607
$ 53,866 $ 58,455
45,153 50,060
57.5% 62.3%
35.9% 32.3%
93.4% 94.6%
$ 486,595 $ 449,183
44,304 42,233
665,743 591,378

$

$

2007

Years Ended December 31,

2006 2005

(Dollars in thousands, except per share data)

1.87

1.87

1.85

1.85

13,242,083

13,392,949

238,346
203,804

57.9%
33.8%

91.7%

467,276
44,777

607,054

$

$

159 % 078 %
159 % 078 %
158 % 078 %
158 % 078 %
13,121,848 13,060,509
13,256,419 13,129,425
283,036 $ 216,164  $
247919 189,519
61.9% 66.6%
32.6% 32.8%
94.5% 99.4%
436,062 $ 366,410  §
43,628 43,870
579,048 474,145

2004

1.29
0.12

1.41

1.29
0.12

1.41

10,623,645

10,653,316

191,405
166,024

59.9%
31.9%

91.8%

315,008
33,382

394,927
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Loss and loss
expense
reserves
Liabilities
available for
sale

Long- term
debt

Total
shareholders
equity

Other Data:
Net writings
ratio,
including
discontinued
operations(7)
Return on
average

equity(8)
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(Dollars in thousands, except per share data)

Three Months
Ended March 31,
2008 2007
(Unaudited)
280,228 260,181
25,000 25,000
165,262 147,248
1.1 1.4
12.8% 14.9%

2007

279,253

25,000

161,021

1.3

16.3%

Years Ended December 31,

2006

250,672

25,000

142,388

1.8

15.9%

2005

211,647

25,000

121,203

1.6

8.7%

2004

153,236

25,000

115,237

1.4

18.5%

2003

129,236

51,431

34,133

36,397

1.7

0.9%

(1) Immediately prior to the completion of ProCentury s initial public offering, the common shares of Evergreen

National Indemnity Company, or Evergreen, and its wholly owned subsidiary, Continental Heritage Insurance

Company, or Continental, were distributed as dividends from Century Surety Company, or Century, to
ProCentury and then by ProCentury to ProCentury s existing Class A shareholders. Prior to the dividends,
Evergreen was a controlled subsidiary of Century. The operations of Evergreen and Continental consisted of
ProCentury s historical surety and assumed excess workers compensation lines of insurance, which were
re-classified (net of minority interest and income taxes) as discontinued operations in the above selected

consolidated financial data.

(2) The amount received or to be received for insurance policies written by ProCentury during a specific period of

time without reduction for acquisition costs, reinsurance costs or other deductions.

(3) Gross written premiums less the portion of such premiums ceded to (reinsured by) other insurers during a

specific period of time.

(4) The ratio of losses and loss expenses to premiums earned, net of the effects of reinsurance.

(5) The ratio of amortization of deferred policy acquisition costs and other underwriting expenses to premiums

earned, net of the effects of reinsurance.
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(6) The sum of the loss and loss expense ratio, net of the effects of reinsurance.

(7) The ratio of net written premiums to ProCentury s insurance subsidiaries combined statutory surplus.
Management believes this measure is useful in gauging ProCentury s exposure to pricing errors in its current
book of business. It may not be comparable to the definition of net writings ratio used by other companies. For
periods prior to 2004, this ratio includes discontinued operations, as the insurance subsidiaries combined
statutory surplus is not allocated by line of business. Therefore, in computing the ratio of net written premiums
to its insurance subsidiaries combined statutory surplus ProCentury did not restate the net written premium for
discontinued operations to be consistent with that of the subsidiaries combined statutory surplus.

(8) Return on average equity consists of the ratio of net income to the average of the beginning of period and end of
period total shareholders equity. For 2004, return on average equity consists of the ratio of net income to the
average equity, which is based on the average of the beginning of period and the end of each quarters total
shareholders equity.

Unaudited Pro Forma Condensed Consolidated Financial Statements

The preliminary Unaudited Pro Forma Condensed Consolidated Balance Sheet at March 31, 2008 combines the
historical consolidated balance sheets of Meadowbrook and ProCentury, giving effect to the merger as if it had been
consummated on March 31, 2008. The preliminary Unaudited Pro Forma Condensed Consolidated Income Statements
for the year ended December 31, 2007 and for the three months ended March 31, 2008 combine the historical
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consolidated statements of income of Meadowbrook and ProCentury giving effect to the merger as if it had occurred
on January 1, 2007. The preliminary unaudited pro forma condensed consolidated financial statements reflect an
exchange ratio of 2.24. However, as explained in this joint proxy statement-prospectus, the exchange ratio may vary
as the market price of Meadowbrook common stock fluctuates. The exact exchange ratio will be determined by
dividing $20.00 by the volume-weighted average sales price of a share of Meadowbrook common stock for the 30-day
trading period ending on the sixth trading day before we complete the merger. If such volume-weighted average price
is above $10.50 or below $8.00, the exchange ratio will be fixed at 1.9048 or 2.5000, respectively. The
volume-weighted average sales price of Meadowbrook s common stock for the 30-day trading period ending on
May 23, 2008 was $7.44. Using this price, the exchange ratio would be 2.5000. We have adjusted the historical
consolidated financial statements to give effect to pro forma events that are (1) directly attributable to the merger,

(2) factually supportable, and (3) with respect to the statements of income, expected to have a continuing impact on
the combined results. You should read this information in conjunction with the following:

Accompanying notes to the preliminary unaudited pro forma condensed consolidated financial statements;

Meadowbrook s separate historical audited consolidated financial statements as of and for the year ended
December 31, 2007 included in Meadowbrook s Annual Report on Form 10-K for the year ended December 31,
2007;

Meadowbrook s separate historical unaudited consolidated financial statements as of and for the three months
ended March 31, 2008 included in Meadowbrook s Form 10-Q for the three months ended March 31, 2008;

ProCentury s separate historical audited consolidated financial statements as of and for the year ended
December 31, 2007 included in ProCentury s Annual Report on 10-K for the year ended December 31, 2007;
and

ProCentury s separate historical unaudited consolidated financial statements as of and for the three months
ended March 31, 2008 included in ProCentury s Form 10-Q for the three months ended March 31, 2008.

