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LETTER TO SHAREHOLDERS



Dear Shareholders:

It’s impossible to begin this letter by talking about anything 
but the extraordinary events of 2020. While everything starts 
with COVID-19, we were also faced with social unrest and calls 

terms of catastrophic weather. I believe the way in which your 
team of State Auto associates met these challenges is both 
inspiring and instructive.

Our success in navigating 2020 gives me hope that we all can 

better. Throughout the year, the State Auto team spent more 
time listening to one another. We learned to accept, respect 

often reaching out to help other teammates having a particularly 

did not turn our backs. We moved forward, together.

In my 42 years of professional experience, I’ve never faced a 
year like 2020. There was no playbook or previous experience 
to lean on; we were simply making the best possible decisions. 
Most of those decisions worked out for State Auto, as I’ll detail 
for you in this letter. However, none of it would have been 
possible without our culture, which is based on a foundation of 
trust and respect.

A Culture Built for This Moment

When the reality of COVID-19 became known in the middle 
of March, we moved to a remote, work from home environment 
virtually overnight. That was possible because of the digital 
transformation we began in 2015, supercharged by our 

as they met the challenges of a sick parent or child, a 
spouse or partner who had lost their job, or while balancing 
homeschooling and work.

As we witnessed violence, social unrest, and racially charged 
situations across the country, our culture enabled us to have 
many open and candid conversations. We listened to a diverse 
group of associates share their personal experiences and we 
learned that racism hurts everyone, regardless of race, color 
or creed. We followed these conversations with unconscious 
bias training to help our associates see the individual biases 

insights we gained also allowed us to expand our diversity,
inclusion and belonging work, as we recognize that empowering 
diverse voices is the key to long-term success.  

As we dealt with the pandemic, social unrest and all the other 
obstacles 2020 threw at us, our culture also enabled us to meet 

set for ourselves. In my six years as a member of the State Auto 

which I will review and the results of our annual associate 
engagement survey conducted in January 2021. That survey, 

unprecedented 95% participation rate and an overall engagement 

“In my 42 years of

professional experience, 

I’ve never faced a year 

like 2020. There was 

no playbook or previous 

experience to lean on...”



index of 90%. Our engaged workforce, combined with our 
focus on diversity, inclusion and belonging, ensures that 
every voice is heard and valued, and we are well-positioned 
for 2021 – the 100th anniversary of our parent company and 
largest shareholder, State Auto Mutual – and beyond.   

2020 Financial Performance

Our numbers are the best part of our 2020 story. That may 
sound odd given the 103.6% statutory combined ratio we 
reported for our ongoing lines of business. However, it’s
important to look at the impact of CATs, or catastrophic 
weather events, on the year. 

CATs added 14 points to our combined ratio last year, ex-

had better and worse years, but over a long period, that 
CAT average is what we expect and price for. If we’d simply 

Understanding this is critical as it reveals how the organization 
is truly operating as we enter 2021.

At the same time, we once again achieved growth well 

and growth. 

The one product line in which we clearly missed was private 
passenger auto. We’re disappointed it’s taken us this long 
to correct our auto product. We’ve failed to meet your
expectations, and for that, I take full responsibility and apologize. 
When we launched our new auto insurance product on the 
State Auto Connect platform, it was truly brand new. It had to 
be completely rebuilt as the previous product was outdated 
and it wasn’t possible to simply make changes. It’s not an
excuse, but it is reality. We needed to make several enhancements 
along the way and we made some mistakes. However,

in a very good place. Our auto line was the single biggest

to meet your expectations in the coming year.

Homeowners had another strong year. It was adversely

loss ratio and expense ratio improved. In addition,

premium basis, it is now our largest line of business. We 
believe the combination of a well-built and well-priced 
product, along with our digital platform, all supported by an 
outstanding Claims and Risk Engineering (CARE) team, is a 
strong foundation for a very bright future writing homeowners, 

commercial auto, small and middle market commercial
package, workers’ compensation and farm and ranch. Each 
of these products was rebuilt with new pricing models and 
clear strategies. Last year was a major step forward for 
State Auto in the commercial lines space. Our agents and 

policyholders understand our direction and have responded 

have a competitive suite of commercial lines products, and 
our customers are now looking to us to meet their insurance 

is important as we look to diversify our exposure by product, 
geography and distribution.

As I’ve noted, our greatest operational challenge in 2020 was 
the excessive number of claims due to catastrophic weather. 
While the losses were well in excess of what we’ve seen over 
the years, you should be immensely proud of your CARE 
associates who, during a pandemic, served our customers 
and, as with our workers’ compensation claims, delivered on 
our promise with speed and compassion.

prior year. When we began this journey, we knew that the only 
way to truly win was to make a major investment in our
technology, products, and people. Of course, we also knew 
there would be an adverse impact on our expense ratio. I’m 
proud we’ve now reached a point where we can reap the 

two products on our digital platform, State Auto Connect, 
we’ve completed the “big build” and thus the largest part of 
our investment. We’ll continue to invest in technology to keep 
up with the rapid pace of change and improvement, but that 

handle the policy and claims service.

of our customer service. This will enable expense ratios that 
allow for more competitive pricing. 

