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Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act.

Yes o           No þ
Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
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Yes þ           No o
Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of the Registrant�s knowledge, in definitive proxy or information
statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. þ
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. (as defined in Rule 12b-2 of the Act).

Large accelerated
filer þ

Accelerated filer o Non-accelerated filer o Smaller reporting
company o

(Do not check if a smaller reporting company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).

Yes o           No þ
The aggregate market value of the voting stock held by non-affiliates of the Registrant as of June 30, 2010 was
$1,175,418,416.
As of February 11, 2011, the Registrant had 48,784,927 shares of Class A Common Stock and 5,753,833 shares of
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DOCUMENTS INCORPORATED BY REFERENCE
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This document contains certain forward-looking statements as defined in the Securities Exchange Act of 1934, some
of which may be identified by the use of terms such as �expects,� �believes,� �anticipates,� �intends,� �judgment,� �outlook,�
�effort,� �attempt,� �achieve,� �project� or other similar expressions. These statements are subject to various uncertainties and
contingencies which could cause actual results to differ materially from those expressed in such statements. See
�Forward-Looking Statements and Cautionary Statements Regarding Certain Factors That May Affect Future Results�
in Part II, Item 7 � Management�s Discussion and Analysis of Financial Condition and Results of Operations.

PART I
Item 1. Business
Delphi Financial Group, Inc. (the �Company� or �Delphi,� which term includes the Company and its consolidated
subsidiaries unless the context indicates otherwise) is a holding company whose subsidiaries provide integrated
employee benefit services. The Company was organized as a Delaware corporation in 1987 and completed the initial
public offering of its Class A common stock in 1990. The Company manages all aspects of employee absence to
enhance the productivity of its clients and provides the related group insurance coverages: long-term and short-term
disability, life, excess workers� compensation for self-insured employers, large casualty programs including large
deductible workers� compensation, travel accident, dental and limited benefit health insurance. The Company�s asset
accumulation business emphasizes individual fixed annuity products. The Company offers its products and services in
all fifty states, the District of Columbia and Puerto Rico. The Company�s two reportable segments are group employee
benefit products and asset accumulation products. See Notes A and P to the Consolidated Financial Statements
included in this Form 10-K for additional information regarding the Company�s segments.
The Company makes available free of charge on its website at www.delphifin.com/financial/secfilings.html its annual
reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and all amendments to these
reports as soon as reasonably possible after such material has been filed with or furnished to the Securities and
Exchange Commission. Additional copies of the Company�s annual reports on Form 10-K may be obtained without
charge by submitting a written request to the Investor Relations Department, Delphi Financial Group, Inc., 1105 North
Market Street, Suite 1230, P.O. Box 8985, Wilmington, Delaware 19899.
Operating Strategy
The Company�s operating strategy is to offer financial products and services which have the potential for significant
growth, which require specialized expertise to meet the individual needs of its customers and which provide the
Company the opportunity to achieve superior operating earnings growth and returns on capital.
The Company has concentrated its efforts within certain niche insurance markets, primarily group employee benefits
for small to mid-sized employers. The Company also markets its group employee benefit products and services to
large employers, emphasizing unique programs that integrate both employee benefit insurance coverages and absence
management services. The Company also operates an asset accumulation business that focuses primarily on offering
fixed annuities to individuals planning for retirement.
The Company�s primary operating subsidiaries are as follows:
Reliance Standard Life Insurance Company (�RSLIC�), founded in 1907 and having administrative offices
headquartered in Philadelphia, Pennsylvania, and its subsidiary, First Reliance Standard Life Insurance Company
(�FRSLIC�), underwrite a diverse portfolio of disability, group life, travel accident, dental and limited benefit health
insurance products targeted principally to the employee benefits market. RSLIC also markets asset accumulation
products, primarily fixed annuities, to individuals and groups. The financial strength rating of RSLIC as of
February 2011 as assigned by A.M. Best was A (Excellent). Financial strength ratings are based upon factors relevant
to the Company�s insurance subsidiary policyholders and are not directed toward protection of investors in the
Company. The Company, through Reliance Standard Life Insurance Company of Texas (�RSLIC-Texas�), acquired
RSLIC and FRSLIC in 1987.
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Safety National Casualty Corporation (�SNCC�) focuses primarily on providing excess workers� compensation insurance
to the self-insured market. Founded in 1942 and located in St. Louis, Missouri, SNCC is one of the oldest continuous
writers of excess workers� compensation insurance in the United States. The financial strength rating of SNCC as of
February 2011 as assigned by A.M. Best was A (Excellent). The Company, through SIG Holdings, Inc. (�SIG�),
acquired SNCC in 1996. In 2001, SNCC formed an insurance subsidiary, Safety First Insurance Company, which also
focuses on selling excess workers� compensation products to the self-insured market.
Matrix Absence Management, Inc. (�Matrix�), founded in 1987, provides integrated disability and absence management
services to the employee benefits market across the United States. Headquartered in San Jose, California, Matrix was
acquired by the Company in 1998.
Group Employee Benefit Products
The Company is a leading provider of disability, group life and excess workers� compensation insurance products to
small and mid-sized employers, with more than 40,000 policies in force. The Company also offers travel accident,
voluntary accidental death and dismemberment, group dental and limited benefit health insurance products, as well as
assumed workers� compensation and casualty reinsurance. The Company markets its group products to
employer-employee groups and associations in a variety of industries. The Company insures groups ranging from 2 to
more than 5,000 individuals, although the size of an insured group generally ranges from 10 to 1,000 individuals. The
Company markets its employee benefit products on an unbundled basis and as part of an Integrated Employee Benefit
program that combines employee benefit insurance coverages and absence management services. The Integrated
Employee Benefit program, which the Company believes helps to differentiate itself from competitors by offering
clients improved productivity from reduced employee absence, has enhanced the Company�s ability to market its group
employee benefit products to large employers. In addition, the Company offers a suite of voluntary disability, group
life and accidental death and dismemberment insurance products that are purchased by employees on an elective basis
at their worksite. These products allow the employees of the Company�s clients to choose, within specified parameters,
the type and amount of insurance coverage, the premiums for which are collected through payroll deductions. The
Company also offers a group limited benefit health insurance product which provides employee-paid coverage for
hourly, part-time or other employees with seasonal or other irregular work schedules who would generally not be
eligible for other employer-provided health insurance plans. In response to the recently adopted federal health care
reform legislation, the Company is generally issuing its new and renewal limited benefit health policies under a fixed
indemnity benefit structure that is exempt from certain of the requirements of the legislation that became effective in
September 2010. However, it is uncertain whether this product can be effectively marketed once the minimum
medical coverage requirements of the legislation become effective in 2014, since this product�s coverage will not
satisfy these requirements. In underwriting its group employee benefit products, the Company attempts to avoid
concentrations of business in any particular industry segment or geographic area; however, no assurance can be given
that such efforts will be successful.
The Company�s group employee benefit products are primarily sold to employers and groups through independent
brokers and agents. The Company�s products are marketed to brokers and agents by 145 sales representatives and
managers. RSLIC had 116 group sales representatives and managers located in 29 sales offices nationwide at
December 31, 2010. In addition, RSLIC had 12 sales representatives and managers devoted to its limited benefit
health insurance product at December 31, 2010. At December 31, 2010, SNCC had 16 sales representatives and
managers. The Company�s seven administrative offices and 29 sales offices also service existing business.

-4-
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The following table sets forth for the periods indicated selected financial data concerning the Company�s group
employee benefit products:

Year Ended December 31,
2010 2009 2008

(dollars in thousands)
Insurance premiums:
Core Products:
Disability income $ 542,386 39.9% $ 560,361 41.6% $ 572,630 43.0%
Life 388,247 28.6 393,173 29.2 402,928 30.2
Excess workers�
compensation 289,548 21.3 277,485 20.7 264,244 19.8
Assumed workers�
compensation and casualty
reinsurance 51,538 3.8 34,168 2.5 22,369 1.7
Limited benefit health
insurance 40,772 3.0 31,987 2.4 24,698 1.9
Accident and dental 46,307 3.4 49,029 3.6 45,507 3.4

1,358,798 100.0% 1,346,203 100.0% 1,332,376 100.0%

Non-Core Products:
Loss portfolio transfers (1) � � 3,304
Other 9,709 8,464 7,343

9,709 8,464 10,647

Total insurance premiums $ 1,368,507 $ 1,354,667 $ 1,343,023

Sales (new annualized
gross premiums):
Core Products:
Disability income $ 108,302 36.0% $ 109,409 37.4% $ 134,215 42.8%
Life 90,626 30.1 70,526 24.1 94,681 30.2
Excess workers�
compensation 47,434 15.8 45,251 15.4 25,832 8.1
Assumed workers�
compensation and casualty
reinsurance 14,606 4.9 17,226 5.9 12,103 3.9
Limited benefit health
insurance 13,324 4.4 20,141 6.9 12,530 4.0
Accident and dental 26,611 8.8 30,282 10.3 34,415 11.0

300,903 100.0% 292,835 100.0% 313,776 100.0%

Non-Core Products:
Loss portfolio transfers (1) � � 3,305
Other 8,055 6,468 6,955
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8,055 6,468 10,260

Total sales $ 308,958 $ 299,303 $ 324,036

(1) Beginning in the first quarter of 2009, the Company�s deposits from loss portfolio transfers are recorded as
liabilities rather than as premiums.

The profitability of group employee benefit products is affected by, among other things, differences between actual
and projected claims experience, the retention of existing customers, product mix and the Company�s ability to attract
new customers, change premium rates and contract terms for existing customers and control administrative expenses.
The Company transfers its exposure to a portion of its group employee benefit risks through reinsurance ceded
arrangements with other insurance and reinsurance companies. Under these arrangements, another insurer indemnifies
the Company for a specified portion of the Company�s losses and loss adjustment expenses in exchange for a specified
portion of policy premiums. All insurance related revenue is reported by the Company net of the reinsurance
premiums paid by the Company under these arrangements. The profitability of group employee benefit products is
affected by the amount, cost and terms of reinsurance obtained by the Company. See �Reinsurance�. The profitability of
those group employee benefit products for which reserves are discounted, in particular, the Company�s disability and
excess workers� compensation products, is also significantly affected by the difference between the yield achieved on
invested assets and the discount rate used to calculate the related reserves.

-5-
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The table below shows, for the periods indicated, the loss and expense ratios as a percent of premium income for the
Company�s group employee benefit products and the operating income for these products.

Year Ended December 31,
2010 2009 2008

Loss ratio 68.7% 68.5% 69.5%
Expense ratio 26.1 24.8 22.7

Combined ratio 94.8% 93.3% 92.2%

Operating income (dollars in thousands) (1) $ 287,766 $ 279,848 $ 176,073

(1) See Note P to the Consolidated Financial Statements included in this Form 10-K for information regarding the
computation of operating income for this segment.