The preliminary unaudited pro forma condensed consolidated financial statements have been prepared for
informational purposes only. The preliminary unaudited pro forma adjustments represent management s estimates
based on information available at this time. The preliminary unaudited pro forma condensed consolidated financial
statements are not necessarily indicative of what the financial position or results of operations actually would have
been had the merger been completed at the dates indicated. In addition, the preliminary unaudited pro forma
condensed consolidated financial statements do not purport to project the future financial position or operating results
of the combined company. The preliminary unaudited pro forma condensed consolidated financial statements do not
give consideration to the impact of possible revenue enhancements, expense efficiencies, synergies or asset
dispositions that may result from the merger.

The preliminary unaudited pro forma condensed consolidated financial statements have been prepared using the
purchase method of accounting with Meadowbrook treated as the accounting acquirer. Accordingly, Meadowbrook s
cost to acquire ProCentury has been allocated to the acquired assets, liabilities and commitments based upon their
estimated fair values at the date indicated. The allocation of the purchase price is preliminary and is dependent upon
certain valuations and other studies that have not progressed to a stage where there is sufficient information to make a
definitive allocation. Accordingly, the final purchase accounting adjustments may be materially different from the
preliminary unaudited pro forma adjustments presented herein.
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Unaudited Pro Forma Condensed Consolidated Balance Sheet

March 31, 2008
Pro Forma
Meadowbrook ProCentury Adjustments Meadowbrook
Historical Historical (Note 2) Pro Forma

(Dollars and shares in thousands)

ASSETS

Investments $ 590,030 $ 479,238 $ 27(a) $ 1,069,295
Cash and cash equivalents 50,012 7,357 (57,369)(b)

Accrued investment income 6,776 4,164 10,940
Premiums and agent balances receivable, net 94,611 34,195 128,806
Reinsurance recoverable on:

Paid losses (239) 4,650 4,411
Unpaid losses 198,031 39,654 237,685
Prepaid reinsurance premiums 18,883 15,765 34,648
Deferred policy acquisition costs 28,420 24,033 52,453
Deferred income taxes, net 15,268 15,137 (254)(¢c) 30,151
Goodwill 53,030 240 120,498(d) 173,768
Other assets 76,005 41,310 1,008(e) 118,323
Total assets $ 1,130,827 $ 665,743 $ 63,910 $ 1,860,480

LIABILITIES AND SHAREHOLDERS EQUITY

Losses and loss adjustment expenses $ 545521 $ 280,228 $ $ 825,749
Unearned premiums 160,424 112,383 272,807
Bank revolving credit facility 4,650 2,060(f) 6,710
Bank term loan facility 75,000(g) 75,000
Debentures 55,930 25,000 80,930
Accounts payable and accrued expenses 20,761 3,364 1,985(h) 26,110
Reinsurance funds held and balances payable 15,862 7,367 23,229
Payable to insurance companies 5,899 5,899
Other liabilities 16,515 67,489 84,004
Total liabilities 820,912 500,481 79,045 1,400,438
Shareholders Equity 309,915 165,262 (15,135)(d) 460,042
Total liabilities and shareholders equity $ 1,130,827 $ 665,743 $ 63,910 $ 1,860,480
Shares outstanding (note 3) 37,021 13,421 53,783

See Accompanying Notes to the Unaudited Pro Forma Condensed Consolidated Financial Statements
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Unaudited Pro Forma Condensed Consolidated Income Statement
For the three months ended March 31, 2008

Pro Forma
Meadowbrook ProCentury Adjustments Meadowbrook
Historical Historical (Note 2) Pro Forma

(Dollars and shares in thousands, except per share data)

Revenues

Premiums earned

Gross $ 83,971 $ 56,128 $ $ 140,099
Ceded (17,949) (7,783) (25,732)
Net earned premiums 66,022 48,345 114,367
Net commissions and fees 12,031 86 12,117
Net investment income 7,148 5,332 (840)(3) 11,640
Net realized losses 3D (462) (493)
Total revenues 85,170 53,301 (840) 137,631
Expenses

Losses and loss adjustment expenses 48,739 29,045 (1,470)(k) 76,314
Reinsurance recoveries (11,078) (1,260) (12,338)
Net losses and loss adjustment expenses 37,661 27,785 (1,470) 63,976
Salaries and employee benefits 12,755 6,754(k) 19,509
Policy acquisition and other underwriting

expenses 13,147 14,176 (2,650)(k) 24,673
Other administrative expenses 8,832 3,193 (2,634)(k) 9,391
Amortization expense 1,551 1,551
Interest expense 1,311 596 1,348(1) 3,255
Total expenses 75,257 45,750 1,348 122,355
Income before taxes and equity earnings 9,913 7,551 (2,188) 15,276
Federal and state income tax expense 2911 2,327 (643)(m) 4,595
Equity earnings of affiliates 56 56
Net income $ 7,058 $ 5,224 $ (1,545) $ 10,737

Per common share information (Note 3)
Net income per common share:
Basic $ 0.19 % 0.39 $ 0.20

Diluted $ 019 § 0.39 $ 0.20
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Weighted average number of shares

outstanding:
Basic 37,012 13,308 3,454(n) 53,774
Diluted 37,103 13,447 3,315(0) 53,865

See Accompanying Notes to the Unaudited Pro Forma Condensed Consolidated Financial Statements
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Unaudited Pro Forma Condensed Consolidated Income Statement
For the year ended December 31, 2007

Pro Forma
Meadowbrook
Meadowbrook ProCentury Adjustments Pro
Historical Historical (Note 2) Forma

(Dollars and shares in thousands, except per share data)

