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It’s truly an exciting time to work at Mercury! We’ve made tremendous 
strides across all facets of our business and we are well positioned to 
grow in the future. We’ve transformed our operations and technology 
and Mercury has emerged as a modern, forward-thinking company ready 
to expand our business. Now it’s time to tell the world about the “new” 
Mercury. And what better place to start than with a strong, modern logo. 
We look forward to moving Mercury forward together! 
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Mercury General U.S. Industry Source for Industry Data: A.M. Best Company 

I N  2 014 , we continued making progress towards 
improved operating results with growth in net premiums 
written of 4.1% and improvement in our combined ratio 
of 0.8 points. Our 2014 operating earnings were $2.28 
per share, compared to $2.18 per share in 2013, a 5% 
improvement. Excluding the impact of an unexpected 

 

  

share, a 28% improvement over 2013. The adjusted 
operating earnings of $2.78 per share provided an 8.3% 
return on average shareholders’ equity in 2014, which 
was better than the 6.5% return in 2013, but still below 
our double digit targeted return. 

 

  

 

 

 

a private civil litigation in Krumme v. Mercury that was 
decided in 2003. In the Krumme decision, the judge 
ruled that based on the mountain of evidence reviewed 

 

 

of guidance provided as to what constitutes a broker or 
 

determination and penalty assessment is contrary to 
 

of fairness. We intend to vigorously litigate this matter 
of law and we expect to ultimately prevail on the merits 
in a court of law. 

The improvement in our 2014 operating results was 
primarily due to better margins on policies issued in 

 

  

C O M B I N E D  R AT I O  V S .  I N D U S T R Y  
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compared to 101% in 2013. Higher average premiums 
 

as we implemented a 6.9% personal auto rate increase 
 

  

companywide premiums. In addition, we implemented 
  

January 2014, representing about half of our companywide 
premiums written. 

 

personal auto frequency and severity were fairly benign; 
up in the low single digits in 2014. However, we did experience 
the typical seasonal spike in frequency and severity in 
the fourth quarter and we are closely monitoring the 
impact that lower gasoline prices and the improvement 
in the unemployment rate may have on driving habits. To 

 

with trend, we requested a 6.9% rate increase which is 
 

 

   

 

premium growth as rate increases more than offset  
 

be challenging in 2015 as private passenger auto new 
business sales were down 17% in 2014 and the impact 
of the lower new business sales in 2014 will negatively 

 

and excluding our Mechanical Breakdown product, we 
posted negative growth of 3.9% in 2014 compared to 
negative growth of 7.6% in 2013. However, in the fourth 

 

Breakdown product. The improvement in growth outside 
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P R E M I U M S  W R I T T E N  
(in millions) 
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result of rate reductions taken in many states early in 2014 
and increased distribution. For 2015, we expect to continue 

 

our improved competitive position coupled with increased 
advertising spend and distribution. 

After tax investment income increased 1.8% to $111.5 
million. The after-tax yield on investments of 3.5% in 2014 
was slightly lower than the after tax yield of 3.6% in 2013. 
The current low interest rate environment continues to put 
downward pressure on our after tax yield as new money is 
being invested at lower yields. Our investment base grew 
7.8% to $3.4 billion and offset the slight decline in yield. 
Going forward, we expect there will be continued downward 
pressure on our after tax yield as bonds with higher coupons 
mature or are called and the reinvestment of those proceeds 
will most likely be made at lower after tax yields. 

 

largest states, Florida and Texas, the private passenger auto 
combined ratios were 96.6% and 96.1%, respectively. Flat 
premium growth was achieved despite a 10% rate reduction 

 

increases in new business sales of 87% and 92% in Florida 
and Texas, respectively. However, we posted unacceptable 
results in our next two largest states, New York and New 
Jersey. Loss costs for the bodily injury coverages were 

 

adverse reserve development of $17 million and increased 
our 2014 accident year loss estimates. To partially address 
the poor results, we increased rates in New York by 3% 
effective January 2015 and by 2% in New Jersey effective 

 

in claims procedures, which include the speeding up of 
claims settlement and case reserving, may be affecting our 

95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 

loss reserve estimates with the possibility that the faster 
settling and reserving of claims could lead to favorable 
development in the future. 

We have taken several steps over the past few years to 
       

consolidated our claims and underwriting operations located 
 

Jersey and Texas. Other expense reduction measures were 
also taken, including a new commission structure. These 
changes have positively impacted our cost structure outside 

 

structure in the future. 