The loss and expense ratios are affected by, among other things, claims development related to insurance policies
written in prior years, changes in the Company�s mix of products and the results with respect to the Company�s
non-core group employee benefit products. The increase in the combined ratio in 2010 reflects an increased incidence
of long-term disability claims at RSLIC, a higher level of commissions at RSLIC resulting from a change in product
mix and increased expenses associated with new product development at SNCC.
Group disability insurance products offered by the Company, principally long-term disability insurance, generally
provide a specified level of periodic benefits during the period that a member of the insured group who, because of a
medical condition or injury, is unable to work. Typically, long-term disability benefits are paid monthly and are
limited for any one insured to two-thirds of the insured�s pre-disability earned income up to a specified maximum
benefit. Long-term disability benefits are generally offset by income the claimant is entitled to receive from other
sources, primarily Social Security disability benefits. The Company actively manages its disability claims, working
with claimants in an effort to assist them in returning to work as quickly as possible. When claimants� disabilities
prevent them from returning to their original occupations, the Company, in appropriate cases, may provide assistance
in developing new productive skills for an alternative career. Following the initial premium rate guarantee period for a
new policy, typically two years in length, premium rates are generally re-determined annually for a group disability
insurance policy and are based upon expected morbidity and mortality and the insured group�s emerging experience, as
well as assumptions regarding operating expenses and future interest rates. The Company�s group long-term disability
coverages are spread across many industries. In April 2006, RSLIC purchased substantially all of the assets of a
third-party administrator which had previously been administering business for RSLIC and contributed them to a
newly established division of RSLIC, Custom Disability Solutions (�CDS�). In addition, RSLIC hired approximately
100 former employees of the third-party administrator in connection with the asset acquisition. CDS, whose
operations are based in South Portland, Maine, is focused on expanding the Company�s presence in the turnkey group
disability reinsurance market, while also continuing to service existing clients from an indemnity reinsurance
arrangement. Turnkey group disability reinsurance is typically provided to other insurance companies to enable them
to provide their clients a group disability insurance product to complement their other product offerings. Under these
reinsurance arrangements, RSLIC typically assumes through reinsurance, on a quota share basis, a substantial majority
in proportionate amount of the risk associated with the group disability insurance policies issued by such other
insurers. CDS provides pricing, underwriting and claims management services to these insurers for such policies,
utilizing the same policies and procedures as are applied with respect to RSLIC�s directly written group disability
insurance policies. The Company cedes through indemnity reinsurance risks in excess of $7,500 in long-term
disability benefits per individual per month. See �Reinsurance� and �Liquidity and Capital Resources � Reinsurance� in
Part II, Item 7 � Management�s Discussion and Analysis of Financial Condition and Results of Operations.
The Company�s group life insurance products provide for the payment of a stated amount upon the death of a member
of the insured group. Following the initial premium rate guarantee period for a new policy, typically two years in
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length, premium rates are generally re-determined annually for a group life insurance policy and are based upon
expected mortality and morbidity and the insured group�s emerging experience, as well as assumptions regarding
operating expenses and future interest rates. Accidental death and dismemberment insurance provides for the payment
of a stated amount upon the accidental death or dismemberment of a member of the insured group. This coverage is
frequently sold in conjunction with group life insurance policies and is included in premiums charged for group life
insurance. The Company cedes through indemnity reinsurance risks in excess of $100,000 per individual for voluntary
group term life insurance policies. The Company cedes through indemnity reinsurance risks in excess of $300,000 per
individual and type of coverage for employer-paid group life insurance policies. See �Reinsurance�.
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Excess workers� compensation insurance products provide coverage against workers� compensation risks to employers
and groups who self-insure such risks. The coverage applies to losses in excess of the applicable self-insured
retentions (�SIRs� or deductibles) of employers and groups, whose workers� compensation claims are generally handled
by third-party administrators (�TPAs�). These products are principally targeted to mid-sized employers, particularly
small municipalities, hospitals and schools. These employers are believed to be less prone to catastrophic workers�
compensation exposures and less price sensitive than larger account business. Since claim payments under the
Company�s excess workers� compensation products do not begin until the self-insured�s total loss payments exceed the
SIR, these payments are frequently made over long periods of time, although catastrophic claims can entail payments
by the Company in shorter time frames. On average, over half of the Company�s total payments with respect to claims
under these products are made during the period beginning with the seventeenth year following the incurrence of the
claim. During this period, the payments are primarily for wage replacement, similar to the benefit provided under
long-term disability coverage, and any medical payments tend to be relatively more stable and predictable in nature
than at the inception of the workers� compensation claim. This family of products also includes large deductible
workers� compensation insurance, which provides coverage similar to excess workers� compensation insurance, and
complementary products, including workers� compensation self-insurance bonds.
The pricing environment and demand for excess workers� compensation insurance improved substantially beginning in
2001 and the demand for excess workers� compensation insurance products and the rates for such products increased
significantly through 2004. The cumulative effect of these rate increases during 2002 through 2004 was an increase of
57%. SNCC was able to maintain its pricing in its renewals of insurance coverage in 2005 and 2006 and also obtained
significant improvements in contract terms in new and renewal policies written in those years, in particular higher SIR
levels. From 2007 through 2010, there were further modest increases in SIRs. In recent years the Company benefited
from the stable market conditions which have prevailed for its excess workers� compensation products as to pricing
and other contract terms. However, because pricing in the primary workers� compensation market is increasingly
competitive, the demand for excess workers� compensation products has not significantly increased. In addition, the
downward pressure on employment and wage levels exerted by the recent recession has negatively affected premium
levels for insurance products which are based upon employers� payrolls, such as the Company�s excess workers�
compensation products. This effect has been ameliorated by the Company�s emphasis on municipalities, hospitals and
schools, sectors whose payroll levels generally have been less adversely impacted by the recent recession. The
Company has enhanced its focus on its sales and marketing function for these products and achieved significantly
improved levels of new business production for these products in 2009 and 2010. Excess workers� compensation new
business production for the important January renewal season was $13.2 million in 2011 compared to $10.6 million in
2010. SNCC�s rates increased modestly in its January 2011 renewals and SIRs on average are up modestly in 2011 for
new and renewal policies. For 2010, 2009 and 2008, new business production for excess workers� compensation
products was $47.4 million, $45.3 million and $25.8 million, respectively, and the retention of existing customers was
strong.
The Company assumes certain workers� compensation and casualty risks through reinsurance. In these arrangements,
the Company provides coverage on an indemnity basis for losses in excess of specified amounts, subject to specified
maximums. Coverage for losses as a result of nuclear, biological, chemical and radiological terrorism is excluded
from these reinsurance treaties. The loss amounts at which the Company�s payment obligations attach under these
arrangements range from $250,000 to $0.5 billion, with an average attachment point on a premium-weighted basis of
$9.2 million and a median attachment point of $5.0 million. Aggregate exposures assumed by the Company under
individual workers� compensation and casualty reinsurance treaties generally range from $18,750 to $11.0 million, and
the Company�s average per-treaty net exposure on a premium-weighted basis is equal to $4.0 million. The Company
underwrites assumed workers� compensation and casualty reinsurance using procedures similar to those it applies in
connection with its directly written excess workers� compensation products.
The Company from time to time replaces or modifies its existing reinsurance ceded arrangements for its excess
workers� compensation insurance products based on changing reinsurance market conditions. The Company presently
cedes through indemnity reinsurance 100% of its excess workers� compensation risks between $10.0 million and
$50.0 million per occurrence, 100% of its excess workers� compensation risks between $100.0 million and
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$150.0 million per occurrence, and 15% of its excess workers� compensation risks between $200.0 million and
$250.0 million, per occurrence. Effective July 1, 2010, the Company entered into a reinsurance agreement under
which it cedes 100% (compared to 85% previously) of its excess workers� compensation risks between $50.0 million
and $100.0 million per occurrence and 65% (compared to 50% previously) of its excess workers� compensation risks
between $150.0 million and $200.0 million per occurrence. Effective March 17, 2010, the Company cedes through
indemnity reinsurance up to $20 million of coverage (compared to $10 million previously) with respect to workers�
compensation and certain other losses
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resulting from certain naturally occurring catastrophic events. See �Reinsurance� and �Liquidity and Capital Resources �
Reinsurance� in Part II, Item 7 � Management�s Discussion and Analysis of Financial Condition and Results of
Operations.
A number of the Company�s reinsurance ceded arrangements exclude coverage for losses resulting from terrorism.
However, the Terrorism Risk Insurance Act of 2002 (the �Terrorism Act�) applies to certain of the lines of property and
casualty insurance directly written by SNCC (as opposed to business assumed by SNCC through reinsurance),
including excess workers� compensation. The Terrorism Act is presently scheduled to remain in effect through
December 31, 2014. SNCC�s surety and commercial auto lines of business are not covered under the Terrorism Act.
Under the Terrorism Act, the federal government would pay 85% of each loss from a covered act of terrorism and the
insurer would pay the remaining 15%. Each insurer has a separate deductible before federal assistance becomes
available for a covered act of terrorism. The deductible is 20% of the insurer�s direct earned premiums from the
previous calendar year. The maximum after-tax loss to the Company for 2011 within the Terrorism Act deductible
from property and casualty products is equal to approximately 2.5% of the Company�s shareholders� equity as of
December 31, 2010. Any payments made by the federal government under the Terrorism Act would be subject to
recoupment via surcharges to policyholders when future premiums are billed. The Terrorism Act does not apply to the
lines of insurance written by the Company�s life insurance subsidiaries.
Business travel accident and voluntary accidental death and dismemberment group insurance policies pay a stated
amount based on a predetermined schedule in the event of the accidental death or dismemberment of a member of the
insured group. The Company cedes through indemnity reinsurance risks in excess of $150,000 per individual and type
of coverage. Group dental insurance provides coverage for preventive, restorative and specialized dentistry up to a
stated maximum benefit per individual per year. Under an indemnity reinsurance arrangement, the Company cedes
risks under its group dental insurance policies in proportions which range from 50% to 100%. See �Reinsurance�.
The Company�s suite of voluntary disability, group life, accidental death and dismemberment, and limited benefit
health insurance products are offered to employees on an elective basis at the worksite. Trends in the U.S.
employment market, particularly the increasing cost of employer-provided medical benefits, are leading an increasing
number of employers to offer new or additional benefits on a voluntary basis. The Company�s suite of voluntary
products allows the employees of the Company�s clients to choose, within specified parameters, the type and amount
of insurance coverage, the premiums for which are collected through payroll deductions. The Company�s group limited
benefit health insurance product provides employee-paid coverage for hourly, part-time or other employees with
seasonal or other irregular work schedules who would generally not be eligible for other employer-provided health
insurance plans. In response to the recently adopted federal health care reform legislation, the Company is generally
issuing its new and renewal limited benefit health policies under a fixed indemnity benefit structure that is exempt
from certain of the requirements of the legislation that became effective in September 2010. However, it is uncertain
whether this product can be effectively marketed once the minimum medical coverage requirements of the legislation
become effective in 2014, since this product�s coverage will not satisfy these requirements. Because the Company�s
voluntary products are convenient to purchase and maintain, the Company believes that they are appealing to
employees who might have little opportunity or inclination to purchase similar coverage on an individual basis. The
Company believes that these products complement the Company�s core group employee benefit products and represent
a significant growth opportunity.
Non-core group employee benefit products include certain products that have been discontinued, such as reinsurance
facilities and excess casualty insurance, newer products which have not demonstrated their financial potential,
products which are not expected to comprise a significant percentage of earned premiums and products for which
sales are episodic in nature, such as loss portfolio transfers (�LPTs�). Pursuant to an LPT, the Company, in exchange for
a specified one-time payment to the Company, assumes responsibility for making ongoing payments with respect to
an existing block of disability or self-insured workers� compensation claims that are in the course of being paid over
time. These products are typically marketed to the same types of clients who have historically purchased the
Company�s disability and excess workers� compensation products. Non-core group employee benefit products also
include primary workers� compensation insurance products, which is generally written as a complement to the excess
workers� compensation products. Excess casualty insurance consists of a discontinued excess umbrella liability
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program. This program entails exposure to excess of loss liability claims from past years, including environmental and
asbestos-related claims. Net incurred losses and loss adjustment expenses relating to this program totaled $4.0 million,
$1.0 million and $8.0 million in 2010, 2009 and 2008, respectively. In addition, non-core group employee benefit
products include commercial auto and general liability insurance, which is generally written as a complement to the
excess workers� compensation products, and bail bond insurance. Bail bond insurance is written through contracts with
general agents who engage retail agents to write the bonds. If the defendant as to whom the bail bond is written does
not appear in court, the Company is required to pay the
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bond amount. The general agent is obligated to indemnify the Company for any such payment; however, the Company
remains responsible on the bail bond regardless of whether it is so indemnified.
Asset Accumulation Products
The Company�s asset accumulation products consist mainly of fixed annuities, primarily single premium deferred
annuities (�SPDAs�) and flexible premium annuities (�FPAs�). An SPDA provides for a single payment by an annuity
holder to the Company and the crediting of interest by the Company on the annuity contract at the applicable crediting
rate. An FPA provides for periodic payments by an annuity holder to the Company, the timing and amount of which
are at the discretion of the annuity holder, and the crediting of interest by the Company on the annuity contract at the
applicable crediting rate. Interest credited on SPDAs and FPAs is not paid currently to the annuity holder but instead
is added to the annuity contract�s value and accumulates. This accumulation is tax deferred. The crediting rate may be
increased or decreased by the Company subject to specified guaranteed minimum crediting rates, which currently
range from 1.0% to 5.5% per annum. For most of the Company�s fixed annuity products, the crediting rate may be
reset by the Company annually, typically on the policy anniversary date. The Company�s fixed annuity products also
include multi-year interest guarantee products, in which the crediting rate is fixed at a stated rate for a specified period
of years. Such periods range from three to seven years. At December 31, 2010, the weighted average crediting rate on
the Company�s fixed annuity products was 3.9%, which includes the effects of the first year crediting rate bonus on
certain newly issued products. Withdrawals may be made by the annuity holder at any time, but withdrawals during
the applicable surrender charge period in a single year that exceed 10% of the annuity value will result in the
assessment of surrender charges, and withdrawals may also result in taxes and/or tax penalties to the holder on the
withdrawn amount. In addition, for annuity products containing a market value adjustment (�MVA�) provision, which
comprised approximately 60.6% of the Company�s policyholder account balances at December 31, 2010, the
accumulated value of the annuity may be increased or decreased under such provision as a function of decreases or
increases, respectively, in crediting rates for the Company�s newly issued annuities if it is surrendered during the
surrender charge period. Under this MVA provision, the accumulated value is guaranteed to be at least equal to the
annuity premium paid, plus credited interest at the specified minimum guaranteed crediting rate.
During the fourth quarter of 2007, the Company introduced an indexed SPDA that permits the annuity holder to elect
that interest be credited to the contract in a manner that is either linked to any positive performance of the Standard &
Poor�s 500 Index, excluding dividends (the �S&P 500 Index�), credited on a fixed interest rate basis, or a mix of both.
For the interest component that is linked to the S&P 500 Index, credited interest is based, at the annuity holder�s
election, either on a percentage, referred to as the participation rate, of the annual index return or on the amount of
such return up to a specified maximum rate, referred to as the cap. The annual index return is based, also at the
annuity holder�s election, either on the average monthly return for the year or on an annual point-to-point calculation.
The annuity holder may change the elections as between the participation rate and capped interest crediting methods,
and as between the average monthly return and annual point-to-point calculation methods, on an annual basis. The
Company may change the levels of the participation rate and the cap on an annual basis, subject to contractually
specified minimums. In the case of interest credited on a fixed rate basis, the crediting rate may be reset by the
Company annually. A minimum guaranteed accumulation is also provided which applies at maturity or earlier
termination of the annuity contract. The guaranteed accumulation amount presently ranges from 1.5% to 2.0% per
annum. The Company purchases S&P 500 Index call options and other similar derivative instruments that are believed
to be correlated to the annuity holders� interest crediting elections in order to fund its obligations based on such
elections.
These fixed annuity products are sold primarily to individuals through networks of independent insurance agents. In
2010, the Company�s SPDA products accounted for $351.4 million of asset accumulation product deposits, of which
$232.5 million was attributable to the MVA annuity and $77.1 million was attributable to the indexed annuity. The
Company�s FPA products accounted for $14.3 million of asset accumulation product deposits in 2010, substantially all
of which had an MVA feature. One network of independent agents accounted for over 10% of the deposits from these
SPDA and FPA products during 2010. The Company believes that it has a good relationship with these networks.
During the first quarter of 2006, the Company issued $100.0 million in aggregate principal amount of fixed and
floating rate funding agreements with maturities of three to five years in connection with the issuance by an
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unconsolidated special purpose vehicle of funding agreement-backed notes in a corresponding principal amount. In
March 2009, the Company repaid $35.0 million in aggregate principal amount of the floating rate funding agreements
at their maturity, resulting in a corresponding repayment of the funding agreement-backed notes. In March 2011, the
Company will repay the remaining $65.0 million in aggregate principal amount of the floating rate funding
agreements at their maturity. During the third
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quarter of 2008, the Company acquired a block of existing SPDA and FPA policies from another insurer through an
indemnity assumed reinsurance transaction that resulted in the assumption by the Company of policyholder account
balances in the amount of $135.0 million. The Company believes that its funding agreement program and annuity
reinsurance arrangements enhance the Company�s asset accumulation business by providing alternative sources of
funds for this business. Deposits from the Company�s asset accumulation business are recorded as liabilities rather than
as premiums. The Company�s liabilities for its funding agreements and annuity reinsurance arrangements are recorded
in policyholder account balances.
The following table sets forth for the periods indicated selected financial data concerning the Company�s asset
accumulation products:

Year Ended December 31,
2010 2009 2008

(dollars in thousands)
Asset accumulation product deposits (sales) $ 377,358 $ 248,595 $ 245,117
Funds under management (at period end) $1,725,785 $1,425,442 $1,327,502
Operating income(1) $ 131,861 $ 124,738 $ 59,841

(1) See Note P to the Consolidated Financial Statements included in this Form 10-K for information regarding the
computation of operating income for this segment.