Revenues

Premiums earned

Gross $ 337,099 $ 251,321 $ $ 588,420
Ceded (68,902) (33,759) (102,661)
Net earned premiums 268,197 217,562 485,759
Net commissions and fees 45,988 489 46,477
Net investment income 26,400 22,081 (2,857)(p) 45,624
Net realized gains (losses) 150 (1,982) (1,832)
Total revenues 340,735 238,150 (2,857) 576,028
Expenses

Losses and loss adjustment expenses 191,885 136,983 (5,647)(q) 323,221
Reinsurance recoveries (40,916) (11,066) (51,982)
Net losses and loss adjustment expenses 150,969 125,917 (5,647) 271,239
Salaries and employee benefits 56,433 25,658(q) 82,091
Policy acquisition and other underwriting

expenses 53,717 55,230 (8,844)(q) 100,103
Other administrative expenses 32,269 18,280 (11,167)(q) 39,382
Amortization expense 1,930 1,930
Interest expense 6,030 2,681 5,934(r) 14,645
Total expenses 301,348 202,108 5,934 509,390
Income before taxes and equity earnings 39,387 36,042 (8,791) 66,638
Federal and state income tax expense 11,726 11,286 (2,620)(s) 20,392
Equity earnings of affiliates 331 331
Net income $ 27,992 $ 24,756 $ (6,171) $ 46,577
Per common share information (Note 3)

Net income per common share:

Basic $ 0.85 $ 1.87 $ 0.94
Diluted $ 0.85 $ 1.85 $ 0.94
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Weighted average number of shares

outstanding:
Basic 33,007 13,242 3,407(t)
Diluted 33,102 13,393 3,256(u)

See Accompanying Notes to the Unaudited Pro Forma Condensed Consolidated Financial Statements
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Notes to the Unaudited Pro Forma Condensed Consolidated Financial Statements
Note 1 Basis of Pro Forma Presentation

On February 20, 2008, Meadowbrook entered into an agreement and plan of merger with ProCentury. The transaction
will be treated as a purchase business combination by Meadowbrook of ProCentury under accounting principles
generally accepted in the United States of America.

The preliminary Unaudited Pro Forma Condensed Consolidated Balance Sheet at March 31, 2008 reflects the merger
as if it occurred on March 31, 2008. The preliminary Unaudited Pro Forma Condensed Consolidated Income
Statements for the year ended December 31, 2007 and for the three months ended March 31, 2008 reflect the merger
as if it occurred on January 1, 2007. The pro forma adjustments herein reflect an exchange ratio of 2.24 shares of
Meadowbrook common stock for each of the ProCentury common shares outstanding at March 31, 2008, along with
2.24 Meadowbrook common shares for each ProCentury restricted share and option vested and exercised in
connection with the merger. However, as explained in the joint proxy statement-prospectus, the exchange ratio may
vary as the market price of Meadowbrook s common stock fluctuates. The exact exchange ratio will be determined by
dividing $20.00 by the volume-weighted average sales price of a share of Meadowbrook common stock for the 30-day
trading period ending on the sixth trading day before we complete the merger. If such volume-weighted average price
is above $10.50 or below $8.00, the exchange ratio will be fixed at 1.9048 or 2.5000, respectively. The
volume-weighted average sales price of Meadowbrook s common stock for the 30-day trading period ending on

May 23, 2008 was $7.44. Using this price, the exchange ratio would be 2.5000. These shares are then allocated
between the shares that will be settled in cash (45%) and the shares that will be settled in stock (55%).

The stock price used in determining the preliminary estimated purchase price is based on the closing stock price of
Meadowbrook common shares for the trading day immediately before the trading day that Meadowbrook and
ProCentury announced their merger agreement on February 20, 2008. The preliminary estimated purchase price also
includes the fair value of the ProCentury stock options, assuming that the merger consideration is paid for each share
subject to an option, less the applicable exercise price, and is calculated as follows:

Number of ProCentury common shares outstanding as of March 31, 2008 (in thousands) 13,421
Per share consideration $ 20

Estimated fair value of ProCentury s common shares outstanding as of March 31, 2008 (in thousands) $ 268,420
Estimated fair value of approximately 625,000 ProCentury stock options outstanding as of March 31, 4,538
2008 (in thousands)

Estimated purchase price (in thousands) $ 272,958

The preliminary unaudited pro forma condensed consolidated financial statements presented herein are not necessarily
indicative of the results of operations or the combined financial position that would have resulted had the merger been
completed at the date indicated, not is it necessarily indicative of the results of operation in future periods or the future
financial position of the combined company.

The preliminary unaudited pro forma condensed consolidated financial statements have been prepared assuming that
the merger is accounted for under the purchase method of accounting (referred to as purchase accounting) with
Meadowbrook as the acquiring entity. Accordingly, under purchase accounting, the assets, liabilities, and
commitments of ProCentury are adjusted to their fair value. For purposes of these preliminary unaudited pro forma
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condensed consolidated financial statements, consideration has also been given to the impact of conforming
ProCentury s financial statement classifications to those of Meadowbrook. Additionally, certain amounts in the
historical consolidated financial statements of ProCentury have been reclassified to conform to the Meadowbrook
financial statement presentation. Also, possible adjustments of $12.5 million related to restructuring charges (i.e.
compensation directly related to the merger) and transaction fees are reflected in the preliminary unaudited Pro Forma
Condensed Consolidated Balance Sheet but are subject to change. Revenue and expense synergies are not reflected in
the preliminary unaudited pro forma condensed consolidated financial statements.
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The preliminary unaudited pro forma adjustments represent management s estimates based on information available at
this time. Actual adjustments to the combined balance sheet and income statement will differ, perhaps materially,

from those reflected in these preliminary unaudited pro forma condensed consolidated financial statements because

the assets and liabilities of ProCentury will be recorded at their respective fair values on the date the merger is
consummated, and the preliminary assumptions used to estimate these fair values may change between now and the
completion of the merger.

