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President, Chairman of the Board & 
Chief Executive Officer

Mike LaRocco

“Our turnaround is complete.”

“In 2018 we achieved a 98.6% statutory combined ratio along with 
12.5% net written premium growth in personal and commercial, 
our ongoing lines of business – a terrific accomplishment.”

Dear Fellow Shareholders:

2018 represented an important 
milestone in our journey. Our 
turnaround is complete.

The State Auto team worked 
incredibly hard over the last 
three-plus years to return this 
great company to a place where 
we are a strong competitor across 
the property and casualty market. 
We strengthened our foundation, 
and are once again relevant in the 
insurance industry. Our policy 
processing and billing systems have 
been rebuilt and we developed all 
new products for personal lines 
and small commercial. We exited 
lines of business not core to our 
strategy. And most importantly, 
we created a culture that gives us a 

greater opportunity for success in 
a rapidly changing marketplace. 

Our relevance can be measured 
in many ways, but none is more 
critical than the fact that in 2018 
we achieved a 98.6% statutory 
combined ratio along with 12.5% 
net written premium growth in 
personal and commercial, our 
ongoing lines of business – a 
terrific accomplishment. This is 
especially impressive as this is 
only the second time in 11 years 
these lines of business were able to 
profitably grow. The results were 
driven primarily by personal lines, 
however, our commercial lines 
grew and demonstrated progress 
toward profitability. It’s imperative 

that we consistently achieve 
profitable growth. Our results this 
year were an important step and 
leaves us bullish for 2019 and beyond.

The financial results are the 
strongest indicator, along with 
qualitative feedback, that we are an 
important and valued market for 
our agents. That value manifests 
itself through a combination of 
competitive products, ease of 
doing business and compensation. 
We believe, and our numbers 
confirm, we’re delivering that 
value for our distribution partners.

Getting to this point required 
a great deal of hard work, bold 
decisions, and a passionate team. 



One key decision was our 
investment in technology. We 
completed the rollout of our new 
digital-only platform, State Auto 
Connect, for all of personal lines, 
small commercial and commercial 
auto. Our digital-only approach 
to selling insurance separates 
us from the competition and is 
aligned with the technological 
advancement we are seeing across 
all industries. The elimination 
of paper, checks, and cash, 
along with the ability to use 
e-signature and have online access 
to information is a major step 
forward. Our technology team 
was able to complete this effort in 
just over two years, a remarkable 
achievement. We can be much 
better, but in a short period of 
time, our policy issuance platform 
has not only been rebuilt, but is 

designed to meet the needs of the 
evolving digital economy. 

With the Connect platform, we 
were also able to introduce new 
products across the personal and 
commercial lines of business 
because of our product teams, 
who worked with unprecedented 
speed. These products have 
sophisticated pricing models, 
giving us the ability to more 
efficiently match rate to risk, 
which in turn helps us both 
grow and be profitable. Perhaps 
most importantly, we can now 
implement market differentiating 
technology, such as telematics 
for personal and commercial 
auto, along with “smart property” 
discounts for homeowners and 
small business owners. 

“We completed the rollout of our new 
digital-only platform, State Auto Connect, 
for all of personal lines, small commercial 
and commercial auto.”
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The improvements in both the 
technology and products led us 
to increase the number and type 
of distribution partners. With 
our newly competitive issuance 
system and products, we added 
agencies who specialize in online 
and digital distribution. These 
new partners now account for a 
growing part of our new business. 
The combination of these 
emerging independent agents 
alongside our outstanding long-
term partners gives us a powerful 
distribution force.

Our decision to invest in 
technology was critical to our 
successful turnaround.

We also made the decision to 
exit lines of business that were 
not aligned with our new vision 
and  strategy. We exited large 
commercial and healthcare. In 
2017, we chose to exit all of our 
specialty business. By the end 
of 2018 this work was, for the 
most part, complete. This was 
important because we knew 
that for our long term success 
we needed to be a focused 
organization, whose strength 
is to write personal auto and 
home, small and middle market 
commercial, farm and ranch, and 
workers’ compensation. 