At December 31, 2010, funds under management consisted of $1,415.4 million of SPDA liabilities, $244.3 million of
FPA liabilities and $66.1 million of funding agreements. Of the SPDA and FPA liabilities, $1,190 million were
subject to surrender charges averaging 7.0% at December 31, 2010, with the balance of these liabilities not subject to
surrender charges having been in force, on average, for 19 years. $175.8 million of the SPDA and FPA liabilities have
been assumed by the Company under various indemnity reinsurance transactions, including the 2009 transaction
discussed above.
The Company prices its fixed annuity products based on assumptions concerning prevailing and expected interest
rates and other factors that it believes will permit it to achieve a positive spread between its expected return on
investments and the crediting rate. The Company attempts to achieve this spread by active portfolio management
focusing on matching invested assets and related liabilities to minimize the exposure to fluctuations in market interest
rates and by the periodic adjustment of the crediting rate on its fixed annuity products. In response to changes in
interest rates, the Company increases or decreases the crediting rates on its fixed annuity products, subject to the terms
of the policies. See �Asset/Liability Management and Market Risk� in Part II, Item 7 � Management�s Discussion and
Analysis of Financial Condition and Results of Operations.
In light of the annuity holder�s ability to withdraw funds and the volatility of market interest rates, it is difficult to
predict the timing of the Company�s payment obligations under its SPDAs and FPAs. Consequently, the Company
maintains a portfolio of investments which are readily marketable and expected to be sufficient to satisfy liquidity
requirements. See �Investments�.
Other Products and Services
The Company provides integrated disability and absence management services on a nationwide basis through Matrix,
which was acquired in 1998. The Company�s comprehensive disability and absence management services are designed
to assist clients in identifying and minimizing lost productivity and benefit payment costs resulting from employee
absence due to illness, injury or personal leave. The Company offers services including event reporting, leave of
absence management, claims and case management and return to work management. These services� goal is to enhance
employee productivity and provide more efficient benefit delivery and enhanced cost containment. The Company
provides these services on an unbundled basis or in a unique Integrated Employee Benefit program that combines
these services with various group employee benefit insurance coverages. The Company believes that these integrated
disability and absence management services complement the Company�s core group employee benefit products,
enhancing the Company�s ability to market these core products and providing the Company with a competitive
advantage in the market for these products.
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In 1991, the Company introduced a variable flexible premium universal life insurance policy under which the related
assets are segregated in a separate account not subject to claims of general creditors. Policyholders may elect to
deposit
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amounts in the account from time to time, subject to underwriting limits and a minimum initial deposit of
$1.0 million. Both the cash values and death benefits of these policies fluctuate according to the investment
experience of the assets in the separate account; accordingly, the investment risk with respect to these assets is borne
by the policyholders. The Company earns fee income from the separate account in the form of charges for
management and other administrative fees. The Company is not presently actively marketing this product. The
Company reinsures risks in excess of $200,000 per individual under indemnity reinsurance arrangements with various
reinsurance companies. See �Reinsurance�.
Underwriting Procedures
Premiums charged on insurance products are based in part on assumptions about the incidence, severity and timing of
insurance claims. The Company follows detailed underwriting procedures designed to assess and qualify insurance
risks before issuing its policies. To implement these procedures, the Company employs a professional underwriting
staff.
In underwriting group coverage, the Company focuses on the overall risk characteristics of the group to be insured and
the geographic concentration of its new and renewal business. A prospective group client is evaluated with particular
attention paid to factors such as the claims experience of the group with prior carriers, if any, the occupations of the
insureds, the nature of the business of the client, the current economic outlook of the client in relation to others in its
industry and of the industry as a whole, the appropriateness of the benefits or SIR applied for and income from other
sources during disability. The Company�s products generally afford it the flexibility, following any initial premium rate
guarantee period, to seek on an annual basis to adjust premiums charged to its policyholders in order to reflect
emerging mortality or morbidity experience.
Investments
The Company�s management of its investment portfolio is an important component of its profitability since a
substantial portion of its operating income is generated from the difference between the yield achieved on invested
assets and, in the case of asset accumulation products, the interest credited on policyholder funds and, in the case of
the Company�s other products for which reserves are discounted, the discount rate used to calculate the related
reserves. The Company�s overall investment strategy to achieve its objectives of safety and liquidity, while seeking the
best available return, focuses on, among other things, matching of the Company�s interest-sensitive assets and
liabilities and seeking to minimize the Company�s exposure to fluctuations in interest rates. Beginning in the second
half of 2007, due primarily to the extraordinary stresses affecting the banking system, the housing market and the
financial markets generally, particularly the structured mortgage securities market, the financial markets have been the
subject of extraordinary volatility. See Part I, Item 1A � Risk Factors. At the same time the overall level of risk-free
interest rates has declined substantially. These market conditions have resulted in significant volatility in the carrying
values of certain portions of the Company�s investment portfolio, as well as a significant decrease in its level of net
investment income for 2008, due primarily to the adverse performance of those investments whose changes in value,
positive or negative, are included in the Company�s net investment income, such as investment funds organized as
limited partnerships and limited liability companies, trading account securities and hybrid financial instruments.
In an effort to reduce fluctuations of this type in its net investment income, the Company has repositioned its
investment portfolio to reduce its holdings of these types of investments and, in particular, those investments whose
performance had demonstrated the highest levels of variability, although the Company continues to maintain a
substantial level of investments of these types. The total carrying value of such investments, at December 31, 2010,
was $286.1 million. As part of this effort, the Company increased its investments in more traditional sectors of the
fixed income market such as mortgage-backed securities and municipal bonds. In addition, in light of the
aforementioned market conditions, the Company is presently maintaining a significantly larger proportion of its
portfolio in short-term investments, which totaled $334.2 million and $406.8 million at December 31, 2010 and 2009,
respectively. The Company has recently been engaged in efforts to deploy a significant portion of these short-term
investments into longer-term fixed maturity securities which offer more attractive yields. However, especially since
the recent market environment, in which low interest rates and tight credit spreads have been prevailing, has made it
particularly challenging to make new investments on terms which the Company deems attractive, no assurance can be
given as to the timing of the completion of these efforts or their ultimate outcome. The Company achieved

Edgar Filing: DELPHI FINANCIAL GROUP INC/DE - Form 10-K

Table of Contents 20



significantly improved levels of net investment income in its repositioned investment portfolio in 2009 and 2010,
during which market conditions were more favorable than in 2008. However, market conditions may continue to be
volatile and may result in significant fluctuations in net investment income, and as a result, in the Company�s results of
operations. Accordingly, there can be no assurance as to the impact of the Company�s investment repositioning on the
level or variability of its future net investment income. In addition, while the Company�s
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realized investment losses from declines in market value relative to the amortized cost of various securities that it
determined to be other than temporary moderated significantly during 2010 as compared to 2009, in light of the
continuing effects of the market conditions discussed above, investment losses may recur in the future and it is not
possible to predict the timing or magnitude of such losses.
For information regarding the composition and diversification of the Company�s investment portfolio and
asset/liability management, see �Liquidity and Capital Resources� in Part II, Item 7 - Management�s Discussion and
Analysis of Financial Condition and Results of Operations and Notes A, B and C to the Consolidated Financial
Statements.
The following table sets forth for the periods indicated the Company�s pretax investment results:

Year Ended December 31,
2010 2009 2008

(dollars in thousands)
Average invested assets (1) $5,966,076 $5,053,304 $4,728,126
Net investment income (2) 351,227 318,187 134,850
Tax equivalent weighted average annual yield (3) 6.3% 6.7% 3.2%

(1) Average invested assets are computed by dividing the total of invested assets as reported on the balance sheet at
the beginning of each year plus the individual quarter-end balances by five and deducting one-half of net
investment income, increased, in the case of tax exempt interest income, to reflect the level of the tax benefit
associated with such income.

(2) Consists principally of interest and dividend income less investment expenses, along with the changes in value,
positive or negative, of the Company�s investments in investment funds organized as limited partnerships and
limited liability companies, trading account securities and hybrid financial instruments.

(3) The tax equivalent weighted average annual yield on the Company�s investment portfolio for each period is
computed by dividing net investment income, increased, in the case of tax exempt interest income, to reflect the
level of the tax benefit associated with such income, by average invested assets for the period. See �Results of
Operations� in Part II, Item 7 - Management�s Discussion and Analysis of Financial Condition and Results of
Operations.

