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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Trustees of and Participants in the
PICO Holdings, Inc. Employees 401(k) Retirement Plan and Trust
La Jolla, CA

We have audited the accompanying statements of net assets available for benefits of PICO Holdings, Inc. Employees
401(k) Retirement Plan and Trust (the "Plan") as of December 31, 2012 and 2011, and the related statement of
changes in net assets available for benefits for the year ended December 31, 2012. These financial statements are the
responsibility of the Plan's management. Our responsibility is to express an opinion on these financial statements
based on our audits.

We conducted our audits in accordance with standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. The Plan is not required to have, nor were we engaged to
perform, an audit of its internal control over financial reporting. Our audits included consideration of internal control
over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the Plan's internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, such financial statements present fairly, in all material respects, the net assets available for benefits of
the Plan as of December 31, 2012 and 2011, and the changes in net assets available for benefits for the year ended
December 31, 2012, in conformity with accounting principles generally accepted in the United States of America.

Our audits were performed for the purpose of forming an opinion on the basic financial statements taken as a whole.
The supplemental schedule of (1) assets (held at end of year) as of December 31, 2012, and (2) delinquent
contributions for the year ended December 31, 2012, are presented for the purpose of additional analysis and are not a
required part of the basic financial statements, but are supplementary information required by the Department of
Labor's Rules and Regulations for Reporting and Disclosure under the Employee Retirement Income Security Act of
1974. These schedules are the responsibility of the Plan's management. The schedules have been subjected to the
auditing procedures applied in the audit of the basic 2012 financial statements and, in our opinion, are fairly stated in
all material respects when considered in relation to the basic financial statements taken as a whole.

/s/ DELOITTE & TOUCHE LLP

San Diego, California
July 1, 2013 
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PICO HOLDINGS, INC. EMPLOYEES 401(k)
RETIREMENT PLAN AND TRUST

STATEMENTS OF NET ASSETS AVAILABLE FOR BENEFITS
AS OF DECEMBER 31, 2012 AND 2011

2012 2011
ASSETS:
  Cash and cash equivalents $39,660 $4,949
  Participant-directed Investments - at fair value:
    Mutual funds 7,723,268 8,053,024
    Common stock - PICO Holdings, Inc. 1,307,433 1,511,395
    Stable value fund 1,728,754 1,598,801
           Total participant-directed investments - at fair value 10,759,455 11,163,220

  Employer Contributions Receivable 599,279

NET ASSETS REFLECTING ALL INVESTMENTS AT FAIR VALUE 11,398,394 11,168,169

ADJUSTMENT FROM FAIR VALUE TO CONTRACT VALUE FOR FULLY
BENEFIT-RESPONSIVE STABLE VALUE FUND (33,165 ) (42,319 )

NET ASSETS AVAILABLE FOR BENEFITS $11,365,229 $11,125,850

The accompanying notes are an integral part of these financial statements.
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PICO HOLDINGS, INC. EMPLOYEES 401(k)
RETIREMENT PLAN AND TRUST

STATEMENT OF CHANGES IN NET ASSETS AVAILABLE FOR BENEFITS
FOR THE YEAR ENDED DECEMBER 31, 2012

2012

ADDITIONS:
  Contributions:
    Participant contributions $744,666
    Rollover contributions 107,572
    Employer contributions 1,391,285
            Total contributions 2,243,523

  Investment income:
    Net appreciation in fair value of investments 627,836
    Interest and dividends 276,034

           Net investment income 903,870

DEDUCTIONS — Benefits paid to participants 2,908,014

INCREASE IN NET ASSETS 239,379

NET ASSETS AVAILABLE FOR BENEFITS:
  Beginning of year 11,125,850
  End of year $11,365,229

The accompanying notes are an integral part of these financial statements.
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PICO HOLDINGS, INC. EMPLOYEES 401(k)
RETIREMENT PLAN AND TRUST    