The preliminary unaudited pro forma adjustments included herein are subject to other updates as additional
information becomes available and as additional analyses are performed. The final allocation of the purchase price

will be determined after the merger is consummated and after completion of a thorough analysis to determine the fair
values of ProCentury s tangible and identifiable intangible assets and liabilities. Accordingly, the final purchase
accounting adjustments, including conforming ProCentury s financial statement classifications to those of
Meadowbrook, could be materially different from the preliminary unaudited pro forma adjustments presented herein.
Any increase or decrease in the fair value of ProCentury s assets, liabilities, commitments, contracts and other items as
compared to the information shown herein will change the purchase price allocable to goodwill and may impact the
combined income statement due to adjustments in yield and/or amortization or accretion related to the adjusted assets
or liabilities.

Note 2 Pro Forma Adjustments

The pro forma adjustments related to the preliminary Unaudited Pro Forma Condensed Consolidated Balance Sheet at
March 31, 2008 assume the merger took place on March 31, 2008. The pro forma adjustments to the preliminary
Unaudited Pro Forma Condensed Consolidated Income Statements for the year ended December 31, 2007 and for the
three months ended March 31, 2008 assume the merger took place on January 1, 2007.

The following pro forma adjustments result from the allocation of the purchase price for the acquisition based on the
fair value of the assets, liabilities and commitments acquired from ProCentury. The amounts and descriptions related
to the preliminary adjustments are as follows:

Increase
(Decrease)
as of

March 31,

Unaudited Pro Forma Condensed Consolidated Balance Sheet 2008
(In thousands)

Assets
(a) Investments
Adjustment to reflect fair market value of held to maturity securities of ProCentury $ 27
(b) Cash
i. Adjustment to reflect the net cash effect of vesting of ProCentury restricted stock and
options and related exercise of options $ (2,042)
ii. Adjustment to reflect the payment of the cash portion of the merger consideration (118,804)
iii. Adjustment to reflect the payment of transaction fees (9,081)
iv. Adjustment to reflect the payment of restructuring charges (3,494)
v. Adjustment to reflect the proceeds from the issuance of debt 77,060
vi. Adjustment to reflect the payment of the cost related to the issuance of debt (1,008)
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$

(c) Deferred tax asset, net

i. To reflect deferred tax effect of vesting ProCentury restricted stock and options and related
exercise of options $
ii. To reflect deferred tax effect of the adjustment to reflect the fair market value of the held to
maturity securities

21

(57,369)

(245)
©)

(254)
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Unaudited Pro Forma Condensed Consolidated Balance Sheet

(d) Goodwill

Adjustment related to record positive goodwill as calculated as follows:

Net book value of net assets acquired prior to fair value adjustments

Adjustments to fair value:

Estimated transaction fees

Estimated compensation expense resulting from merger

Increase to record held to maturity investments at fair value

Decrease to record deferred tax adjustment related to the vesting of ProCentury restricted
stock and options and exercise of options

Fair value of net assets acquired
Purchase price

Goodwill

(e) Other Assets
Adjustment to reflect the capitalization of debt issuance costs

Liabilities and Shareholders Equity

(f) Bank revolving credit facility

Adjustment to reflect debt incurred on revolving credit facility by Meadowbrook to fund the
proposed cash portion of the merger consideration and the payment of the transaction fees and
restructuring charges

(g) Bank term loan facility

Adjustment to reflect debt incurred on term loan facility by Meadowbrook to fund the
proposed cash portion of the merger consideration and the payment of the transaction fees and
restructuring charges

(h) Accounts payable and accrued expenses

Adjustment related to the amount of proceeds, transaction costs and restructuring charges that
are anticipated to be paid for in cash that exceeds the total amount of cash recorded at

March 31, 2008. This additional cash is expected to be generated and on hand by the closing
of the merger through operational cash flow generated in 2008

(i) Shareholders Equity

i. Adjustment to record the conversion of ProCentury s common shares to Meadowbrook s
common stock at closing

ii. Adjustment to remove the stock portion of the exercise of ProCentury s options due to
change in control vesting provisions

$

$

$

Increase
(Decrease)
as of
March 31,
2008
(In thousands)

165,262
(9,081)
(3,494)

18
(245)

152,460
272,958

120,498

1,008

2,060

75,000

1,985

147,631

2,496
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iii. Adjustment to remove accumulated other comprehensive loss of ProCentury
iv. Adjustment to eliminate ProCentury s retained earnings
v. Adjustment to reflect changes in additional paid in capital of ProCentury

22

9,861
(71,135)
(103,988)

(15,135)
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Increase (Decrease)
Three Months Ended
March 31, 2008
(In thousands)

Unaudited Pro Forma Condensed Combined Income Statement

(j) Net investment income

Adjustment to reflect the loss of investment income as a result of the net income

adjustments to the December 31, 2007 income statement at an expected income rate of

4.39% $ (68)
Adjustment to reflect the loss of investment income as a result of the payment of the cash

portion of the merger at an expected income rate of 4.39% (772)

$ (840)

(k) Salaries and employee benefits

At completion of the merger, we assumed all ProCentury employees (excluding those

employees that will be terminated upon the closing of the transaction) would become

employees of Meadowbrook. The associated expenses relating to insurance company

operations would be accounted for under a management service agreement. As a result, the

salaries and employee benefits expense related to ProCentury has been adjusted

accordingly within the pro forma adjustments.