Our combined ratio target for private passenger auto is 95% 
and we generally price to that target. However, in states 

 

that we have not yet achieved, but expect to achieve over 
the next several years. This pricing strategy will allow us 
to be more competitive than we otherwise would be, but 
it means that our margins will be lower than our long term 
target for the next few years. 

Part of our long-term strategy is to continue to grow our 
 

 

 

was very well received as new business applications 
increased over 10% when the new product was launched. 

  

$369 million in premiums written and posted a combined ratio 
  

$136.6 million in 2014, a 30.2% increase and the combined 
   

19.6% increase in premiums written to $58.6 million with 
an 81.2% combined ratio. As the personal auto landscape 
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O P E R AT I N G  L E V E R A G E  
(net premiums written/policyholders surplus as ratio) 
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continues to be extremely competitive, we will continue to 
 

of business as long as we believe we can do so prudently. 

 

campaign and plan to spend $48 million in advertising in 
2015 up from $23 million in 2014. We currently operate 
in 13 states representing approximately 56% of the U.S. 
population. The economics make it more cost effective 
to advertise on a national basis rather than on a local 
basis. The national advertising campaign should bring 

 

 

acquisition in early January and appointed Jeffrey Schroeder 
  

Mercury’s product team in 2010 and most recently was a 
 

 

 

 

Workmen’s non-standard auto product will compliment 
Mercury’s more preferred product offerings. We believe 
the Workmen’s auto product will allow Mercury to better 
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D I V I D E N D S  P E R  S H A R E  
(in dollars) 
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We pride ourselves at having a strong balance sheet. 
At year-end, our Shareholders’ Equity was $1.9 billion 
and our statutory underwriting leverage remains conser-
vative, with a premium to surplus ratio of 2.0 to 1. Our primary 
insurance subsidiaries carry an A+ rating with A.M. Best. 

 

the annual dividend rate to $2.47 per share, continuing to 
provide a generous dividend yield based on the recent 
market price of our stock. Our strong capital position has 
allowed us to pay a dividend in recent years where the 
dividend payout ratio was above 100%. We recognize we 
cannot, on a long term basis, have a payout ratio over 100%; 

 

levels over a long period of time. Our Board will continue 
to evaluate our dividend policy on a quarterly basis and 

 

earnings, tax law changes and future prospects before a 
decision is made on the dividend amount. 

We hope you will be able to attend our annual meeting on 
May 13, 2015. 

Sincerely, 

10 11 12 13 14 

George Joseph 
Chairman of the Board 

Gabriel Tirador 
President and Chief Executive Ofcer 0 
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ALL DOLLAR FIGURES IN THOUSANDS, 
EXCEPT PER SHARE DATA 2014 2013 2012 

O P E R AT I N G  R E S U LT S  (GAAP BASIS) 

Net premiums written  $  2,840,922 $  2,728,999 $  2,651,731 

Change in net unearned premiums (44,727) (30,812)  (76,811) 

Net premiums earned 2,796,195 2,698,187  2,574,920 

Losses and loss adjustment expenses  1,986,122  1,962,690  1,961,448 

Underwriting expenses  775,589 724,995 685,069 

Net investment income  125,723 124,538 131,896 

Net realized investment gains (losses) 81,184 (11,422)  66,380 

Other income  8,671 9,738 10,174 

Interest expense 2,637 1,260 1,543 

Income (loss) before taxes 247,425 132,096 135,310 

Income tax expense (benefit)  69,476 19,953 18,399 

Net income (loss) $  177,949 $  112,143 $  116,911 

Net income (loss) per share (basic) $ 3.23 $  2.04 $  2.13 

Net income (loss) per share (diluted) $  3.23 $  2.04 $  2.13 

Operating ratios 

Loss ratio 71.0% 72.7% 76.2% 

Expense ratio 27.7% 26.9% 26.6% 

Combined ratio 98.8% 99.6% 102.8% 

I N V E S T M E N T S  

Total investments, at fair value $ 3,403,822 $ 3,158,312 $ 3,180,095 

Yield on average investments 

Before taxes 3.9% 4.1% 4.4% 

After taxes 3.5% 3.6% 3.8% 

F I N A N C I A L  C O N D I T I O N  

Total assets $  4,600,289 $  4,315,181 $  4,189,686 

Unpaid losses and loss adjustment expenses 1,091,797 1,038,984 1,036,123 

Unearned premiums 999,798 953,527 920,429 

Notes payable  290,000  190,000  140,000 

Policyholders’ surplus 1,438,281 1,528,682 1,440,973 

Total shareholders’ equity 1,875,446 1,822,486 1,842,497 

Book value per share $ 34.02 $ 33.15 $ $33.55 

O T H E R  I N F O R M AT I O N  

Return on average shareholders’ equity 6.8% 6.5% 4.0% 

Basic average shares outstanding  54,967  54,947  54,899 

Shares outstanding at year-end 55,121 54,975  54,922 

Dividends per share $ 2.4625 $ 2.4525 $  2.4425 

Price range (bids) of common stock $ 59.68-41.70 $ 51.00-36.03 $  46.76-36.01 
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10YEARsummary 
2011 2010 2009 2008 2007 2006 2005 