NOTES TO FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2012 AND 2011, AND FOR THE YEAR ENDED DECEMBER 31, 2012 

1. DESCRIPTION OF PLAN

The following description of the PICO Holdings, Inc. Employees 401(k) Retirement Plan and Trust (the “Plan”) is
provided for general information purposes only. Participants should refer to the Plan document for a more complete
description of the Plan's provisions.
General - The Plan is a defined contribution 401(k) profit-sharing plan covering eligible employees as defined in the
Plan Agreement of PICO Holdings, Inc. (the “Company” and “Plan Sponsor”). The Plan was adopted to provide
retirement benefits to employees of the Plan Sponsor. Effective July 3, 2012, the Company designated Mid Atlantic
Trust Company as the trustee of the plan ("Trustee"). The Trustee has the authority to administer and maintain the
Plan assets at the direction of the Company or a participant. Mid Atlantic Trust Company is also the Plan custodian
and Columbia Retirement Administrators is the record keeper. The Plan is subject to the provisions of the Employee
Retirement Income Security Act of 1974 ("ERISA") and has been designed to be qualified for tax-exempt status by
the Internal Revenue Service ("IRS").
Contributions - Each year, participants may contribute up to the maximum allowed by law of pretax annual
compensation, as defined in the Plan, currently $17,000. The Plan Sponsor matches up to 5% of the elective deferral
of base compensation that a participant contributes to the Plan. The Plan Sponsor's matching contribution does not
begin until the first day of the quarter after an employee completes one year of service. Additional amounts which
represent profit sharing, as defined in the Plan, may be contributed at the option of the Plan Sponsor. For the year
ended December 31, 2012, $599,279 in additional discretionary contributions had been made.
Participant Accounts - Individual accounts are maintained for each Plan participant. Each participant's account is
credited with the participant's contributions, employer matching contributions, and allocations of (a) the Plan
Sponsor's discretionary profit-sharing contributions and (b) Plan earnings, and debited for withdrawals as applicable.
Forfeited balances of terminated participants' nonvested accounts are used to reduce Plan expenses.
Investments - Upon enrollment in the Plan, a participant may direct 100% of elective deferrals, employer matching
contributions, and discretionary profit-sharing amounts. A participant chooses from a number of different mutual fund
options, including a common collective trust fund. In addition, participants are able to invest in the stock of the Plan
Sponsor.
Vesting - Participants are immediately vested in their contributions, the employer matching contributions, plus
earnings thereon. Participants become partially vested in the discretionary profit-sharing employer contributions after
two years of service and fully vested after six years of service.
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Vesting in the Plan Sponsor's discretionary profit-sharing contribution portion of their accounts, plus actual earnings
thereon, is based on years of service in accordance with the following schedule:
Years of Service Percentage

Less than 2 —
2 20
3 40
4 60
5 80
6 or more 100
Participant Loans - Loans to participants are not permitted under the Plan.