Adjustment to reflect change in losses and loss adjustment expenses for salaries and

employee benefits of ProCentury s claims department $ (1,470)
Adjustment to reflect change in policy acquisition and other underwriting expenses for

salaries and employee benefits of ProCentury s underwriting department (2,650)
Adjustment to reflect change in other administrative expenses for all other salary and

employee benefits of ProCentury and reclassify to salaries and employee benefits (2,634)

$ (6,754)
Adjustment to salaries and employee benefits to reflect the total of the above adjustments $ 6,754

(1) Interest expense
i. Adjustment to record interest expense at an assumed interest rate of 7.9% on a
revolving credit facility drawn or term loan facility to fund cash portion of the
merger consideration and the payment of the transaction fees and restructuring charges
(Note 5) $ 1,298
ii. Adjusted to reflect the amortization of the debt issuance costs over a five year
period 50

$ 1,348
(m) Income taxes
Adjustment to record a tax benefit using Meadowbrook s historical effective rate of 29.4%

on the additional interest expense and the loss of investment income $ (643)

(n) Weighted average number of shares outstanding Basic
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Adjustment to reflect the change in basic shares outstanding

(o) Weighted average number of shares outstanding Diluted
Adjustment to reflect the change in diluted shares outstanding

23

3,454

3,315
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Increase (Decrease)

Year Ended
December 31, 2007
(In thousands)
(p) Net investment income
i. Adjustment to reflect the loss of investment income as a result of the payment of
the cash portion of the merger consideration at an expected interest rate of 4.5% $ (2,857)

(q) Salaries and employee benefits

At completion of the merger, we assumed all ProCentury employees (excluding those

employees that will be terminated upon the closing of the transaction) would become

employees of Meadowbrook. The associated expenses relating to insurance company

operations would be accounted for under a management service agreement. As a result, the

salaries and employee benefits expense related to ProCentury has been adjusted accordingly

within the pro forma adjustments.

Adjustment to reflect change in losses and loss adjustment expenses for salaries and

employee benefits of ProCentury s claims department $ (5,647)

Adjustment to reflect change in policy acquisition and other underwriting expenses for

salaries and employee benefits of ProCentury s underwriting department (8,844)

Adjustment to reflect change in other administrative expenses for all other salary and

employee benefits of ProCentury and reclassify to salaries and employee benefits (11,167)
$ (25,658)

Adjustment to salaries and employee benefits to reflect the total of the above adjustments $ 25,658

(r) Interest expense

i. Adjustment to record interest expense at an assumed interest rate of 7.9% on a revolving

credit facility drawn or term loan facility to fund cash portion of the merger consideration

and the payment of the transaction fees and restructuring charges (Note 5) $ 5,732

ii. Adjusted to reflect the amortization of the debt issuance costs over a five year period 202
$ 5,934

(s) Income taxes

Adjustment to record a tax benefit using Meadowbrook s historical effective rate of 29.8% on

the additional interest expense and the loss of investment income $ (2,620)

(t) Weighted average number of shares outstanding Basic

Adjustment to reflect the change in basic shares outstanding 3,407

(u) Weighted average number of shares outstanding Diluted

Adjustment to reflect the change in diluted shares outstanding 3,256

The pro forma adjustments include anticipated restructuring charges in connection with the merger of $3.5 million.
These costs include severance payments that are directly related to the merger and occur during the process of

62



Edgar Filing: MEADOWBROOK INSURANCE GROUP INC - Form S-4/A

combining the companies. No determination has been made as to the allocation of the restructuring charge between

Meadowbrook and ProCentury related expenditures for purposes of the preliminary unaudited pro forma condensed
consolidated financial statements. The estimated restructuring charge is subject to final decisions by management of
the combined company.

The preliminary unaudited pro forma condensed consolidated financial statements have been prepared assuming that
the merger is accounted for under the purchase method of accounting (referred to as purchase accounting) with

Meadowbrook as the acquiring entity. Accordingly, under purchase accounting, the assets,

24
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liabilities and commitments of ProCentury are adjusted to their fair value. The preliminary unaudited pro forma
adjustments included herein are subject to other updates as additional information becomes available and as additional
analyses are performed. The final allocation of the purchase price will be determined after the merger is consummated
and after completion of a thorough analysis to determine the fair values of ProCentury s tangible and identifiable
intangible assets and liabilities. Accordingly, the final purchase accounting adjustments, including conforming
ProCentury s accounting policies to those of Meadowbrook, could be materially different from the preliminary
unaudited pro forma adjustments presented herein. Any increase or decrease in the fair value of ProCentury s assets,
liabilities, commitments, contracts and other items as compared to the information shown herein will change the
purchase price allocable to goodwill and may impact the combined income statement due to adjustments in yield

and/or amortization or accretion related to the adjusted assets or liabilities.
Note 3 Net Income Per Share, Weighted Shares and Shares Outstanding

Pro forma shares outstanding at March 31, 2008 consist of the following:

ProCentury shares outstanding
Historical ProCentury common shares outstanding
ProCentury restricted stock and options vested and exercised at closing of the merger

Total shares outstanding immediately prior to the close of the merger
Assumed exchange ratio

Merger consideration purchase price per share

Meadowbrook price per share

Assumed exchange ratio
ProCentury pro forma shares outstanding for entire merger consideration

Percentage of share consideration

ProCentury pro forma shares outstanding after cash and share allocation
Historical Meadowbrook common stock outstanding

Pro forma Meadowbrook common stock outstanding

(Shares in thousands)
13,421

185

13,606

20.00
8.92

& &

224
30,477

55%

16,762
37,021

53,783

The pro forma net income per common share data has been computed based on the combined historical income of
Meadowbrook and ProCentury and the impact of purchase accounting adjustments. Weighted average shares were
calculated using ProCentury s historical weighted average common shares outstanding adjusted for the conversion of

ProCentury s shares multiplied by the assumed exchange ratio.
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Pro forma weighted shares outstanding for the three months ended March 31, 2008 consists of the following:

Basic Diluted
(Shares in thousands)

Historical ProCentury weighted shares outstanding 13,308 13,447
ProCentury restricted shares and options vested and exercised at closing of merger 298 159
Total weighted shares outstanding upon closing of merger 13,606 13,606
Assumed exchange ratio 2.24 2.24
Pro forma ProCentury weighted shares outstanding 30,477 30,477
Percentage of share consideration 55% 55%
ProCentury pro forma shares outstanding after cash and share allocation 16,762 16,762
Historical Meadowbrook weighted stock outstanding 37,012 37,103
Pro forma Meadowbrook weighted stock outstanding 53,774 53,865

Pro forma weighted shares outstanding for the year ended December 31, 2007 consists of the following:

Basic Diluted
(Shares in thousands)

Historical ProCentury weighted shares outstanding 13,242 13,393
ProCentury restricted shares and options vested and exercised at closing of merger 272 121
Total weighted shares outstanding upon closing of merger 13,514 13,514
Assumed exchange ratio 2.24 2.24
Pro forma ProCentury weighted shares outstanding 30,271 30,271
Percentage of share consideration 55% 55%
ProCentury pro forma shares outstanding after cash and share allocation 16,649 16,649
Historical Meadowbrook weighted stock outstanding 33,007 33,102
Pro forma Meadowbrook weighted stock outstanding 49,656 49,751

The pro forma adjustments reflect the effect of accelerated vesting of certain share-based compensation, under the
assumptions that the options will be settled net on vesting to satisfy tax withholding liabilities.