Reinsurance
The Company participates in various reinsurance arrangements both in ceding insurance risks to third parties and in
assuming insurance risks from third parties. Arrangements in which the Company is the ceding insurer afford various
levels of protection against loss by assisting the Company in diversifying its risks and by limiting its maximum loss on
risks that exceed retention limits. Under indemnity reinsurance transactions in which the Company is the ceding
insurer, the Company remains liable for policy claims whether or not the assuming company meets its obligations to
the Company. In an effort to manage this risk, the Company monitors the financial position of its reinsurers,
including, among other things, the companies� financial ratings, and in certain cases receives collateral security from
the reinsurer. Also, certain of the Company�s reinsurance agreements require the reinsurer to set up security
arrangements for the Company�s benefit in the event of certain ratings downgrades. See �Group Employee Benefit
Products�.
The Company cedes portions of the risks relating to its group employee benefit and variable life insurance products
under indemnity reinsurance agreements with various unaffiliated reinsurers. The terms of these agreements, which
management believes are typical for agreements of this type, provide, among other things, for the automatic
acceptance by the reinsurer of ceded risks in excess of the Company�s retention limits stated in the agreements. The
Company pays reinsurance premiums to these reinsurers which are, in general, based upon percentages of premiums
received by the Company on the business reinsured less, in certain cases, ceding commissions and experience refunds
paid by the reinsurer to the Company. These agreements are generally terminable as to new risks by either the
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Company or the reinsurer on appropriate notice; however, termination does not affect risks ceded during the term of
the agreement, for which the reinsurer generally remains liable. See �Group Employee Benefit Products� and Note N to
the Consolidated Financial Statements. A number of the Company�s reinsurance ceded arrangements exclude coverage
for losses resulting from terrorism. See �The Company�s ability to reduce its exposure to risks depends on the
availability and cost of reinsurance� in Item 1A � Risk Factors.
In 2004, RSLIC entered into an indemnity reinsurance arrangement under which it assumed risks relating to certain
newly issued group disability insurance policies on an ongoing basis. Under this arrangement, RSLIC is responsible to
the ceding companies for underwriting and claims management with respect to the reinsured policies and provides
coverage primarily on a quota share basis up to a maximum of $7,500 in benefits per individual per month. In 2006,
RSLIC purchased substantially all of the assets of the third-party administrator which had been administering this
arrangement for RSLIC and contributed them to CDS. In addition, RSLIC hired approximately 100 former employees
of the third-party
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administrator in connection with the asset acquisition. CDS, the operations of which are based in South Portland,
Maine, is focused on expanding the Company�s presence in the turnkey group disability reinsurance market while also
continuing to service existing clients from the indemnity reinsurance arrangement. Turnkey group disability
reinsurance is typically provided to other insurance companies to enable them to provide their clients a group
disability insurance product to complement their other product offerings. Under these reinsurance arrangements,
RSLIC typically assumes through reinsurance, on a quota share basis, a substantial majority in proportionate amount
of the risk associated with the group disability insurance policies issued by such other insurers. CDS provides pricing,
underwriting and claims management services relating to such policies, utilizing the same policies and procedures as
are applied with respect to RSLIC�s directly written group disability insurance policies. Premium income and fees from
the Company�s turnkey disability business were $51.1 million, $55.8 million and $52.2 million in 2010, 2009 and
2008, respectively, and incurred losses were $37.5 million, $44.2 million and $42.6 million in 2010, 2009 and 2008,
respectively.
The Company had in the past participated as an assuming insurer in a number of reinsurance facilities. These
reinsurance facilities generally are administered by TPAs or managing underwriters who underwrite risks, coordinate
premiums charged and process claims. During 1999 and 2000, the Company terminated, on a prospective basis, its
participations in all of these reinsurance facilities. However, the terms of such facilities provide for the continued
assumption of risks by, and payments of premiums to, facility participants with respect to business written in the
periods during which they participated in such facilities. Premiums from these reinsurance facilities were $30,000,
$(1,000) and $(1,000) in 2010, 2009 and 2008, respectively, and incurred losses from these facilities were
$2.2 million, $3.7 million and $2.6 million in 2010, 2009 and 2008, respectively.
Life, Annuity, Disability and Accident Reserves
The Company carries as liabilities actuarially determined reserves for its life, annuity, disability and accident policy
and contract obligations. These reserves, together with premiums to be received on policies in force and interest to be
earned thereon at certain assumed rates, are calculated and established at levels believed to be sufficient to satisfy
policy and contract obligations. The Company performs periodic studies to compare current experience for mortality,
morbidity, interest and lapse rates with the anticipated experience reflected in the reserve assumptions to determine
future policy benefit reserves for these products. Reserves for future policy benefits and unpaid claims and claim
expenses are estimated based on individual loss data, historical loss data and industry averages and indices and
include amounts determined on the basis of individual and actuarially determined estimates of future losses.
Therefore, the Company�s ultimate liability for future policy benefits and unpaid claims and claim expenses could
deviate significantly from the amounts of the reserves currently reflected in the Consolidated Financial Statements.
Under United States generally accepted accounting principles (�GAAP�), the Company�s policy and claim reserves are
permitted to be discounted to reflect the time value of money, since the payments to which such reserves relate will be
made in future periods. Such reserve discounting, which is common industry practice, is based on interest rate
assumptions reflecting projected portfolio yield rates for the assets supporting the liabilities. See �Critical Accounting
Policies and Estimates � Future Policy Benefits and Unpaid Claims and Claim Expenses� in Part II, Item 7 �
Management�s Discussion and Analysis of Financial Condition and Results of Operations and Note A to the
Consolidated Financial Statements for certain additional information regarding assumptions made by the Company in
connection with the establishment of its insurance reserves. The assets selected to support the Company�s insurance
liabilities produce cash flows that are intended to match the timing and amount of anticipated claim and claim expense
payments. Differences between actual and expected claims experience are reflected currently in earnings for each
period.
The life, annuity, disability and accident reserves carried in the Consolidated Financial Statements are calculated
based on GAAP and differ from those reported by the Company for statutory financial statement purposes. These
differences arise primarily from the use of different mortality and morbidity tables and interest assumptions.
Property and Casualty Insurance Reserves
The Company carries as liabilities actuarially determined reserves for anticipated claims and claim expenses for its
excess workers� compensation insurance and other property and casualty insurance products. Reserves for claim
expenses represent the estimated costs of investigating those claims and, when necessary, defending lawsuits in
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connection with those claims. Reserves for claims and claim expenses are estimated based on individual loss data in
the case of reported claims, historical loss data and industry averages and indices and include amounts determined on
the basis of individual and actuarially determined estimates of future losses. Therefore, the Company�s ultimate
liability for claims and claim expenses could deviate from the amounts of the reserves reflected in the Consolidated
Financial Statements included in this Form 10-K, and such deviation could be significant.
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Reserving practices under GAAP allow discounting of claim reserves related to excess workers� compensation losses
to reflect the time value of money. Reserve discounting for these types of claims is common industry practice, and the
discount factors used are less than the annual tax-equivalent investment yield earned by the Company on its invested
assets. The discount factors utilized by the Company are based on the expected duration and payment pattern of the
claims at the time the claims are settled and the risk free rate of return for U.S. government securities with a
comparable duration. The Company does not discount its reserves for claim expenses.
The following table provides a reconciliation of beginning and ending unpaid claims and claim expenses for the
periods indicated:

Year Ended December 31,
2010 2009 2008

(dollars in thousands)
Unpaid claims and claim expenses, net of reinsurance, beginning
of period $ 1,078,578 $ 951,342 $ 850,956

Add provision for claims and claim expenses incurred, net of
reinsurance, occurring during:
Current year 146,023 163,642 152,069
Prior years 49,923 21,556 27,111

195,946 185,198 179,180

Add provision for assumed retroactive reinsurance claims and
claim expenses incurred, net of reinsurance, occurring during the
Current year 14,220 38,346 �
Prior years 1,824 � �

16,044 38,346 �

Incurred claims and claim expenses, net of reinsurance, during
the current year 211,990 223,544 179,180

Deduct claims and claim expense payments, net of reinsurance,
occurring during:
Current year 1,739 2,432 1,625
Prior years 93,237 90,047 77,169

94,976 92,479 78,794

Deduct assumed retroactive reinsurance claims and claim
expenses paid, occurring during the
Current year 1,218 3,829 �
Prior years 2,875 � �

4,093 3,829 �

Total paid 99,069 96,308 78,794
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Unpaid claims and claim expenses, net of reinsurance, end of
period 1,191,499 1,078,578 951,342
Reinsurance receivables, end of period 123,411 109,236 109,704

Unpaid claims and claim expenses, gross of reinsurance, end of
period (1) $ 1,314,910 $ 1,187,814 $ 1,061,046

(1)  All years include the results from the Company�s discontinued non-core property catastrophe reinsurance business.
Provisions for claims and claim expenses incurred in prior years, as reflected in the above table, reflect the periodic
accretion of the discount amounts previously established with respect to the claims reserves relating to the Company�s
excess workers� compensation line of business. During 2010, 2009 and 2008, $48.4 million, $44.1 million and
$38.6 million, respectively, of such discount was accreted. Accordingly, of the Company�s provisions for prior years�
claims and claim expenses incurred, net of reinsurance, in 2010, 2009 and 2008, $3.3 million, $(22.7) million and
$(11.5) million, respectively, of such provisions were made based on new loss experience data that emerged during
the respective years. The addition to such provisions in 2010 resulted primarily from adverse loss experience in the
Company�s excess workers� compensation line, principally due to moderately increased claim frequency, relative to
prior periods, for policies written
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in the 2001 through 2003 years, offset by the accrual of additional discount with respect to prior years� excess workers�
compensation claims reserves and favorable loss experience in the Company�s assumed workers� compensation and
casualty reinsurance line. The reductions to the Company�s provisions for prior years� claims and claim expenses in
2009 and 2008 arose primarily from additional discount with respect to prior years� excess workers� compensation
claims reserves. In 2008, such accrual was based on a change to its assumptions regarding the payment pattern for
such claims to reflect lengthening in the time periods over which such claims are paid, and the 2009 and 2010 accruals
reflected further lengthening in such time periods. In each of the three years, the changes were made in light of
emerging claim payment experience, and the Company believes that such experience is due in part to the increases in
the average SIR having occurred in recent years. In 2009, the additional provisions for prior years� claims and claim
expenses arose primarily from adverse loss experience in the Company�s excess workers� compensation line,
principally due to moderately increased claim frequency, relative to prior periods, for policies written during the 2000
to 2002 years. In 2008, the additional provisions related primarily to adverse development on a limited number of
large prior year claims. The additional provisions did not result from specific changes in the Company�s key
assumptions used to estimate the reserves since the preceding period end. Rather, they resulted from the Company�s
application of the same estimating processes it has historically utilized to emerging experience data, including
premium, loss and expense information, and the impact of these factors on inception-to-date experience. In each
period, the Company makes its best estimate of reserves based on all of the information available to it at that time,
which necessarily takes into account new experience emerging during the period. See �Critical Accounting Policies and
Estimates � Future Policy Benefits and Unpaid Claims and Claim Expenses� in Part II, Item 7 � Management�s Discussion
and Analysis of Financial Condition and Results of Operations.
The effects of the accretion and accrual, as applicable, of discount to reflect the time value of money have been
removed from the amounts set forth in the loss development table which follows in order to present the gross loss
development, net of reinsurance. During 2010, 2009 and 2008, $50.8 million, $46.6 million and $41.5 million,
respectively, of discount was accreted, and $150.6 million, $142.0 million and $143.6 million, respectively, of
discount was accrued. The effects of accretions and accruals of discount are not reflected for these or any of the other
years shown in the following table.
The loss development table below illustrates the development of reserves and is net of reinsurance.

December 31,
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

(dollars in thousands)
Reserve for
unpaid
claims and
claim
expenses, net
of
reinsurance $ 444,061 $ 638,189 $ 680,835 $ 744,760 $ 853,515 $1,011,699 $1,175,979 $1,341,764 $1,544,282 $1,766,862 $1,979,566

Cumulative
amount of
liability paid:
One year
later (29,990) 61,954 57,235 64,170 81,847 92,760 90,963 77,170 90,055 96,110
Two years
later 26,398 112,639 118,685 134,981 149,983 175,852 163,149 164,107 179,561
Three years
later 71,938 169,890 187,303 198,133 222,440 241,235 246,895 249,607

123,330 231,870 247,487 266,834 283,820 319,465 327,551
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Four years
later
Five years
later 178,852 283,783 311,350 323,461 357,611 394,654
Six years
later 221,817 341,035 361,095 391,116 425,824
Seven years
later 270,792 382,757 423,250 453,986
Eight years
later 304,964 435,326 478,798
Nine years
later 350,770 480,753
Ten years
later 386,790

Liability
reestimated
as of:
One year
later 442,624 636,123 678,535 766,886 908,162 1,072,990 1,198,719 1,366,919 1,561,749 1,825,009
Two years
later 442,807 634,576 714,303 838,458 1,007,198 1,122,567 1,264,493 1,445,876 1,686,692
Three years
later 446,948 678,009 790,941 939,254 1,057,913 1,192,300 1,361,739 1,596,214
Four years
later 502,140 754,717 881,073 991,103 1,120,868 1,299,511 1,513,109
Five years
later 568,993 832,968 933,259 1,036,718 1,226,238 1,447,255
Six years
later 636,007 878,948 975,524 1,137,342 1,358,141
Seven years
later 670,762 914,362 1,064,638 1,254,354
Eight years
later 696,812 977,152 1,166,709
Nine years
later 746,544 1,062,279
Ten years
later 793,541

Cumulative
deficiency(1) $(349,480) $ (424,090) $ (485,874) $ (509,594) $ (504,626) $ (435,556) $ (337,130) $ (254,450) $ (142,410) $ (58,147)

(1) Full years 2000 through 2010 include the results from the Company�s discontinued non-core property catastrophe
reinsurance business.

The �Reserve for unpaid claims and claim expenses, net of reinsurance� line in the table above shows the estimated
reserve for unpaid claims and claim expenses recorded at the end of each of the periods indicated. These net liabilities
represent the estimated amount of losses and expenses for claims arising in the current year and all prior years that are
unpaid at the
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end of each period. The �Cumulative amount of liability paid� lines of the table represent the cumulative amounts paid
with respect to the liability previously recorded as of the end of each succeeding period. The �Liability reestimated�
lines of the table show the reestimated amount relating to the previously recorded liability and is based upon
experience as of the end of each succeeding period. This estimate may be either increased or decreased as additional
information about the frequency and severity of claims for each succeeding period becomes available and is reviewed.
The Company periodically reviews the estimated reserves for claims and claim expenses and any changes are reflected
currently in earnings for each period. See �Critical Accounting Policies and Estimates � Future Policy Benefits and
Unpaid Claims and Claim Expenses� in Part II, Item 7 � Management�s Discussion and Analysis of Financial Condition
and Results of Operations. The �Cumulative deficiency� line in the table represents the aggregate change in the net
estimated claim reserve liabilities from the dates indicated through December 31, 2010.
The table below is gross of reinsurance and illustrates the effects of the accretion and accrual of discount, as
applicable, to reflect the time value of money that was removed from the amounts set forth in the loss development
table above.