I’m pleased with the results we achieved for 2020. We
entered 2021 as a much stronger organization.

Impacts of COVID-19

COVID-19 impacted our results in three primary ways. 

First, fewer miles driven as insureds followed shelter-in-place 
guidelines and worked from home resulted, as one would expect, 
in fewer auto accidents. We recognized this by providing a 
5% renewal policy discount, our “In This Together Plan,” to 
personal auto customers in states where it was permitted.

The second area of impact was on workers’ compensation 
claims. These claims came primarily from nursing homes 
and other medical centers we insured. I’m proud of how our 
teams paid these claims with speed and empathy. While there 

ratio, the overall impact on our 2020 results was 0.5 points.

the legal challenge regarding business interruption (BI)
coverage. All of our commercial policies with BI coverage 
require a “direct physical loss of or damage to property”



In This Together.



“As challenging as 2020 was, 

it also gives me even greater 

have us exceptionally

well-positioned for the future.”



and many of them also have a virus exclusion. By year-end 
2020, we’d received 21 suits, with 14 of those remaining as 
we entered 2021. 

Our teams, working alongside our outside counsel, have done 
extraordinary work defending the requirement of a “direct physical 
loss of or damage to property” is not met by a closure or virus, 
and the additional virus exclusion further limits the potential for 

date, the vast majority of court rulings support our position, and 
I remain cautiously optimistic that precedent will prevail.

Uninterrupted Innovation

With almost our entire team working remotely, we were still 
able to launch our last remaining products on State Auto
Connect. With the launch of workers’ compensation in the 
fourth quarter of 2020, we completed the build of our digital
platform, rebuilt all nine of our product lines and placed them 

accomplishment by your State Auto team. It was critical to our 
long-term success even before the pandemic. In a post-
pandemic world, being digital is essential.

At the same time, our digital platform expanded to include the 
servicing of our customers, in both claims and customer
service. Applying our digital capabilities across the entire
organization is the next step in building an innovative, nimble 
and responsive property and casualty company. 

In addition to the internal innovation we’re building, we’ve 
also continued to expand our use of external opportunities by 
partnering with emerging organizations seeking to disrupt our 
industry through the use of new technologies. Our State Auto 
Labs has 27 active partnerships with Insurtech companies, 
including eight new partnerships launched in 2020.

Looking Ahead

There is still much work to do to make State Auto a

rebuilt the majority of the organization in a relatively short period 

sell and service our products. 

As challenging as 2020 was, it also gives me even greater 

times but help us emerge even stronger, that we have the right 
people to deliver the products and technology our independent 
agents and customers need, and that we must continue to do 
our part to create a safe, healthy and equitable world for all.

Best,

Mike LaRocco

Best,
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#nomorehatred

ENOUGH

of buying cigarettes from a convenience store with a counterfeit 

Floyd showed no signs of life. The nationwide social unrest in 
the days that followed once again exposed the undercurrent 
of inequity, inequality and discrimination that has plagued our 
nation for generations.

In a message to State Auto associates just days later, Chairman, 
President and CEO Mike LaRocco called for not just words,
but action, beginning within State Auto. A series of candid 
conversations followed, during which hundreds of associates
listened and shared their own experiences of the realities of
racism. The company would soon announce a commitment to serve 
as a lead sponsor of the National African American Insurance 
Association (NAAIA) and to the NAACP Legal Defense Fund. 

State Auto remains committed to doing its part to create a more 
just and equitable world for all.



Hi, everyone:

I’m writing to you today with an extraordinarily heavy heart. 
I grew up in the 1960s and watched on television as people 
across the country protested against unfairness, racism, 
and hatred. I remember being so angry and confused. I 
was angry that one human being could possibly hate and 
act violently against another simply based on skin color.
I was confused that as a country we could not come together

ground through respect, trust and love.

incident of a black man being

murder of George Floyd continues 
the reality that racism and hatred 
remain within our country. Let me 
also say this: the vast majority of 
women and men who serve all of us 

brave people.

manifested itself in protests across 
the country, including here in Columbus. 
While many of these protests have 
been peaceful, sadly some have devolved into violence and 

damage in Columbus, including bricks through our windows 

However, it’s impossible not to understand some of the 
incredible anger felt by a group of people that haven’t had 
their voices heard. I feel it and I’ve never had to walk in 
the shoes of a person of color and experienced racism, or 

discrimination and religious biases.