Payment of Benefits - Upon termination of service, a participant may elect to receive either a lump‑sum amount equal
to the value of the participant's vested interest or annual installments. If the value of the participant's account is $1,000
or less, the trustee shall distribute the entire vested account to the participant. No such amounts were payable at
December 31, 2012 and 2011.
Forfeited Accounts - At December 31, 2012 and 2011, forfeited nonvested accounts totaled $0 and $2,256,
respectively. Forfeited nonvested accounts of $2,256 was used to reduce plan expenses for the year ended December
31, 2012.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting - The accompanying financial statements are prepared in accordance with accounting principles
generally accepted in the United States of America ("GAAP").
Use of Estimates - The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of net assets and the changes in net assets during the
reporting period and disclosure of contingent assets at the date of the financial statements. Actual results could differ
from those estimates.
Risks and Uncertainties - The Plan utilizes various investment securities. Investment securities, in general, are
exposed to various risks, such as interest rate, credit, and overall market volatility. Due to the level of risk associated
with certain investment securities, it is reasonably possible that changes in the values of investment securities will
occur in the near term and that such changes could materially affect the amounts reported in the financial statements.
Investment Valuation and Income Recognition - The Plan's investments are stated at fair value. Fair value of a
financial instrument is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. Investments in mutual funds and Plan Sponsor
common stock are valued at quoted market prices.
Investment contracts held by a defined contribution plan are required to be reported at fair value; however, contract
value is the relevant measurement attribute for that portion of the net assets available for benefits that is attributable to
fully benefit-responsive investment contracts. Contract value is the amount Plan participants would receive if they
were to initiate permitted transactions under the terms of the Plan. The Plan invests in investment contracts through a
common collective trust fund, the Union Bond and Trust Company Stable Value Fund ("Stable Value Fund") which
may invest in fixed-interest insurance investment contracts, money market funds, corporate and government bonds,
mortgage-backed securities, bond funds, and other fixed-income securities. The statement of net assets available for
benefits presents the fair value of the investment contracts as well as the adjustment of the fully benefit-responsive
investment contracts from fair value to contract value.
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The statement of changes in net assets available for benefits is prepared using the contract value basis. The contract
value of the Stable Value Fund represents contributions plus earnings, less participant withdrawals and administrative
expenses.
Purchases and sales of investment securities are recorded on a trade-date basis. Interest income is recorded on the
accrual basis. Dividends are recorded on the ex-dividend date.
Management fees and operating expenses charged to the Plan for investments in the mutual funds are deducted from
income earned on a daily basis and are not separately reflected. Consequently, management fees and operating
expenses are reflected as a reduction of investment income for such investments.
Administrative Expenses - Administrative expenses of the Plan are paid by the Plan Sponsor as provided in the plan
document. All investment management and transaction fees directly related to the Plan investments are paid by the
Plan.
Payment of Benefits - Benefit payments to participants are recorded upon distribution. There were no participants,
who elected to withdraw from the Plan, but had not yet been paid at December 31, 2012 and 2011.

3. FAIR VALUE MEASUREMENTS

The FASB accounting guidance on fair value measurements and disclosures provides a framework for measuring fair
value. That framework provides a fair value hierarchy that prioritizes the inputs to valuation techniques used to
measure fair value, as follows: Level 1, which refers to securities valued using unadjusted quoted prices from active
markets for identical assets; Level 2, which refers to securities not traded on an active market but for which observable
market inputs are readily available; and Level 3, which refers to securities valued based on significant unobservable
inputs. Assets and liabilities are classified in their entirety based on the lowest level of input that is significant to the
fair value measurement.
The Plan's policy is to recognize significant transfers between levels at the end of the reporting period.
Asset Valuation Techniques
The Company's common stock is valued at the closing price reported on the active market on which the securities are
traded on the last business day of the Plan year. The Company's common stock is categorized as Level 1.
Shares of registered investment companies are valued at the daily closing price as reported by the fund. Mutual funds
held by the Plan are open-ended mutual funds that are registered with the Securities and Exchange Commission.
These funds are required to publish their daily net asset value and to transact at that price. The mutual funds held by
the Plan are deemed to be actively traded and therefore are categorized as Level 1.
Investments in common collective trust funds are valued based upon the redemption price of units held by the Plan,
which is based on the current fair value of the common collective trust funds' underlying assets. Unit values are
determined by the financial institution sponsoring such funds by dividing the fund's net assets at fair value by its units
outstanding at the valuation dates. Investments in common collective trust funds are categorized as Level 2.
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The following tables set forth by level within the fair value hierarchy a summary of the Plan's investments measured at
fair value on a recurring basis at December 31, 2012 and 2011:

Active Markets Other Significant
for Identical Observable Unobservable 2012

December 31, 2012 Assets (Level 1) Inputs (Level 2) Inputs (Level 3) Total
Common stock(1) $1,307,433 $1,307,433
Registered investment companies:
  Domestic stock funds 3,939,108 3,939,108
  Balanced funds 154,898 154,898
  International stock funds 1,196,901 1,196,901
  Fixed income funds 2,432,134 2,432,134
  Money market funds 227
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