December 31,
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

(dollars in thousands)
Reserve for
unpaid
claims and
claim
expenses
before
discount:
Net of
reinsurance $ 444,061 $ 638,189 $ 680,835 $ 744,760 $ 853,515 $ 1,011,699 $ 1,175,979 $ 1,341,764 $ 1,544,282 $ 1,766,86 $ 1,979,566
Add
reinsurance
recoverable 206,704 92,828 95,709 93,030 104,266 103,014 105,287 113,018 109,704 109,236 123,411
Deduct
discount for
time value
of money 203,710 224,241 241,688 265,100 311,833 368,234 423,604 490,808 592,940 688,284 788,067

Unpaid
claims and
claim
expenses as
reported on
balance
sheets 447,055 506,776 534,856 572,690 645,948 746,479 857,662 963,974 1,061,046 1,187,814 1,314,910

Reestimated
unpaid
claims and
claim
expenses,

930,283 1,044,259 1,097,095 1,112,523 1,145,882 1,168,607 1,169,705 1,177,766 1,187,702 1,251,140
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gross of
reinsurance,
net of
discount, as
of December
31, 2010

Discounted
cumulative
deficiency,
gross of
reinsurance (483,228) (537,483) (562,239) (539,833) (499,934) (422,128) (312,043) (213,792) (126,656) (63,326)

Add
accretion of
discount and
change in
reinsurance
recoverable 133,748 113,393 76,365 30,239 (4,692) (13,428) (25,087) (40,658) (15,754) 5,179

Cumulative
deficiency,
before
discount, net
of
reinsurance $ (349,480) $ (424,090) $ (485,874) $ (509,594) $ (504,626) $ (435,556) $ (337,130) $ (254,450) $ (142,410) $ (58,147)

The excess workers� compensation insurance reserves carried in the Consolidated Financial Statements are calculated
in accordance with GAAP and, net of reinsurance, are approximately $342.9 million less than those reported by the
Company for statutory financial statement purposes at December 31, 2010. This difference is primarily due to the use
of different discount factors as between GAAP and statutory accounting principles and differences in the bases against
which such discount factors are applied. See �Critical Accounting Policies and Estimates � Future Policy Benefits and
Unpaid Claims and Claim Expenses� in Part II, Item 7 � Management�s Discussion and Analysis of Financial Condition
and Results of Operations and Note A to the Consolidated Financial Statements for certain additional information
regarding reserve assumptions under GAAP.
Competition
The financial services industry is highly competitive. The Company competes with numerous other insurance and
financial services companies both in connection with sales of insurance and asset accumulation products and
integrated disability and absence management services and in acquiring blocks of business and companies. Many of
these organizations have substantially greater asset bases, higher ratings from ratings agencies, larger and more
diversified portfolios of insurance products and larger sales operations. Competition in asset accumulation product
markets is also encountered from banks, securities brokerage firms and other financial intermediaries marketing
various savings products, such as mutual funds, traditional bank investments such as certificates of deposit and
retirement funding alternatives.
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The Company believes that its reputation in the marketplace, quality of service and unique programs which integrate
employee benefit products and absence management services have enabled it to compete effectively for new business
in its targeted markets. The Company reacts to changes in the marketplace generally by focusing on products believed
to provide adequate margins and attempting to avoid those with low margins. The Company believes that its smaller
size, relative to some of its competitors, enables it to more easily tailor its products to the demands of customers.
Regulation
The Company�s insurance subsidiaries are regulated by state insurance authorities in the states in which they are
domiciled and the states in which they conduct business. These regulations, among other things, limit the amount of
dividends and other payments that can be made by the Company�s insurance subsidiaries without prior regulatory
approval and impose restrictions on the amount and type of investments these subsidiaries may have. These
regulations also affect many other aspects of the Company�s insurance subsidiaries� business, including, for example,
risk-based capital (�RBC�) requirements, various reserve requirements, the terms, conditions and manner of sale and
marketing of insurance products, claims-handling practices and the form and content of required financial statements.
These regulations are intended to protect policyholders rather than investors. The Company�s insurance subsidiaries are
required under these regulations to file detailed annual financial reports with the supervisory agencies in the various
states in which they do business, and their business and accounts are subject to examination at any time by these
agencies. To date, no examinations have produced any significant adverse findings or adjustments. The ability of the
Company�s insurance subsidiaries to continue to conduct their businesses is dependent upon the maintenance of their
licenses in these various states.
From time to time, increased scrutiny has been placed upon the insurance regulatory framework, and a number of state
legislatures have considered or enacted legislative measures that alter, and in many cases increase, state authority to
regulate insurance companies. In addition to legislative initiatives of this type, the National Association of Insurance
Commissioners (the �NAIC�) and insurance regulators are continuously involved in a process of reexamining existing
laws and regulations and their application to insurance companies. Furthermore, federal legislation and administrative
policies in a number of areas, such as employee benefits and health care regulation, age, sex and disability-based
discrimination, securities and financial services regulation and federal taxation, can significantly affect the insurance
business. The Company�s group limited benefit health insurance product has been, and will likely in the future be,
affected by the recently adopted health care reform legislation. See �Group Employee Benefit Products�. It is not
possible to predict the future impact of changing regulation on the operations of the Company and its insurance
subsidiaries.
The NAIC�s RBC requirements for insurance companies take into account asset risks, insurance risks, interest rate
risks and other relevant risks with respect to the insurer�s business and specify varying degrees of regulatory action to
occur to the extent that an insurer does not meet the specified RBC thresholds, with increasing degrees of regulatory
scrutiny or intervention provided for companies in categories of lesser RBC compliance. The Company believes that
its insurance subsidiaries are adequately capitalized under the RBC requirements and that the thresholds will not have
any significant regulatory effect on the Company. However, were the insurance subsidiaries� RBC positions to
materially decline in the future, the insurance subsidiaries� continued ability to pay dividends and the degree of
regulatory supervision or control to which they are subjected may be affected.
The Company�s insurance subsidiaries can also be required, under solvency or guaranty laws of most states in which
they do business, to pay assessments to fund policyholder losses or liabilities of insurance companies that become
insolvent. These assessments may be deferred or forgiven under most solvency or guaranty laws if they would
threaten an insurer�s financial strength and, in most instances, may be offset against future state premium taxes.
SNCC�s expenses for these types of assessments were not material in 2010, 2009 or 2008. None of the Company�s life
insurance subsidiaries has ever incurred any significant costs of this nature.
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Executive Officers of the Company
The table below presents certain information concerning each of the executive officers of the Company:

Name Age Position
Robert Rosenkranz 68 Director of the Company; Chairman of the Board and Chief Executive Officer of the

Company; Chairman of the Board of RSLIC

Donald A. Sherman 60 Director and President and Chief Operating Officer of the Company

Chad W. Coulter 48 Senior Vice President, General Counsel and Secretary of the Company; Senior Vice
President, General Counsel and Assistant Secretary of RSLIC

Thomas W. Burghart 52 Senior Vice President and Treasurer of the Company and Senior Vice President and
Treasurer of RSLIC

Lawrence E.
Daurelle

59 President and Chief Executive Officer of RSLIC

Mark A. Wilhelm 58 Chief Executive Officer of SNCC
Mr. Rosenkranz has served as Chief Executive Officer of the Company since May 1987 and as Chairman of the Board
of Directors of the Company since April 1989. He served as President of the Company from May 1987 to April 2006.
He also serves as Chairman of the Board or as a Director of the Company�s principal subsidiaries. Mr. Rosenkranz, by
means of beneficial ownership of the general partner of Rosenkranz & Company, L.P. and direct or beneficial
ownership, has the power to vote all of the outstanding shares of Class B Common Stock, which represent 49.9% of
the aggregate voting power of the Company�s common stock as of February 11, 2011.
Mr. Sherman has served as the President and Chief Operating Officer of the Company and DCM since April 2006 and
has served as a Director of the Company since August 2002. Mr. Sherman also serves as a Director of the Company�s
principal subsidiaries. Mr. Sherman served as Chairman and Chief Executive Officer of Waterfield Mortgage
Company, Inc. (�Waterfield�) from 1999 to 2006 and as President of Waterfield from 1989 to 1999. Prior to his service
at Waterfield, Mr. Sherman served as President of Hyponex Corporation and was previously a partner in the public
accounting firm of Coopers and Lybrand.
Mr. Coulter has served as Senior Vice President and General Counsel of the Company and as Senior Vice President,
General Counsel and Assistant Secretary of RSLIC, FRSLIC and RSLIC-Texas since February 2007. He served as
Vice President and General Counsel of the Company and as Vice President, General Counsel and Assistant Secretary
of RSLIC, FRSLIC and RSLIC-Texas from January 1998 to February 2007, and has served as Secretary of the
Company since May 2003. He also served for RSLIC in similar capacities from February 1994 to August 1997, and in
various capacities from January 1991 to February 1994. From August 1997 to December 1997, Mr. Coulter was Vice
President and General Counsel of National Life of Vermont.
Mr. Burghart has served as Senior Vice President and Treasurer of the Company since April 2008 and as Senior Vice
President and Treasurer of RSLIC, FRSLIC and RSLIC-Texas since February 2008. From April 2001 to March 2008,
he served as the Vice President and Treasurer of the Company. He served as Vice President and Treasurer of RSLIC,
FRSLIC and RSLIC-Texas from October 2000 to February 2008. From March 1992 to September 2000, he served as
the Second Vice President of RSLIC.
Mr. Daurelle has served as President and Chief Executive Officer of RSLIC, FRSLIC and RSLIC-Texas since
October 2000. He also served as a Director of the Company from August 2002 to May 2009. He served as Vice
President and Treasurer of the Company from August 1998 to April 2001. He also serves on the Board of Directors of
RSLIC, FRSLIC and RSLIC-Texas. From May 1995 to October 2000, Mr. Daurelle was Vice President and Treasurer
of RSLIC, FRSLIC and RSLIC-Texas.
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SNCC from April 2008 to December 2009 and as Chief Underwriting Officer of SNCC from July 2007 to December
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2009. Prior to July 2007, he served as Executive Vice President of Underwriting of SNCC, where he has been
employed in various capacities since 1977.
Employees
The Company and its subsidiaries employed approximately 1,885 persons at December 31, 2010. The Company
believes that it enjoys good relations with its employees.
Other Subsidiaries
The Company conducts certain of its investment management activities through its wholly-owned subsidiary, Delphi
Capital Management, Inc. (�DCM�), and makes certain investments through other wholly-owned non-insurance
subsidiaries.
Other Transactions
On May 23, 2007, the Company completed the issuance of $175.0 million aggregate principal amount of
fixed-to-floating rate junior subordinated debentures (the �2007 Junior Debentures�), pursuant to an effective
registration statement. The 2007 Junior Debentures bear interest at a fixed rate of 7.376%, payable quarterly in arrears
until May 15, 2017, at which time the interest rate changes to a variable rate equal to LIBOR for three-month U.S.
dollar deposits plus 3.19%, payable quarterly in arrears. The 2007 Junior Debentures were issued in denominations of
$25 and multiples of $25 and are listed on the New York Stock Exchange under the symbol DFP. The 2007 Junior
Debentures will become due on May 15, 2037, the scheduled maturity date, but only to the extent that the Company
has received sufficient net proceeds from the sale of certain qualifying capital securities, as defined in the indenture
governing the 2007 Junior Debentures. The Company will be required to use its commercially reasonable efforts,
subject to certain market disruption events, to sell a sufficient amount of qualifying securities to permit repayment of
the 2007 Junior Debentures in full on the scheduled maturity date or as soon thereafter as possible. Any remaining
outstanding principal amount will be due on May 1, 2067, the final maturity date. Subject to certain exceptions and
limitations, the Company may elect, on one or more occasions, to defer payment of interest on the 2007 Junior
Debentures. The Company will not be required to settle deferred interest until it has deferred interest for five
consecutive years or, if earlier, has made a payment of current interest during a deferral period. The Company may
defer interest for a period of up to ten consecutive years without giving rise to an event of default. During any such
deferral period, additional interest would accrue on the deferred interest at the same rate as on the 2007 Junior
Debentures and the Company would not be permitted to, among other things, pay dividends on or make certain
repurchases of its common stock. The Company may elect to redeem any or all of the 2007 Junior Debentures at any
time, subject to compliance with a replacement capital covenant (the �Replacement Capital Covenant�) for the benefit of
holders of one or more designated series of the Company�s indebtedness, which is currently the 7.875% 2020 Senior
Notes due 2020. Under the terms of the Replacement Capital Covenant, neither the Company nor any of its
subsidiaries will repay, redeem, defease or purchase the debentures before May 15, 2033, unless, subject to certain
limitations, it has received qualifying proceeds from the sale of replacement capital securities, as defined. In the case
of a redemption before May 15, 2017, the redemption price will be equal to the greater of 100% of the principal
amount of the 2007 Junior Debentures being redeemed and the applicable make-whole amount, in each case plus any
accrued and unpaid interest. In the case of a redemption on or after May 15, 2017, the redemption price will be equal
to 100% of the principal amount of the debentures being redeemed plus any accrued and unpaid interest. The proceeds
from this issuance were used primarily to repay the then outstanding borrowings under the Company�s bank credit
facility and for other general corporate purposes. See Note H to the Consolidated Financial Statements.
On August 15, 2008, Delphi Financial Statutory Trust I (the �Trust�) redeemed the $20.0 million liquidation amount of
Floating Rate Capital Securities (the �2003 Capital Securities�) in their entirety concurrently with the redemption by the
Company of the underlying $20.6 million principal amount of floating rate junior subordinated deferrable interest
debentures, due 2033 (the �2003 Junior Debentures�) held by the Trust. The redemption price was $1,000.00 per 2003
Capital Security plus accrued dividends. As a result, the $20.6 million principal amount of the 2003 Junior Debentures
ceased to be outstanding and interest on the 2003 Junior Debentures ceased to accrue. The Company recognized a
pre-tax loss of $0.6 million in the third quarter of 2008 as a result of the redemption. The Company utilized bank
credit facility borrowings and cash on hand to fund such redemption. The weighted average interest rate on the 2003
Junior Debentures was 7.36% for the year ended December 31, 2008.
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the public of $17.50 per share pursuant to an underwriting agreement dated April 28, 2009 with Barclays Capital Inc.,
as
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underwriter. On August 21, 2009, the Company sold an additional 3.5 million shares of its Class A Common Stock in
a public offering at a price to the public of $21.00 per share pursuant to an underwriting agreement dated August 18,
2009 also with Barclays Capital Inc., as underwriter. The total proceeds to the Company from these two offerings
were $120.7 million, net of related underwriting discounts, commissions and expenses, and were used for general
corporate purposes.
On January 20, 2010, the Company issued $250.0 million in aggregate principal amount of 7.875% senior notes with a
maturity date of January 31, 2020 (the �2020 Senior Notes�) pursuant to an effective registration statement. The interest
on the 2020 Senior Notes is paid semi-annually in arrears on January 31 and July 31. The Company used the proceeds
from the issuance of the 2020 Senior Notes to repay in full the $222.0 million of outstanding bank credit facility
borrowings and for general corporate purposes.
During the second quarter of 2010, the Company repurchased $5.0 million principal amount of the 2033 Senior Notes.
During the third quarter of 2010, the Company effected two partial redemptions of the 2033 Senior Notes totaling
$70.0 million in aggregate principal amount, $20.0 million in aggregate principal amount on July 14, 2010 and
$50.0 million in aggregate principal amount on September 21, 2010. During the fourth quarter of 2010, the Company
repurchased the remaining $68.8 million principal amount of the 2033 Senior Notes. The Company recognized a loss
of $5.0 million, net of an income tax benefit of $2.7 million, during 2010 from the early retirement of the 2033 Senior
Notes pursuant to these transactions. In addition, the redemption resulted in the redesignation of the series of covered
debt benefiting from the replacement capital covenant into which the Company entered in connection with the
issuance of its Junior Subordinated Debentures. Accordingly, the 2020 Senior Notes became the covered debt under
such covenant. The Company utilized bank credit facility borrowings and cash on hand to fund these redemptions and
repurchases.
On December 22, 2010, the Company entered into a Credit Agreement with Bank of America, N.A., as administrative
agent, and a group of lenders (the �Credit Agreement�). The Credit Agreement provides for a revolving loan facility of
$175 million which matures on December 22, 2013 and a term loan facility of $125 million which matures on
December 22, 2015, with no principal payments required prior to such date. Concurrently with consummating the
Credit Agreement, the Company terminated the existing $350 million Amended and Restated Credit Agreement with
Bank of America, N.A. as administrative agent and a group of major banking institutions (the �Prior Credit
Agreement�). The Company had outstanding borrowings of $125.0 million under the Credit Agreement at
December 31, 2010, and $222.0 million and $207.0 million at December 31, 2009 and 2008, respectively, under the
Prior Credit Agreement. Interest on borrowings under the Credit Agreement is payable, at the Company�s election,
either at a floating rate based on LIBOR plus a specified margin which varies depending on the level of the specified
rating agencies� ratings of the Company�s senior unsecured debt, as in effect from time to time, or a base rate equal to
the highest of Bank of America�s prime rate, LIBOR plus a specified margin or the federal funds rate plus a specified
margin. Certain commitment fees are also payable under the Credit Agreement. The Credit Agreement contains
various financial and other affirmative and negative covenants, along with various representations and warranties. The
covenants include, among others, a maximum Company consolidated debt to capital ratio, a minimum Company
consolidated net worth, minimum statutory risk-based capital requirements for RSLIC and SNCC, and certain
limitations on subsidiary indebtedness. The weighted average interest rate on the outstanding borrowings under the
Company�s bank credit agreements was 1.1%, 1.0% and 3.4% for the years ended December 31, 2010, 2009 and 2008,
respectively. As of December 31, 2010, the Company was in compliance in all material respects with the financial and
various other affirmative and negative covenants in the Credit Agreement.
Item 1A. Risk Factors.
The Company�s business faces various risks and uncertainties, which include those discussed below and elsewhere in
this document. These risks and uncertainties could have a material adverse effect on the Company�s results of
operations, liquidity and financial condition. However, these risks and uncertainties are not necessarily the only ones
the Company faces. Other risks and uncertainties of which the Company is not presently aware, or that it does not now
believe are significant, may adversely impact its business or the trading price of its securities. Investing in the
Company�s securities involves risk and the following risk factors, together with the other information contained in this
report and the other reports and documents filed by the Company with the SEC, should be considered carefully.
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The recent financial crisis has resulted in volatile conditions in the capital markets.
Markets in the United States and elsewhere have been experiencing a high degree of volatility and disruption, due in
part to the extraordinary stresses affecting the banking system, the housing market and the financial markets generally.
These conditions have also resulted in significant volatility in global stock prices, including the Company�s stock price,
and reduced access to the capital markets for certain issuers. As a result, the market for virtually all fixed income
instruments
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other than U.S. government-backed securities has experienced significant price volatility and many of such
instruments have experienced credit downgrade events and increased probability of credit loss. Further discussions of
the impact of these conditions on the Company�s investment portfolio in recent years and of certain of the potential
future impacts of these conditions, are contained in the following risk factors and elsewhere in this report.
The U.S. federal government has taken, and may continue to take, initiatives intended to alleviate the crisis. However,
such initiatives may have unintended consequences, including material effects on interest rates and inflation, which
could materially adversely affect the Company�s results of operations, liquidity and financial condition.