$ 2,575,383 $  2,555,481 $ 2,589,972 $ 2,750,226 $ 2,982,024 $ 3,044,774 $ 2,950,523 

(9,326)  11,204 35,161 58,613 11,853 (47,751) (102,790)

 2,566,057  2,566,685 2,625,133 2,808,839 2,993,877 2,997,023 2,847,733

 1,829,205  1,825,766 1,782,233 2,060,409 2,036,644 2,021,646 1,862,936

 697,432  760,923 760,990 799,682 818,481 825,508 769,116

 140,947  143,814 144,949 151,280 158,911 151,099 122,582

 58,397  57,089 346,444 (550,520) 20,808 15,436 16,160

 11,884  8,297 4,967 4,597 5,154 5,185 5,438

 5,549  6,806 6,729 4,966 8,589 9,180 7,222

 245,099  182,390 571,541 (450,861) 315,036 312,409 352,639

 53,935  30,192 168,469 (208,742) 77,204 97,592 99,380 

$ 191,164 $  152,198 $ 403,072 $ (242,119) $ 237,832 $ 214,817 $ 253,259 

$ 3.49 $  2.78 $ 7.36 $ (4.42) $ 4.35 $ 3.93 $ 4.64 

$ 3.49 $  2.78 $ 7.32 $ (4.42) $ 4.34 $ 3.92 $ 4.63 

71.3% 71.1% 67.9% 73.3% 68.0% 67.5% 65.4% 

27.2% 29.6% 29.0% 28.5% 27.4% 27.5% 27.0% 

98.5% 100.7% 96.9% 101.8% 95.4% 95.0% 92.4% 

$ 3,062,421 $  3,155,257 $ 3,146,857 $ 2,933,820 $ 3,588,675 $ 3,499,738 $ 3,242,712 

4.7% 4.6% 4.5% 4.4% 4.6% 4.5% 4.0% 

4.2% 4.1% 4.1% 3.9% 4.0% 3.8% 3.5% 

$ 4,070,006 $  4,203,364 $ 4,232,633 $ 3,950,195 $ 4,414,496 $ 4,301,062 $ 4,050,868 

985,279  1,034,205 1,053,334 1,133,508 1,103,915 1,088,822 1,022,603

 843,427  833,379 844,540 879,651 938,370 950,344 902,567

 140,000  267,210 271,397 158,625 138,562 141,554 143,540

 1,497,609  1,322,270 1,517,864 1,371,095 1,721,827 1,579,248  1,487,574

 1,857,483  1,794,815 1,770,946 1,494,051 1,861,998 1,724,130 1,607,837 

$ 33.86 $  32.75 $ 32.33 $ 27.28 $ 34.02 $ 31.54 $ 29.44 

8.4% 6.5% 10.9% 6.9% 12.5% 12.3% 15.8%

 54,825  54,792 54,770 54,744 54,704 54,651 54,566

 54,856  54,803 54,777 54,764 54,730 54,670 54,605 

$ 2.41 $  2.37 $ 2.33 $ 2.32 $ 2.08 $ 1.92 $ 1.72 

$ 46.61-33.81 $  46.66-37.38 $ 46.09-22.45 $ 62.00-36.11 $ 59.06-48.76 $ 59.90-48.75 $ 60.45-51.16 
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DIRECTORS  
and officers 

E X E C U T I V E  O F F I C E R S  B OA R D  O F  D I R E C TO R S  

George Joseph4 

Chairman of the Board 

Gabriel Tirador 4 

President and 

Chief Executive Ofcer 

Bruce A. Bunner 3 

Retired President, 

Financial Structures Ltd. 