One of the most important 
decisions we made was to change 
the culture at State Auto. We 
face a future where rapid change 
is a certainty. To succeed going 
forward, it’s imperative that 
a company has a culture that 

encourages openness, candor, 
transparency, creativity, and 
challenge. That culture must be 
built on a foundation of trust 
and respect. Every associate 
must feel valued and heard. 
The environment must be open 
and welcoming to all; having 
a company that is diverse and 
inclusive of all people and thought 
is essential. Our associates are 
encouraged to truly “act like 
owners.” To participate, ask 
questions, challenge assumptions 
and propose solutions. Not just 
some of our associates – we expect 
it of every associate. We need 
our team to have their oars in the 

water, pulling as hard as they  
can, together.

An important aspect of our 
culture is supporting our 
communities. One measure of 
our success is the difference we’re 
able to make in our communities. 
We give back, not just in dollars, 
but in service, because we have 
an obligation to help others. It’s 
a key part of who we are. It’s one 
we rededicated ourselves to, with 
a focus on investing in community 
programs that help to break the 
cycle of poverty through three 
pillars: food insecurity, education 
and housing.

“We need our team to have their oars in the 
water, pulling as hard as they can, together.”



Another area we focused on was 
innovation. State Auto Labs was 
formed in late 2015, enabling us 
to stay close to emerging ideas 
across our industry. We believed 
then, and even more so now, 
that real and significant change 
would disrupt our industry in 
ways we had not seen. Our work 
in this area has been extremely 
effective. We’ve made a handful 
of investments in new companies 
who are trying to improve the 
effectiveness of the P&C market. 
We’ve also entered into 14 strategic 
relationships – opportunities, 
working with innovative 
partners, to help us improve our 
effectiveness and profitability. I’m 
proud of what we’ve accomplished 
in a short period of time and 
believe the benefits will continue 
to grow.

While we’re proud of our results 
to date, the milestones achieved 
are not a destination. Our journey 
is incomplete, but the path ahead 
is clear.

Our fully digital quote and issue 
platform can and will improve. 
We intend to launch State Auto 
Connect for farm and ranch 
during the second half of 2019, and 
middle market commercial and 
workers’ compensation in 2020. 
Once those steps are complete, all 
of our new business will be sold 
on our digital-only platform.
Similarly, our digital platform 
has been designed to allow us to 5



make improvements on a regular 
schedule. We can continuously 
update and improve the system 
to address issues or market needs, 
not only for the policy issuance 
systems I noted above, but also 
for customer service and claims 
handling. We’ll drive for a truly 
digital experience throughout 
State Auto.

As I look forward, I’m filled with 
great optimism. We’re positioned 
for the future with our digital 
platform, well designed products, 
talented workforce, innovative 
culture, and outstanding 
distribution force. However, for 
the next part of our journey, we 
must focus on getting better at 
everything we do, every day. That 
may sound simple, but in our 
increasingly complex business, 
it will take focus and execution 
across all levels of the organization. 
This emphasis on what I call 
“operational excellence” must be 
achieved without sacrificing our 
belief that speed and creativity 
are essential to winning. We must 
achieve both.

We’ve gone from rebuilding an 
insurance company to running 
one. The emphasis on operational 
excellence, along with our focus 
on personal lines through middle 
market commercial, has us ready 
for 2019 and beyond. While 
we’re an insurance company, we 
understand that technology, data 
and analytics will empower and 
drive our success. So moving 
forward, we will continue to 
invest in these areas, further 
strengthening our foundation.

State Auto is no longer a 
traditional P&C company. With 
the growing disruption in our 
market, opportunity has been 
created for companies that can 
both innovate and execute. We’ve 
built a foundation that gives 
us the ability to take advantage 
of the change that is sweeping 
across the P&C market. That 
foundation, in combination with 
our commitment to innovation 

in products, technology, data, 
analytics and people – while 
still understanding the power of 
service and execution – puts us in 
a strong position going forward.
Our journey continues with 
drive, passion, and a commitment 
to deliver profitable growth 
and being a company that leads 
in helping our communities. 
Reaching those goals will allow 
us to deliver success for our 
associates, policyholders, agents, 
communities and investors.