The recent recession in the United States economy has adversely affected the Company�s ability to achieve
premium growth, as well as its claims experience, and may continue to do so.
The United States and global economies recently experienced a particularly severe recession and the effects of such
recession upon the labor market are continuing. The Company�s insurance products are marketed substantially entirely
in the United States. Because the customer base for the Company�s group employee benefit products consists primarily
of employers and employer associations and the premiums for these products are a function of, among other things,
employee headcount and wage levels for covered employees, the Company�s ability to achieve growth in the premiums
for these products has been, and is likely to continue to be, adversely affected by the downward pressure on
employment and wage levels in the recent recession. In addition, economic conditions of this type can give rise to a
higher incidence of claims on the Company�s insurance products; in particular, its disability products. During the
fourth quarter of 2010, the Company experienced a higher incidence of long-term disability claims, which the
Company believes is related to these economic conditions. If this claims experience continues or worsens in the
future, the Company�s results of operations, in addition to its liquidity and financial condition, may be materially
adversely affected.

Reserves established for future policy benefits and claims may prove inadequate.
The Company�s reserves for future policy benefits and unpaid claims and claim expenses are estimates that entail many
assumptions and judgments. See �Critical Accounting Policies and Estimates � Future Policy Benefits and Unpaid
Claims and Claim Expenses� in Part II, Item 7 - Management�s Discussion and Analysis of Financial Condition and
Results of Operations for a description of the most significant assumptions used in the estimation process. These
estimates are subject to future revision, since the factors and events affecting the ultimate liability for claims have not
all taken place, and thus such liability cannot be evaluated with certainty. Moreover, under the Company�s actuarial
methodologies, these estimates are subject to change based on developing trends with respect to the Company�s loss
experience. Such trends may emerge over long periods of time, and changes in such trends cannot necessarily be
identified or predicted at any given time by reference to current claims experience, whether favorable or unfavorable.
If the Company�s actual claims experience is less favorable than the Company�s estimates, the Company�s reserves
could be inadequate. In such event, the Company�s results of operations, in addition to its liquidity and financial
condition, could be materially adversely affected.

The Company may be adversely affected by declines in the market values of its investments.
The market values of the Company�s investments vary depending on economic and market conditions, such as credit
spreads and interest rates, and such values can decline as a result of changes in such conditions. Increasing interest
rates or a widening in the spread between interest yields available on U.S. government-backed securities and other
types of fixed maturity securities, such as corporate and municipal fixed maturity securities and non-agency
mortgage-backed securities, will typically have an adverse impact on the market values of a substantial portion of the
fixed maturity securities in the Company�s investment portfolio. If interest rates decline, the Company generally
achieves a lower overall rate of return on investments of cash generated from the Company�s operations. In addition, in
the event that investments are called, mature or are otherwise repaid, in whole or in part, including, in the case of
mortgage-backed securities, through prepayments, the Company may be unable to reinvest the proceeds in securities
with comparable interest rates. The Company may also in the future be required to, or determine to, sell certain
investments, whether to meet contractual obligations to its policyholders or otherwise, at a price and a time when the
market value of such investments is less than the book value of such investments, resulting in losses to the Company.
In addition, the Company is exposed to interest rate and market risks associated with the investments of its pension
plans. Sustained declines in long-term interest rates or equity returns are likely to have a negative effect on the funded

Edgar Filing: DELPHI FINANCIAL GROUP INC/DE - Form 10-K

Table of Contents 39



status of these plans.
Declines in the fair value of investments below the Company�s amortized cost that are considered in the judgment of
management to be other than temporary are reported as realized investment losses in the income statement. See
�Critical Accounting Policies and Estimates � Investments� in Part II, Item 7 � Management�s Discussion and Analysis of
Financial Condition and Results of Operations, for a description of management�s evaluation process in this regard.
Declines that
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are considered to be temporary are included as a component of accumulated other comprehensive income or loss, net
of the related income tax benefit and adjustment to cost of business acquired, on the Company�s balance sheet. In
2009, the Company experienced a significantly increased level of losses from declines in security values that it
determined to be other than temporary and although the level of losses of this type moderated in 2010, the Company
may in the future experience additional losses of this type, and such losses may be significant. See �Introduction�,
�Results of Operations � 2010 Compared to 2009� and �Liquidity and Capital Resources � Investments� in Part II, Item 7 �
Management�s Discussion and Analysis of Financial Condition and Results of Operations.
In addition, although the Company has reduced the level of its investments in investment funds organized as limited
partnerships and limited liability companies, hybrid financial instruments whose return is based upon the return of
similar types of limited partnerships and limited liability companies and trading account securities, the Company
continues to maintain a substantial level of investments of this type. The total carrying value of such investments, at
December 31, 2010, was $286.1 million. Investments in such limited partnerships and limited liability companies are
reflected in the Company�s financial statements under the equity method, and such hybrid financial instruments and
trading account securities are carried in the financial statements at fair value. In all of these cases, positive or negative
changes in the value of these investments are included in the Company�s net investment income. Thus, the Company�s
results of operations, in addition to its liquidity and financial condition, could be materially adversely affected if these
investments were to experience losses in their values.

The Company�s investment strategy exposes the Company to default and other risks.
The management of the Company�s investment portfolio is an important component of the Company�s profitability
since a substantial portion of the Company�s operating income is generated from the difference between the yield
achieved on invested assets and, in the case of asset accumulation products, the interest credited on policyholder funds
and, in the case of the Company�s other products for which reserves are discounted, the discount rate used to calculate
the related reserves. See �Liquidity and Capital Resources � Investments� in Part II, Item 7 � Management�s Discussion and
Analysis of Financial Condition and Results of Operations, for a description of the Company�s investment portfolio
and strategy.
The Company is subject to the risk of, among other things, defaults on principal and interest payments under the
corporate and municipal fixed maturity securities and mortgage loans in the Company�s investment portfolio. The
recent recession in the United States and in the global economy or any of the various other factors that affect
corporate, municipal and governmental issuers� abilities to pay or, in the case of structured securities such as
mortgage-backed securities, the performance and value of the underlying collateral, could result in defaults and, as a
result, losses on such investments. Because the Company�s investments consist primarily of fixed maturity securities,
mortgage loans and short-term investments, such defaults could materially adversely affect the Company�s results of
operations, liquidity and financial condition. The Company continually monitors its investment portfolio and attempts
to ensure that the risks associated with concentrations of investments in either a particular sector of the market or a
single entity are limited; however, such efforts may not be successful.
The Company�s investment portfolio includes a program in which it participated in a diversified portfolio of private
placement corporate loans, mortgage loans, interests in limited partnerships and limited liability companies and equity
securities formerly managed on its behalf by an independent investment manager, D.B. Zwirn & Co., L.P. Due to
certain alleged accounting irregularities relating to investment funds formerly managed by Zwirn and the resulting
high levels of investor withdrawals from such funds, the investments of these funds and of the Company�s portfolio
have been placed into liquidation. In connection with the assumption by Fortress Investment Group LLC of Zwirn�s
investment management functions with respect to the investment funds formerly managed by Zwirn, the Company
during the third quarter of 2009 terminated its investment management arrangements with Zwirn and entered into new
investment management arrangements with Fortress relating to such portfolio. The total carrying value of such
portfolio, at December 31, 2010, was $41.2 million. In light of the limited liquidity of the investments in this portfolio,
which has been exacerbated by the market conditions discussed above, the period over which the Company will
realize the proceeds of such liquidation is likely to extend over a period of years. The Company has experienced a
significant level of losses with respect to this portfolio, and such losses may continue in the future and could
materially adversely affect the Company�s results of operations.
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The Company is exposed to interest rate risks.
Because the Company�s primary assets and liabilities are financial in nature, the Company�s consolidated financial
position and earnings are subject to risks resulting from changes in interest rates. The Company seeks to manage this
risk
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through active portfolio management focusing on minimizing its exposure to fluctuations in interest rates by matching
its invested assets and related liabilities and by periodically adjusting the crediting rates on its annuity products. See
�Liquidity and Capital Resources � Asset/Liability Management and Market Risk� in Part II, Item 7 � Management�s
Discussion and Analysis of Financial Condition and Results of Operations. The profitability of group employee
benefit products for which the reserves are discounted, in particular, the Company�s disability and excess workers�
compensation products, is also affected by the difference between the yield achieved on invested assets and the
discount rate used to calculate the related reserves. The Company manages this risk by seeking to adjust the prices
charged for these products. There can be no assurance that the Company�s efforts to manage these risks will be
successful.