Michael D. Curtius 

Retired President, 

Mercury General Corporation 

James G. Ellis4 

Dean of the Marshall School of Business 

The University of Southern California 

1 Member of Audit Committee 

Christopher Graves 4 

Vice President and 

Chief Investment Ofcer 

Richard E. Grayson 3, 4 

Retired Senior Vice President, 

Union Bank 

Martha E. Marcon 1, 2 

Retired Partner, KPMG LLP 

Donald P. Newell 1, 2 

Retired Partner, 

Law Firm of Latham 

& Watkins LLP 

Donald R. Spuehler 1, 2, 3 

Retired Partner, 

Law Firm of O Melveny  

& Myers LLP 

George Joseph 

Chairman of the Board 

Gabriel Tirador 

President and 

Chief Executive Ofcer 

Allan Lubitz 

Senior Vice President and 

Chief Information Ofcer 

Theodore R. Stalick 

Senior Vice President and 

Chief Financial Ofcer 

Christopher Graves 

Vice President and 

Chief Investment Ofcer 

Robert Houlihan 

Vice President and 

Chief Product Ofcer 

3 Member of Compensation Committee 

Kenneth G. Kitzmiller 

Vice President and Chief 

Underwriting Ofcer 

Brandt N. Minnich 

Vice President, 

Marketing 

Randall R. Petro 

Vice President and 

Chief Claims Ofcer 

Heidi C. Sullivan 

Vice President, 

Human Capital 

Charles Toney 

Vice President and 

Chief Actuary 

Judy A. Walters 

Vice President, Corporate 

Afairs and Secretary 

2 Member of Nominating/Corporate Governance Committee 4 Member of Investment Committee 

This Annual Report document includes Mercury General Corporation’s financial statements and supporting data, management’s discussion and analysis of 

financial condition and results of operations and quantitative and qualitative disclosures about market risks from the Company’s Form 10-K filed with the 

Securities and Exchange Commission. 

The Mercury General logo and all product or service names, logos and slogans are registered trademarks or trademarks of Mercury General Corporation. 

This document may contain references to other companies, brand and product names. These companies, brand and product names are used herein for 

identification purposes only and may be the trademarks of their respective owners. 
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M E R C U R Y  G E N E R A L  C O R P O R AT I O N  
Corporate Headquarters 

4484 Wilshire Boulevard, Los Angeles, California 90010 

Telephone: (323) 937 1060 | Fax: (323) 857 7116 

S U B S I D I A R I E S  
Mercury Casualty Company 

Mercury Insurance Company 

Mercury Insurance Company of Illinois 

Mercury Insurance Company of Georgia 

Mercury Indemnity Company of Georgia 

Mercury Insurance Company of Florida 

Mercury Indemnity Company of America 

Mercury National Insurance Company 

California Automobile Insurance Company 

California General Underwriters Insurance Company, Inc. 

Mercury Insurance Services LLC 

Mercury County Mutual Insurance Company* 

American Mercury Insurance Company 

American Mercury Lloyds Insurance Company* 

Mercury Select Management Company, Inc. 

Auto Insurance Specialists LLC 

AIS Management LLC 

PoliSeek AIS Insurance Solutions, Inc. 

Animas Funding LLC 

Fannette Funding LLC 

Workmen s Automobile Insurance Company** 

* Controlled by Mercury General Corporation  
** Acquired in January 2015 

C O R P O R AT E  C O U N S E L  
Latham & Watkins LLP Los Angeles, California 

I N D E P E N D E N T  A U D I T O R S  
KPMG LLP Los Angeles, California 

T R A N S F E R  A G E N T  &  R E G I S T R A R  
Computershare Trust Company, N.A. 

250 Royall Street, Canton, Massachusetts 02021 

Telephone: (866) 214 7508 

www.computershare.com/investor 

S H A R E H O L D E R  C O M M U N I C AT I O N S  
For access to all news releases and other relevant company 

information, visit the Mercury General Corporation website at 

www.mercuryinsurance.com. To request an investor package, 

please call (323) 857 7123. 

A N N U A L  M E E T I N G  
The Annual Meeting of the Shareholders of Mercury General 

Corporation will be held on May 13, 2015 at 10:00 a.m. at 

The Wilshire Country Club, 301 North Rossmore Avenue, 

Los Angeles, California. There were approximately 

129 holders of record on February 2, 2015. 

S E C  F O R M  1 0 -K  
Additional copies of this report, which includes the Company s 

annual report filed with the Securities and Exchange Commission 

on Form 10 K, will be made available, without charge, upon written 

request to the Company s Chief Financial Ofcer at the corporate 

headquarters or on the website at www.mercuryinsurance.com. 

CORPORATE 
information 

www.mercuryinsurance.com
www.mercuryinsurance.com
www.computershare.com/investor


 

 

Environmental Benefits Statement 

To minimize our environmental impact, the Mercury General Corporation 

2014 Annual Report was printed on paper containing fibers from environmentally 

appropriate, socially beneficial and economically viable forest resources. 
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