Best,

“We’re positioned for the future with our 
digital platform, well designed products, 
talented workforce, innovative culture, and 
outstanding distribution force.”

“State Auto is no longer a traditional  
P&C company.”

President, Chairman of the Board & 
Chief Executive Officer

Mike LaRocco



Board of Directors
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President and  
Chief Executive Officer

Chairman of the Board, Investment  
and Finance Committee

Executive Vice President of DHR  
International Inc.

Audit Committee, Compensation  
Committee (Chair)

Chairman, President and Chief  
Executive Officer of Dispatch  

Broadcast Group

Nominating and Governance Committee (Chair),  
Risk Committee (Chair)

Michael E. LaRocco Robert Baker Michael J. Fiorile

Retired Global Head of Investments, Chief 
Investment Officer and Treasurer,  

Ernst & Young, LLC

Audit Committee, Compensation Committee, Independent 
Committee, Investment and Finance Committee

Retired Senior Vice President and CFO,  
Nationwide Property and Casualty 

 Insurance Company

Audit Committee (Chair), Compensation  
Committee, Independent Committee

Kym M. Hubbard Eileen A. Mallesch
Principal, Stonehenge Partners

Lead Director, Audit Committee, Independent Committee, 
Investment and Finance Committee (Chair)

Member of the faculty and executive  
partner, California Polytechnic  

State University

Audit Committee, Independent Committee (Chair), 
Nominating and Governance Committee, Risk Committee

Retired President and Chief Executive  
Officer, Columbus Regional  

Airport Authority

Compensation Committee, Independent Committee, 
Nominating and Governance Committee,  

Risk Committee

David R. Meuse

Setareh 
 Pouraghabagher

S. Elaine Roberts



Senior Leadership
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President, Chairman of the Board 
& Chief Executive Officer

SVP / Personal Lines SVP / General Counsel / Secretary

SVP / Chief Financial Officer SVP / Commercial Lines and 
Managing Director of State 
Auto Labs

SVP / Chief Claims and Risk 
Engineering Officer

SVP / Associate and  
External Relations

SVP / Chief Information and  
Strategy Officer

Mike LaRocco Jason Berkey Melissa Centers

Steve English Kim Garland

Paul Stachura

Élise Spriggs

Greg Tacchetti



Financial Highlights
($ in millions, except per share amounts)

Corporate Bonds -

MBS -

Treasury Bonds -

Tax Exempt Bonds -

Equities -

Agency Bonds -

Taxable Muni Bonds -

Notes Receivable -

Other Invested Assets -

20.9%
20.5%
17.6%
13.4%
12.1%
7.0%
3.9%
2.7%
1.9%

2018 2017 2016 2015 2014

Earned premiums $ 1,238.0 1,276.1 1,291.1 1,275.9 1,068.7
Net investment income $ 84.9 78.8 74.7 71.7 74.7
Net investment (loss) gain $ (49.7) 65.1 36.5 24.3 20.7
Other income $ 2.6 2.3 2.3 2.1 3.2
Total revenue $ 1,275.8 1,422.3 1,404.6 1,374.0 1,167.3
Net income (loss) $ 12.8 (17.8) 19.2 52.3 102.2
Basic earnings (loss) per share $ 0.30 (0.42) 0.46 1.27 2.50
Diluted earnings (loss) per share $ 0.29 (0.42) 0.46 1.26 2.48
Dividends paid per share $ 0.40 0.40 0.40 0.40 0.40
Book value per share $ 18.91 19.68 20.34 20.40 20.16
Total assets $ 2,895.9 3,019.1 2,973.4 2,841.1 2,782.9
Stockholders’ equity $ 818.5 835.0 850.5 843.2 825.5
Return on equity 1.5% (2.1)% 2.3% 6.3% 12.9%
Combined ratio 100.6 107.7 106.3 101.5 106.2

Investment Portfolio

Book Value (Per Share)

Net Premium Written 
(In Billions)

Dividend Paid (Per Share)
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