Note 4 Transactions Between Meadowbrook and ProCentury

None.
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Note 5 Bank Revolving Credit and Term Loan Facilities

Meadowbrook intends to pay 45% of the merger consideration and all transaction and closing costs in cash. After the
consideration of available cash from Meadowbrook and ordinary dividends from Star and Century, Meadowbrook
intends to draw down $77.1 million under a revolving credit facility or term loan facility. If the merger had closed on
January 1, 2007, the rate of interest was estimated to be 7.9% based on 250 basis points ( the margin ) over 3-month
LIBOR as of January 1, 2007. The margin is based on preliminary discussions with various banks and may differ
significantly from the final negotiated terms. Therefore, the actual rate of interest may vary from the estimated
amount.

Note 6 Taxes Payable

Tax expense or benefit has been recognized to the extent that pre-tax income or expense pro forma adjustments were
generated by ProCentury.
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RISK FACTORS

By voting in favor of the approval and adoption of the merger agreement, ProCentury shareholders may be choosing
to invest in the common stock of Meadowbrook, which will be the parent company of ProCentury. In addition to the
information contained elsewhere in this joint proxy statement-prospectus or incorporated in this joint proxy
statement-prospectus by reference, you should carefully consider the following factors in making your decision as to
how to vote on the merger.

Risks Relating to the Merger

Fluctuations in the market price of Meadowbrook common stock could result in ProCentury shareholders
receiving Meadowbrook shares or a combination of Meadowbrook shares and cash that may have a market
valuation at closing that is less or more than $20.00 per share.

Each ProCentury shareholder will have the option to elect to receive $20.00 in cash or Meadowbrook stock for each
ProCentury common share, subject to proration so that the total cash consideration will equal 45% and the value of the
Meadowbrook common stock will equal 55% of the total consideration paid. The exchange ratio for the stock
consideration will be determined by dividing $20.00 by the volume-weighted average sales price of a share of
Meadowbrook common stock for the 30-day trading period ending on the sixth trading day before we complete the
merger. The exchange ratio, however, will be fixed at 1.9048 if the average sales price of a share of Meadowbrook
common stock over this period is equal to or greater than $10.50 and at 2.5000 if the average sales price of a share of
Meadowbrook common stock over this period is equal to or less than $8.00. Accordingly, if the average sales price of
Meadowbrook common stock over the relevant 30-day trading period is less than $8.00 or more than $10.50, the
market price of a share of Meadowbrook common stock represented by the exchange ratio will likely be less or more,
as the case may be, than $20.00 per share at the time the merger is completed. For example, the volume weighted
average sales price of Meadowbrook s common stock for the 30-day trading period ending on May 23, 2008 was
$7.44. Based on this price, the Meadowbrook common stock received in exchange for a ProCentury common share
would have a value of $18.60. Even if the average sales price is between $8.00 and $10.50, market price fluctuations
may cause the Meadowbrook common stock represented by the exchange ratio to have a market value of less or more
than $20.00 when ProCentury shareholders actually receive Meadowbrook common stock in connection with the
merger.

In addition, there is likely to be a significant amount of time between the date when Meadowbrook and ProCentury
shareholders vote on the merger agreement at the special meetings and the date the merger is completed. Therefore,
the price of Meadowbrook common stock on the date of the special meetings may not be indicative of what the price
will be immediately before the merger is completed or what the price will be after the merger.

Also, the merger agreement does not provide for any Meadowbrook stock price level at which Meadowbrook or
ProCentury may terminate the merger agreement.

The form of consideration a ProCentury shareholder will receive in the merger may be different than what that
shareholder elects to receive.

ProCentury shareholders electing to receive cash or Meadowbrook shares for their ProCentury shares may receive part
of their consideration in a form other than the form they elect. Under the merger agreement, Meadowbrook is required
to pay cash with respect to 45% of, and to issue Meadowbrook shares with respect to 55% of, the aggregate value of
the consideration paid to holders of ProCentury shares outstanding immediately before the effective time. If

67



Edgar Filing: MEADOWBROOK INSURANCE GROUP INC - Form S-4/A

ProCentury shareholders elect to receive Meadowbrook shares valued at more than 55% of the aggregate merger
consideration, a ProCentury shareholder who elects to receive Meadowbrook shares will receive part of his or her
consideration in the form of cash. Similarly, if ProCentury shareholders elect to receive cash for more than 45% of the
aggregate merger consideration, a ProCentury shareholder who elects to receive cash will receive part of his or her
consideration in the form of Meadowbrook common stock. See The Merger Agreement Merger Consideration. In
addition, further adjustments in the aggregate amounts of stock and cash consideration received in the merger may be
required so that the merger will be treated as a reorganization for U.S. federal income tax purposes. This may also
affect the relative amounts of Meadowbrook common stock and
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cash ProCentury shareholders will receive in connection with the merger. See The Merger Agreement Election
Procedures.

Obtaining required regulatory approvals may delay or prevent completion of the merger.