The Company�s ability to reduce its exposure to risks depends on the availability and cost of reinsurance.
The Company transfers its exposure to some risks through reinsurance ceded arrangements with other insurance and
reinsurance companies. Under the Company�s reinsurance ceded arrangements, another insurer assumes a specified
portion of the Company�s risks under certain of its insurance policies in exchange for a specified portion of the
premiums received by the Company under such policies. At December 31, 2010 and 2009, the Company had
reinsurance receivables of $360.3 million and $355.0 million, respectively. The availability, amount, cost and terms of
reinsurance varies significantly based on market conditions. Any decrease in the amount of the Company�s reinsurance
ceded will increase the Company�s risk of loss and premium income, and any increase in the cost of such reinsurance
will, absent a decrease in the reinsurance amount, reduce the Company�s premium income. Furthermore, the Company
is subject to credit risk with respect to reinsurance ceded. The Company�s reinsurance ceded arrangements generally
consist of indemnity reinsurance transactions in which the Company is liable for the transferred risks whether or not
the reinsurers meet their financial obligations to the Company. Any failures on the part of such reinsurers to meet such
obligations could materially affect the Company�s results of operations, in addition to its liquidity and financial
condition.
Since the terrorist events of September 11, 2001, due to various factors, higher prices and less favorable terms and
conditions have been offered in the reinsurance market. These market conditions are reflected in the terms of the
reinsurance arrangements in effect for the Company�s excess workers� compensation and long-term disability products.
See �Liquidity and Capital Resources � Reinsurance� in Part II, Item 7 � Management�s Discussion and Analysis of
Financial Condition and Results of Operations. In the future, the Company�s reinsurers may seek price increases or
other unfavorable modifications to the terms, conditions or amounts of their reinsurance coverages, although the
extent of any such actions cannot currently be predicted. In recent years, there has been significantly reduced
availability of reinsurance covering risks such as terrorist and catastrophic events. As a result, the Company has not
been able to obtain such coverages on acceptable terms, and it appears unlikely that the availability of such coverages
will significantly improve in the future. The absence of these coverages would result in the Company bearing a higher
portion of losses from such events if they occur. However, under the Terrorism Act, the federal government will pay
85% of the Company�s covered losses through 2014, relating to acts of domestic and international terrorism from
certain property and casualty products directly written by SNCC above the Company�s annual deductible. See �Group
Employee Benefit Products� in Item 1 � Business. The occurrence of a significant terrorist or catastrophic event could
have a material adverse effect on the Company�s results of operations, in addition to its liquidity and financial
condition.

The insurance business is a heavily regulated industry.
The Company�s insurance subsidiaries, like other insurance companies, are highly regulated by state insurance
authorities in the states in which they are domiciled and the other states in which they conduct business. Such
regulations, among other things, limit the amount of dividends and other payments that can be made by such
subsidiaries without prior regulatory approval and impose restrictions on the amount and type of investments such
subsidiaries may have. These regulations also affect many other aspects of the Company�s insurance subsidiaries�
businesses, including, for example, RBC requirements, various reserve requirements, the terms, conditions and
manner of sale and marketing of insurance products, claims-handling practices and the form and content of required
financial statements. These regulations are intended to protect policyholders rather than investors. The ability of the
Company�s insurance subsidiaries to continue to conduct their businesses is dependent upon the maintenance of their
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From time to time, increased scrutiny has been placed upon the insurance regulatory framework, and a number of state
legislatures have considered or enacted legislative measures that alter, and in many cases increase, state authority to
regulate insurance companies. In addition to legislative initiatives of this type, the NAIC and insurance regulators are
continuously involved in a process of reexamining existing laws and regulations and their application to insurance
companies. Furthermore, federal legislation and administrative policies (and court interpretations thereof) in a number
of areas, such as employee benefits and health care regulation, age, sex and disability-based discrimination, securities
and
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financial services regulation and federal taxation, significantly affect the insurance business. For example, in light of
the federal health care reform legislation adopted in 2010, it is uncertain whether the Company�s limited benefit health
insurance product can be effectively marketed once certain requirements of such legislation become effective in 2014.
See �Group Employee Benefit Products�. It is not possible to predict the future impact of changing regulation on the
operations of the Company and those of its insurance subsidiaries.
The Company�s insurance subsidiaries can also be required, under solvency or guaranty laws of most states in which
they do business, to pay assessments to fund policyholder losses or liabilities of insurance companies that become
insolvent.

The Company�s financial position and results of operations may be adversely impacted by changes in
accounting rules and in the interpretations of such rules.
The Company�s financial position and results of operations are reported in accordance with GAAP, in the case of the
Company, and in accordance with statutory accounting principles, in the case of the statutory financial statements of
its insurance subsidiaries. Changes in the applicable GAAP or statutory accounting rules, or in the interpretations of
such rules, may adversely affect the Company�s and such subsidiaries� reported financial positions and results of
operations.
Due to the Company�s election to adopt on a retrospective basis, effective January 1, 2011, guidance recently issued by
the Financial Accounting Standards Board (�FASB�) limiting the extent to which an insurer may capitalize costs
incurred in the acquisition of an insurance contract, the Company anticipates that in the first quarter of 2011 it will
write off the portion of its cost of business acquired that does not satisfy the standards for being capitalized under such
guidance. Based on its evaluation performed to date, the Company presently estimates that such write-off will reduce
shareholders� equity by an amount in the range of $55 million to $70 million, net of the related tax benefit. This
estimate is preliminary in nature and the actual amount of such reduction may be above or below such range. See Note
A to the Consolidated Financial Statements included in this Form 10-K under the caption �Recently Issued Accounting
Standards�.

The financial services industry is highly competitive.
The Company competes with numerous other insurance and financial services companies. Many of these
organizations have substantially greater assets, higher ratings from rating agencies, larger and more diversified
portfolios of insurance products and larger agency sales operations than the Company. Competition in asset
accumulation product markets is also encountered from banks, securities brokerage firms and other financial
intermediaries marketing various savings products, such as mutual funds, traditional bank investments and retirement
funding alternatives.

The Company may be adversely impacted by a decline in the ratings of its insurance subsidiaries or its own
credit ratings.
Ratings with respect to claims-paying ability and financial strength have become an increasingly important factor
impacting the competitive position of insurance companies. The financial strength ratings of RSLIC as of
February 2011 as assigned by A.M. Best, Fitch, Moody�s and Standard & Poor�s were A (Excellent), A- (Strong), A3
(Good) and A (Strong), respectively. The financial strength ratings of SNCC as of February 2011 as assigned by A.M.
Best, Fitch, Moody�s and Standard & Poor�s were A (Excellent), A- (Strong), A3 (Good) and A (Strong), respectively.
These ratings are significantly influenced by the RBC ratios and levels of statutory capital and surplus of these
subsidiaries. In addition, these rating agencies may implement changes to their internal models that have the effect of
increasing or decreasing the amount of capital these subsidiaries must hold in order to maintain these ratings. Each of
the rating agencies reviews its ratings of companies periodically and there can be no assurance that current ratings will
be maintained in the future. In September 2010, Standard & Poor�s revised the outlook on its ratings relating to RSLIC,
SNCC and the Company to stable from negative. In December 2009, A.M. Best revised the outlook on its rating
relating to SNCC to stable from negative and in December 2010, revised the outlook on its rating related to RSLIC
and the Company to stable from negative. In June 2010, Moody�s revised the outlook on its ratings relating to RSLIC,
SNCC and the Company to stable from negative. In April 2009, Fitch Ratings downgraded its ratings relating to
RSLIC and SNCC to A- (Good) from A (Good). In December 2010 Fitch Ratings affirmed these ratings and, in
January 2011 revised the outlook on these ratings to stable from negative. Claims-paying and financial strength ratings
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relating to the Company�s insurance subsidiaries are based upon factors relevant to the policyholders of such
subsidiaries and are not directed toward protection of investors in the Company. Downgrades in the ratings of the
Company�s insurance subsidiaries could adversely affect sales of their products, increase policyholder withdrawals and
could have a material adverse effect on the results of the Company�s operations. In addition, downgrades in the
Company�s credit ratings, which are based on factors similar to those considered by the rating agencies in their
evaluations of its insurance subsidiaries, could materially adversely affect its
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ability to access the capital markets and could increase the cost of its borrowings under the Credit Agreement. In
January 2010, Fitch Ratings downgraded its rating relating to the 2007 Junior Debentures to BB from BB+, and
Standard & Poor�s downgraded its ratings relating to the Company�s senior unsecured debt to BBB from BBB+ and the
2007 Junior Debentures to BB+ from BBB-. In April 2009, Fitch Ratings downgraded its ratings relating to the
Company�s senior unsecured debt to BBB- from BBB and to the 2007 Junior Debentures to BB from BBB. The
Company�s senior unsecured debt ratings as of February 2011 from A.M. Best, Fitch, Moody�s and Standard & Poor�s
were bbb, BBB-, Baa3 and BBB, respectively. The ratings for the 2007 Junior Debentures as of February 2011 from
A.M. Best, Fitch, Moody�s and Standard & Poor�s were bb+, BB, Ba1 and BB+, respectively. The ratings for RSLIC�s
funding agreements as of February 2011 from A.M. Best, Moody�s and Standard & Poor�s were a, A3, and A,
respectively.

The Company may be required to recognize an impairment of goodwill.
Goodwill represents the excess of the amounts paid by the Company to acquire subsidiaries and other businesses over
the fair value of their net assets at the date of acquisition. At December 31, 2010, the Company had $93.9 million of
assets representing goodwill. See Note A to the Consolidated Financial Statements. The Company tests these assets at
least annually for impairment. If it is determined that goodwill has been impaired, the Company must write down the
goodwill by the amount of the impairment, with a corresponding charge to net income. These write downs could have
a material adverse effect on the Company�s results of operations and financial condition.

If the Company is unable to maintain the availability of computer systems and safeguard the security of
data, its ability to conduct business and reputation may be harmed.
The Company utilizes computer systems to store and retrieve customer and company data. Its computers, information
technology and telecommunications programs interface with and rely upon third-party systems. The Company�s
business is highly dependent on the ability to access these systems to perform necessary business functions. Systems
failures or outages could compromise the ability to timely perform these functions, which could harm the ability to
conduct business and damage the Company�s business relationships. Despite the implementation of security and
back-up measures, the Company�s computer systems may be vulnerable to physical or electronic intrusions, computer
viruses or other attacks, programming errors and similar disruptive problems. In the event of a disaster such as a
natural catastrophe, a blackout, a computer virus, a terrorist attack or war, computer systems may be inaccessible for
an extended period of time. Any compromise of computer systems security that results in inappropriate disclosure of
confidential information could damage the Company�s reputation and require the Company to incur significant
technical, legal and other expenses.

Changes in tax laws or regulations could increase corporate taxes and make the Company�s annuity products
less attractive.
Changes in tax laws and other regulations promulgated thereunder, or interpretations thereof, could increase corporate
taxes. These changes could affect the value of the Company�s deferred tax assets and deferred tax liabilities. Further,
the value of the Company�s deferred tax assets could be impacted by changes in future earnings levels.
Current United States federal income tax laws generally permit an annuity holder to defer taxation on the
accumulation of the value of an annuity contract until contract payments are actually made. Congress, from time to
time, considers legislation that could make our products less attractive, including legislation that would reduce or
eliminate the benefit of this deferral on some annuities, as well as other types of changes that could reduce or
eliminate the attractiveness of annuities.
The large federal deficit, as well as the budget constraints faced by many states and localities, increases the likelihood
that Congress and state and local governments will raise revenue by enacting legislation that increases the taxes paid
by individuals and corporations. This can be accomplished either by raising rates or otherwise changing the tax rules.
While higher tax rates increase the benefits of tax deferral on the accumulation of the value of annuities, making these
products more attractive to consumers, legislation that reduces or eliminates deferral would have a potential negative
effect on such products. In addition, changes in the tax rules that result in higher corporate taxes will increase the
Company�s actual tax expense, thereby reducing earnings.
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It is not possible to predict the impact on the Company or its subsidiaries of any tax legislation impacting corporate
taxes or insurance products that may be enacted in the future.

Robert Rosenkranz has the power to vote all of Delphi�s Class B Common Stock, and his interests may differ
from those of other Delphi securityholders.
Each share of Delphi�s Class A Common Stock entitles the holder to one vote per share and each share of Delphi�s
Class B Common Stock entitles the holder to a number of votes per share equal to the lesser of (1) the number of votes
such that the aggregate of all outstanding shares of Class B Common Stock will be entitled to cast 49.9% of all of the
votes represented by the aggregate of all outstanding shares of Class A Common Stock and Class B Common Stock or
(2) ten votes. Each share of Class B Common Stock is convertible at any time into one share of Class A Common
Stock. The holders of the Class A Common Stock vote as a separate class to elect one director of Delphi. As of
February 11, 2011, Mr. Robert Rosenkranz, Delphi�s Chairman and Chief Executive Officer, by means of beneficial
ownership of the general partner of Rosenkranz & Company, L.P. and direct or beneficial ownership, had the power to
vote all of the outstanding shares of Class B Common Stock, which as of such date represented 49.9% of the
aggregate voting power of the Common Stock. Mr. Rosenkranz also beneficially owned or had the power to vote
271,826 shares of Class A Common Stock on such date. Holders of a majority of the aggregate voting power of our
Class A Common Stock and Class B Common Stock have the power to elect all of the members of our Board of
Directors (other than a single director separately elected by the holders of Class A Common Stock) and to determine
the outcome of fundamental corporate transactions, including mergers and acquisitions, consolidations and sales of all
or substantially all of the Company�s assets. Mr. Rosenkranz is party to an agreement with Delphi not to vote or cause
to be voted certain shares of Class A or Class B Common Stock, as applicable, if and to the extent that such shares
would cause him and Rosenkranz & Company, L.P., collectively, to have more than 49.9% of the combined voting
power of Delphi�s stockholders. The Company is a party to consulting and other arrangements with certain affiliates of
Mr. Rosenkranz under which various fees are paid to such affiliates, and which are expected to continue in accordance
with their terms. As such, his interests may differ from those of other security holders of Delphi.
Item 1B. Unresolved Staff Comments.
None.
Item 2. Properties
The Company leases its principal executive office at 1105 North Market Street, Suite 1230, Wilmington, Delaware
under an operating lease expiring in July 2016. RSLIC leases its administrative office at 2001 Market Street,
Suite 1500, Philadelphia, Pennsylvania, under an operating lease expiring in December 2015. SNCC owns its home
office building at 1832 Schuetz Road, St. Louis, Missouri, which consists of approximately 140,000 square feet.
SNCC also owns land located at 1832 Schuetz Road, St. Louis, Missouri. DCM and FRSLIC lease office space at 590
Madison Avenue, New York, New York on the 29th and 30th floors under an operating lease expiring in
November 2016. Matrix leases its principal office at 181 Metro Drive, Suite 300, San Jose, CA 95110 under an
operating lease expiring in May 2016. The Company also maintains sales and administrative offices throughout the
country to provide nationwide sales support and service existing business. The Company believes that its properties
and facilitates are suitable and adequate for current operations.
Item 3. Legal Proceedings
A putative class action, Moore v. Reliance Standard Life Insurance Company, was filed in the United States District
Court for the Northern District of Mississippi in July 2008 against the Company�s subsidiary, RSLIC. The action
challenges RSLIC�s ability to pay certain insurance policy benefits through a mechanism commonly known in the
insurance industry as a retained asset account and contains related claims of breach of fiduciary duty and prohibited
transactions under the federal Employee Retirement Income Security Act of 1974. The parties have entered into an
agreement to settle this litigation, which is subject to the approval of the court, and have filed a motion with the court
seeking such approval. It is not anticipated that this settlement, if approved and effectuated, will have a material
adverse effect on the Company�s results of operations, liquidity or financial condition.
In addition to this action, the Company is a party to various other litigation and proceedings in the course of its
business, primarily involving its insurance operations. In some cases, these proceedings entail claims against the
Company for
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punitive damages and similar types of relief. The ultimate disposition of such litigation and proceedings is not
expected to have a material adverse effect on the Company�s results of operations, liquidity or financial condition.