I do not have the answers. After 63 years, I feel my
generation has failed.

I do know that we can no longer simply talk about these 
issues and make proclamations expressing our anger about 
how it’s unacceptable (like I’m doing now). Rather, we need 
real action in police departments and in city, state and federal 
governments. Our political leaders need to act, as well as 
community and business leaders.

At State Auto, I can take action. We’ve built a culture based 
on two things: trust and respect. I’m proud that all of you, 

years. I’m not naive. I’m sure some of you have experienced 
examples like the ones I’ve listed 
above, but I can promise you this: 
We will continue to work every day 
to be certain State Auto is a diverse 
and inclusive organization, one that will 
not tolerate behavior that is anything 
but fair for all our associates.

For us, we’ll begin by listening more 
carefully to one another. I’ll host 
conversations so we can discuss 
these issues openly and honestly. 
I feel many people are reluctant to 
confront the realities of bias in their 

lives, but if we don’t confront the issues and expose the realities, 
how will we solve the problem? I’ll have more on these
conversations soon and hope many of you will participate.

For now, please join me in standing up and saying enough 
is enough. Join me in speaking out and speaking up if you 
see or experience examples of hatred. Let’s make State Auto 
a beacon of fairness. We may not be able to change all 
people outside of our walls, but we can show them the path.

Much love,

MikeMike

“We’ve built a
culture based on 
two things:
trust and respect.” 



Financial Highlights

($ in millions, except per share amounts)

MBS -

Tax Exempt Bonds

Corporate Bonds -

Equities -

Agency Bonds -

Treasury Bonds -

Other Invested Assets - 

Notes Receivable -

Taxable Muni Bonds -

23.9%

18.4%

17.5%

14.1%

13.5%

6.4%

2.6%

2.5%

1.1%

2020 2019 2018 2017 2016

Earned premiums $ 1,380.9 1,250.2 1,237.6 1,276.1 1,291.1

Net investment income $ 72.1 80.4 84.9 78.8 74.7

Net investment gain (loss) $ 27.3 74.2 (49.7) 65.1 36.5

Other income $ 2.1 2.4 2.6 2.3 2.3

Total revenue $ 1,482.4 1,407.2 1,275.4 1,422.3 1,404.6

Net income (loss) $ 13.1 85.8 12.2 (19.1) 19.2

Basic earnings (loss) per share $ 0.30 1.98 0.29 (0.45) 0.46

Diluted earnings (loss) per share $ 0.30 1.93 0.28 (0.45) 0.46

Dividends paid per share $ 0.40 0.40 0.40 0.40 0.40

Book value per share $ 23.00 22.19 18.86 19.65 20.34

Total assets $ 3,102.5 2,979.6 2,896.4 3,019.4 2,973.4

Stockholders’ equity $ 1,010.0 967.5 816.7 833.7 850.5

Return on equity 1.3% 9.8% 1.5% (2.3)% 2.3%

GAAP Combined ratio 105.3 103.0 100.8 107.8 106.3

Investment Portfolio

Book Value (Per Share)

Net Premium Written 
(In Billions)

Dividend Paid (Per Share)
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11 a.m. ET Friday, May 14, 2021
www.virtualshareholdermeeting.com/STFC2021

Annual Meeting

The high and low sale prices for each quarterly period for the past two 
years as reported by Nasdaq and cash dividends paid per share are:

Market Price Range, Common Stock

Natalie Schoolcraft
Director of Investor Relations
State Auto Financial Corporation
518 E. Broad St.
Columbus, Ohio 43215

Natalie.Schoolcraft@StateAuto.com

Shareholder Inquiries

State Auto Financial Corporation 
518 E. Broad St. 
Columbus, Ohio 43215 
StateAuto.com  

Corporate Headquarters

PricewaterhouseCoopers LLP
41 S. High St. 25th Floor
Columbus, Ohio 43215

Independent Auditors

Statements” preceding Part I of the Company’s Annual Report 

included with this Annual Report.

Forward-Looking Statements

 
200 Civic Center Dr., Ste. 1200 
Columbus, Ohio 43215

Legal Counsel

Commission are available free of charge on the Company’s 
website at StateAuto.com

SEC Filings

Computershare 
 

 
 

www.computershare.com/investor

Transfer Agent/Registrar

Common shares are traded in the Nasdaq Global Select 
 

Company’s common shares.

Stock Trading

High
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Fourth Quarter
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STATE AUTO PROPERTY & CASUALTY INSURANCE COMPANY

MILBANK INSURANCE COMPANY

STATE AUTO INSURANCE COMPANY OF OHIO
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518 PROPERTY MANAGEMENT & LEASING, LLC

STATE AUTOMOBILE MUTUAL INSURANCE COMPANY

STATE AUTO INSURANCE COMPANY OF WISCONSIN
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