Completion of the merger is conditioned upon the receipt of all material governmental authorizations, consents, orders
and approvals. While Meadowbrook and ProCentury intend to pursue all required approvals in accordance with the
merger agreement, no assurance can be given that the required consents and approvals will be obtained or that the
required conditions to closing will be satisfied. In addition, even if all such consents and approvals are obtained and

the conditions are satisfied, they may be subject to terms, conditions or restrictions that could have a material adverse
effect on the operations of Meadowbrook and its prospective subsidiaries after the merger. See The Merger

Agreement Conditions to Completion of the Merger for a discussion of the conditions to the completion of the merger
and The Merger Agreement Regulatory Approvals for a description of the regulatory approvals necessary in
connection with the merger.

If Meadowbrook is unable to secure sufficient financing through external sources, the completion of the merger
will be jeopardized.

Meadowbrook intends to finance a significant portion of the cash consideration to be paid to ProCentury shareholders
through external sources. As of the date of this document, Meadowbrook is in the due diligence process with its
current bank to act as the sole administrative agent and sole lead manager to arrange $100.0 million financing
consisting of a revolving line of credit facility and a five-year term loan facility. In the event that Meadowbrook is
unable to secure financing sufficient to finance the merger, Meadowbrook will have to adopt one or more alternatives,
such as selling assets or restructuring debt, which may adversely affect Meadowbrook s business, financial condition
and results of operations. Additionally, other financing may not be available on acceptable terms, in a timely manner
or at all. If Meadowbrook is unable to finance the cash consideration to be paid to ProCentury shareholders in the
merger, the completion of the merger will be jeopardized and Meadowbrook will be in breach of the merger
agreement.

Difficulties in combining the operations of ProCentury and Meadowbrook may prevent the combined company
from achieving the expected benefits from its acquisition.

Meadowbrook and ProCentury entered into the merger agreement with the expectation that the merger would provide
each of its shareholders with substantial benefits, including among other things, enhanced revenues, cost savings and
operating efficiencies. Achieving such expected benefits of the merger will be subject to a number of uncertainties,
including whether Meadowbrook and ProCentury are integrated in an efficient and effective manner, and general
competitive factors in the marketplace. Failure to achieve these benefits could result in increased costs, decreases in
the amount of expected revenues and diversion of management s time and energy that could materially impact the
combined company s business, financial condition and operating results.

In addition, following the merger, the combined company may face substantial difficulties, costs and delays in
integrating ProCentury and Meadowbrook, including:

perceived adverse changes in product offerings available or service standards, whether or not these changes do,
in fact, occur;

the retention of existing insureds, general agents and agents of each company; and

retaining and integrating management and other key employees of the combined company.
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Any one or all of these factors may cause increased operating costs or worse than anticipated financial performance.
Many of these factors are outside the control of either company.
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The combined company s increased debt may adversely affect its financial condition and results of future
operations.

Meadowbrook currently anticipates that a significant portion of the cash consideration to be paid to ProCentury
shareholders will be financed by Meadowbrook through external sources. The terms of financing may contain
covenants that restrict the combined company s business and may adversely affect the ability of the combined
company to enter into possible future transactions. As a result of the proposed financing, the pro forma consolidated
capitalization of Meadowbrook after giving effect to the merger will result in a debt to equity ratio of 36.0%, a more
leveraged capital structure. In comparison, Meadowbrook s debt to equity ratio at December 31, 2007 was 18.5% and
ProCentury s was 18.4%.

The issuance of shares of Meadowbrook common stock to ProCentury shareholders in the merger will reduce the
percentage ownership of Meadowbrook shareholders.

If the merger is completed, Meadowbrook and ProCentury expect that Meadowbrook will issue approximately
19,054,032 shares of Meadowbrook common stock in connection with the merger and ProCentury shareholders will
therefore own approximately 34% of the combined company. Meadowbrook shareholders will continue to own their
existing shares of Meadowbrook common stock, which will not be affected by the merger, other than by the dilution
resulting from the issuance of Meadowbrook common stock in the merger. The issuance of such Meadowbrook shares
will cause a significant reduction in the relative percentage interests of current Meadowbrook shareholders in
earnings, voting, and liquidation, book and market value.

Following the merger, ProCentury shareholders will own less than a majority of the outstanding common voting
stock of Meadowbrook.

After the merger, ProCentury s shareholders will own less than a majority of the outstanding voting stock of
Meadowbrook and could therefore, for matters requiring a majority vote, be outvoted by the existing and continuing
Meadowbrook shareholders if they all voted together as a group on any such issue that is presented to the
Meadowbrook s shareholders. Meadowbrook s shareholders will own approximately 66% of Meadowbrook s
outstanding voting stock and ten of the combined company s twelve-member board of directors will be individuals
who are current directors of Meadowbrook. Neither group of shareholders will have the same control over
Meadowbrook as they currently have over their respective companies.

The merger agreement limits ProCentury s ability to pursue alternatives to the merger.

The merger agreement contains non-solicitation provisions that, subject to limited exceptions, limit ProCentury s
ability to discuss, facilitate or commit to competing third-party proposals to acquire all or a significant part of
ProCentury, including any third-party that had submitted an indication of interest to ProCentury regarding such a
proposal prior to the execution of the merger agreement. See Description of Transaction Background of the Merger.
Although ProCentury s board of directors is permitted to take these actions in connection with receipt of a competing
acquisition proposal if it determines that the failure to do so would violate its fiduciary duties, taking such actions or
similar actions would entitle Meadowbrook to terminate the merger agreement and ProCentury would be required to
pay to Meadowbrook a termination fee of $9.5 million. See The Merger Agreement Acquisition Proposals by
Third-Parties. These provisions might discourage a potential competing acquiror that might have an interest in
acquiring all or a significant part of ProCentury even if it were prepared to pay consideration with a higher per share
market price than that proposed in the merger, or might result in a potential competing acquiror proposing to pay a
lower per share price to acquire ProCentury than it might otherwise have proposed to pay.
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The fairness opinions obtained by ProCentury from its financial advisor will not reflect changes in circumstances
between signing the merger agreement, or merger agreement amendment, as applicable, and the merger.

ProCentury has not obtained an updated opinion as of the date of this document from Friedman, Billings, Ramsey &
Co., Inc., its financial advisor ( FBR ). Changes in the operations and prospects of ProCentury or Meadowbrook,
general market and economic conditions and other factors which may be beyond the control of
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ProCentury or Meadowbrook, and on which the fairness opinions were based, may alter the value of ProCentury or
Meadowbrook or the prices of ProCentury common shares or shares of Meadowbrook common stock by the time the
merger is completed. The opinions do not speak as of the time the merger will be completed or as of any date other
than the date of such opinions. Because ProCentury does not currently anticipate asking FBR to update its opinion,
neither the February 20, 2008 opinion nor the May 6, 2008 opinion addresses the fairness of the merger consideration,
from a financial point of view, at the time the merger is completed. See Description of Transaction Fairness Opinion
of ProCentury s Financial Advisor.

Some of the directors and executive officers of ProCentury may have interests and arrangements that could have
influenced their decisions to support or approve the merger.

The interests of some of the directors and executive officers of ProCentury may be different from those of ProCentury
shareholders, and directors and officers of ProCentury may have participated in arrangements that are different from,
or in addition to, ProCentury shareholders. See Description of Transaction Interests of Certain Persons in the Merger.

Risks Relating to the Meadowbrook s Business and Common Stock

If Meadowbrook s estimates of reserves for losses and loss adjustment expenses are not adequate, it will have to
increase its reserves, which would result in reductions in net income, retained earnings, statutory surplus, and
liquidity, and may limit its ability to pay future dividends.

Meadowbrook establishes reserves for losses and expenses related to the adjustment of losses for the insurance
policies it writes. It determines the amount of these reserves based on Meadowbrook s best estimate and judgment of
the losses and costs it will incur on existing insurance policies. While Meadowbrook believes its reserves are
adequate, it bases these reserves on assumptions about past and future events. The following factors could have a
substantial impact on Meadowbrook s future loss experience:

the amounts of claims settlements and awards;

legislative activity;

changes in inflation and economic conditions; and

accuracy and timely reporting of claim information.
Actual losses and the costs it incurs related to the adjustment of losses under insurance policies could exceed, perhaps
substantially, the amount of reserves it establishes. When it increases reserves, Meadowbrook s pre-tax income for the
period will decrease by a corresponding amount. An increase in reserves may also require Meadowbrook to write off a
portion of its deferred acquisition costs asset, which would cause a further reduction of pre-tax income in that period.
If Meadowbrook s financial strength ratings are reduced, it may be adversely impacted.
Insurance companies are subject to financial strength ratings produced by external rating agencies. Higher ratings
generally indicate greater financial stability and a stronger ability to pay claims. Ratings are assigned by rating
agencies to insurers based upon factors they believe are important to policyholders. Ratings are not recommendations

to buy, hold, or sell Meadowbrook s securities.

Meadowbrook s ability to write business is most influenced by its rating from A.M. Best. A.M. Best ratings are
designed to assess an insurer s financial strength and ability to meet continuing obligations to policyholders. Currently,
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Meadowbrook s financial strength rating from A.M. Bestis A— (Excellent) for Star Insurance Company ( Star ), Savers
Property and Casualty Insurance Company ( Savers ), Williamsburg National Insurance Company ( Williamsburg ) and
Ameritrust Insurance Corporation ( Ameritrust, and together with Star, Savers and Williamsburg, the insurance
company subsidiaries ). There can be no assurance that A.M. Best will not change its rating in the future. A rating
downgrade from A.M. Best could materially adversely affect the business Meadowbrook writes and its results of

operations.
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If market conditions cause Meadowbrook s reinsurance to be more costly or unavailable, it may be required to
bear increased risks or reduce the level of its underwriting commitments.

As part of Meadowbrook s overall risk and capacity management strategy, it purchases reinsurance for significant
amounts of risk underwritten by its insurance company subsidiaries, especially for the excess-of-loss and severity
risks. Market conditions beyond Meadowbrook s control determine the availability and cost of the reinsurance it
purchases, which may affect the level of its business and profitability. Meadowbrook s reinsurance facilities are
generally subject to annual renewal. It may be unable to maintain its current reinsurance facilities or to obtain other
reinsurance in adequate amounts and at favorable rates. Increases in the cost of reinsurance would adversely affect
Meadowbrook s profitability. In addition, if Meadowbrook is unable to renew its expiring facilities or to obtain new
reinsurance on favorable terms, either its net exposure to risk would increase or, if Meadowbrook is unwilling to bear
an increase in net risk exposures, it would have to reduce the amount of risk it underwrites.

Meadowbrook is subject to credit risk with respect to the obligations of its reinsurers and risk-sharing partners.
The inability of Meadowbrook s reinsurers or risk-sharing partners to meet their obligations could adversely affect
its profitability.

Star, as the lead insurance company under Meadowbrook s Inter-Company Reinsurance Agreement, cedes insurance to
other insurers under pro rata and excess-of-loss contracts. These reinsurance arrangements diversify Meadowbrook s
business and reduce its exposure to large losses or from hazards of an unusual nature. Meadowbrook transfers some of
the risk it has assumed to reinsurance companies in exchange for a portion of the premium it receives in connection
with the risk. Although reinsurance makes the reinsurer liable to Meadowbrook to the extent the risk is transferred, the
ceding of insurance does not discharge Meadowbrook of its primary liability to its policyholder. If all or any of the
reinsuring companies fail to pay or pay on a timely basis, Meadowbrook would be liable for such defaulted amounts.
Therefore, Meadowbrook is subject to credit risk with respect to the obligations of its reinsurers. If Meadowbrook s
reinsurers fail to pay or fail to pay on a timely basis, Meadowbrook s financial results and financial condition could be
adversely affected. In order to minimize Meadowbrook s exposure to significant losses from reinsurer insolvencies, it
evaluates the financial condition of its reinsurers and monitors the economic characteristics of the reinsurers on an
ongoing basis and, if appropriate, may require trust agreements to collateraliz