PART II
Item 5. Market for the Registrant�s Common Equity, Related Stockholder Matters and Issuer Purchases of
Equity Securities.
The closing price of the Company�s Class A Common Stock was $29.82 on February 11, 2011. There were
approximately 2,600 holders of record of the Company�s Class A Common Stock as of February 11, 2011.
The Company�s Class A Common Stock is listed on the New York Stock Exchange under the symbol DFG. The
following table sets forth the high and low closing sales prices for the Company�s Class A Common Stock and the cash
dividends paid per share for the Company�s Class A and Class B Common Stock.

High Low Dividends
2010: First Quarter $25.16 $19.21 $0.10

Second Quarter 28.44 23.96 0.10
Third Quarter 26.04 22.08 0.11
Fourth Quarter 29.53 24.67 0.11

2009: First Quarter $18.75 $ 9.05 $0.10
Second Quarter 22.14 13.84 0.10
Third Quarter 24.91 17.46 0.10
Fourth Quarter 24.40 21.15 0.10

In 2001, the Company�s Board of Directors approved the initiation of a quarterly cash dividend payable on the
Company�s Class A Common Stock and Class B Common Stock. Since then the Company has paid dividends in each
quarter. During the second quarter of 2008, the Company�s Board of Directors further increased the cash dividend by
11% to $0.10 per share, which continued at such level during 2009 and in the first half of 2010. The Company�s Board
of Directors further increased the cash dividend by 10% to $0.11 per share during the third quarter of 2010. In the first
quarter of 2011, the cash dividend declared by the Company�s Board of Directors was $0.11 per share, and will be paid
on the Company�s Class A Common Stock and Class B Common Stock on March 9, 2011. The continuing declaration
and payment of such dividends, including the amount and frequency of such dividends, is at the discretion of the
Board and depends upon many factors, including the Company�s consolidated financial position, liquidity
requirements, operating results and such other factors as the Board may deem relevant. Cash dividend payments are
permitted under the respective terms of the Credit Agreement, the 2007 Junior Debentures and the 2020 Senior Notes.
On May 1, 2009, the Company sold 3.0 million shares of its Class A Common Stock in a public offering at a price to
the public of $17.50 per share pursuant to an underwriting agreement dated April 28, 2009 with Barclays Capital Inc.,
as underwriter. On August 21, 2009, the Company sold an additional 3.5 million shares of its Class A Common Stock
in a public offering at a price to the public of $21.00 per share pursuant to an underwriting agreement dated
August 18, 2009 also with Barclays Capital Inc., as underwriter. The total proceeds to the Company from these two
offerings were $120.7 million, net of related underwriting discounts, commissions and expenses. These proceeds were
used for general corporate purposes.
In addition, dividend payments by the Company�s insurance subsidiaries to the Company are subject to certain
regulatory restrictions. See �Liquidity and Capital Resources� in Item 7 � Management�s Discussion and Analysis of
Financial Condition and Results of Operations and �Regulation� in Part I, Item 1 � Business.

-27-

Edgar Filing: DELPHI FINANCIAL GROUP INC/DE - Form 10-K

Table of Contents 50



Table of Contents

Performance Graph
In order to assist stockholders in analyzing the historical performance of the Company�s Class A Common Stock, a
graph comparing the total return on the Company�s Class A Common Stock to the total return on the common stocks
of the companies included in the Standard & Poor�s 500 Index (�S&P 500 Index�) and the companies included in the
Standard & Poor�s 500 Insurance Index (�S&P Insurance Index�) has been provided. The S&P 500 Insurance Index
includes companies in the life/health, multi-line and property-casualty insurance businesses, and insurance brokers.
The graph reflects a $100 investment in the Company�s Class A Common Stock and the indices reflected therein as of
December 31, 2005, and reflects the value of that investment, assuming the reinvestment of all dividends, on various
dates through December 31, 2010. The historical information set forth below is not indicative of future performance.

2005 2006 2007 2008 2009 2010
Delphi 100 133 117 62 77 101

S&P 500 Index 100 116 122 77 97 112

S&P Insurance Index 100 111 104 43 50 57
-28-
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Item 6. Selected Financial Data
The selected financial data below should be read in conjunction with Item 7 � Management�s Discussion and Analysis
of Financial Condition and Results of Operations and the Consolidated Financial Statements and related notes.

Year Ended December 31,
2010 2009 2008 2007 2006

(dollars and shares in thousands, except per share data)
Income Statement Data (1):
Insurance premiums and fee
income:
Core group employee benefit
products $ 1,358,798 $ 1,346,203 $ 1,332,376 $ 1,245,548 $ 1,093,992
Non-core group employee benefit
products (2) 9,709 8,464 10,647 22,044 30,134
Asset accumulation products 2,004 1,641 1,918 2,666 3,438
Other 49,051 44,733 39,949 33,903 29,014

1,419,562 1,401,041 1,384,890 1,304,161 1,156,578
Net investment income (3) 351,227 318,187 134,850 270,547 255,871
Net realized investment losses (4) (25,875) (147,543) (88,177) (1,897) (858)
Loss on early retirement of senior
notes and junior subordinated
deferrable interest debentures(5) (7,666) � (598) (2,192) �

Total revenue 1,737,248 1,571,685 1,430,965 1,570,619 1,411,591

Income from continuing
operations attributable to
shareholders (6) 173,147 99,104 36,683 164,512 145,003

Net income attributable to
shareholders (6) 173,147 99,104 36,683 164,512 142,068

Basic Results Per Share (1) (6):
Income from continuing
operations attributable to
shareholders $ 3.13 $ 1.92 $ 0.76 $ 3.27 $ 2.92
Net income attributable to
shareholders 3.13 1.92 0.76 3.27 2.86
Weighted average shares
outstanding 55,327 51,532 48,278 50,269 49,631

Diluted Results Per Share (1) (6):
Income from continuing
operations attributable to
shareholders $ 3.11 $ 1.91 $ 0.75 $ 3.19 $ 2.85
Net income attributable to
shareholders 3.11 1.91 0.75 3.19 2.79

55,750 51,811 48,963 51,579 50,939
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Weighted average shares
outstanding

Other Data:
Operating earnings (7) $ 194,949 $ 195,007 $ 94,387 $ 167,170 $ 145,561
Operating earnings per share (7) 3.50 3.76 1.93 3.24 2.86
Cash dividends paid per share (8) 0.42 0.40 0.39 0.35 0.31
Diluted book value per share (9) 28.16 24.42 17.05 23.28 23.70

December 31,
2010 2009 2008 2007 2006

(dollars in thousands)
Balance Sheet Data:

Total investments $6,549,983 $5,749,318 $4,654,923 $4,987,868 $4,483,380
Total assets 7,760,376 6,921,375 5,953,873 6,094,810 5,670,475
Corporate debt 375,000 365,750 350,750 217,750 263,750
Junior subordinated
debentures (10) 175,000 175,000 175,000 175,000 �
Junior subordinated
deferrable interest debentures
underlying
company-obligated
mandatorily redeemable
capital securities issued by
unconsolidated subsidiaries
(11) � � � 20,619 59,762
Shareholders� equity (12) 1,594,733 1,359,019 820,579 1,141,390 1,174,808
Corporate debt to total
capitalization ratio (13) 17.5% 19.3% 26.1% 14.0% 17.6%

-29-

Edgar Filing: DELPHI FINANCIAL GROUP INC/DE - Form 10-K

Table of Contents 53



Table of Contents

(1) During the fourth quarter of 2005, the Company decided to exit its non-core property catastrophe reinsurance
business, due to the volatility associated with such business and other strategic considerations, and has not
thereafter entered into or renewed any assumed property reinsurance contracts. A substantial majority of these
reinsurance contracts expired on or before December 31, 2005 and all of the remaining contracts expired prior to
the end of the third quarter of 2006. The Company has classified the operating results of this business as
discontinued operations. See �Other Transactions� in Part I, Item 1 � Business.

Net income attributable to shareholders includes loss from discontinued operations, net of federal income tax
benefit, as follows:

Year Ended December 31,
2010 2009 2008 2007 2006

(dollars in thousands, except per share data)
Loss from discontinued operations, net of
taxes $ � $ � $ � $ � $(2,935)
Basic per share amount � � � � (0.06)
Diluted per share amount � � � � (0.06)

(2) Non-core group employee benefit products include LPTs, primary workers� compensation insurance, bail bond
insurance and reinsurance facilities, among others. Beginning in 2009, the payments received by the Company in
connection with LPTs, which are episodic in nature, are recorded as liabilities rather than as premiums. In prior
years, premiums from non-core group employee benefit products included deposits from LPTs, of $3.3 million,
$14.7 million and $20.9 million in 2008, 2007 and 2006, respectively. See �Group Employee Benefit Products� and
�Reinsurance� in Part I, Item 1- Business.

(3) Extraordinary volatility in the investment markets resulted in a significant decrease in net investment income in
2008. See �Introduction� in Part I, Item 7 � Management�s Discussion and Analysis of Financial Condition and
Results of Operations.

(4) In 2010 and 2009, the Company recognized $77.4 million and $180.2 million of losses due to the other than
temporary declines in the market values of certain fixed maturity securities and other investments, of which
$61.1 million and $144.7 million were recognized as credit-related realized investment losses in its earnings and
$16.3 million and $35.5 million remained as a component of accumulated other comprehensive income,
respectively. In 2008, 2007 and 2006, the Company recognized in its earnings pre-tax losses of $78.6 million,
$4.1 million and $4.2 million, respectively, due to the other than temporary declines in the market values of
certain securities, which are reported as net realized investment losses.

(5) In the first quarter of 2007, the Company redeemed $36.0 million of junior subordinated deferrable interest
debentures, resulting in a pre-tax loss of $2.2 million. During the third quarter of 2008, the Company redeemed
$20.6 million of floating rate junior subordinated deferrable interest debentures, resulting in a pre-tax loss of
$0.6 million. In 2010, the Company redeemed or repurchased $143.8 million outstanding principal amount of the
2033 Senior Notes, resulting in a pre-tax loss of $7.7 million.

(6) Income from continuing operations and net income attributable to shareholders include net realized investment
losses, net of a federal income tax benefit and the loss on early retirement of the 2033 Senior Notes and junior
subordinated deferrable interest debentures, net of a federal income tax benefit, as follows:

Year Ended December 31,
2010 2009 2008 2007 2006
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(dollars in thousands, except per share data)
Net realized investment losses,
net of taxes $(16,819) $(95,903) $(57,315) $(1,233) $ (558)

Basic per share amount (0.30) (1.86) (1.19) (0.03) (0.01)
Diluted per share amount (0.30) (1.85) (1.17) (0.02) (0.01)

Loss on early retirement of
senior notes and junior
subordinated deferrable interest
debentures, net of taxes $ (4,983) $ � $ (389) $(1,425) $ �
Basic per share amount (0.09) � (0.01) (0.03) �
Diluted per share amount (0.09) � (0.01) (0.03) �

(7) Operating earnings, which is a non-GAAP financial measure, consist of net income attributable to shareholders
excluding after-tax realized investment gains and losses, losses on early retirement of senior notes and junior
subordinated deferrable interest debentures and results from discontinued operations, as applicable. The
Company believes that because these excluded items arise from events that are largely within management�s
discretion and whose fluctuations can distort comparisons between periods, a measure excluding their impact is
useful in analyzing the Company�s operating trends. Investment gains or losses are realized based on
management�s decision to dispose of an investment, and investment losses are realized based on management�s
judgment that a decline in the market value of an investment is other than temporary. Early retirement of senior
notes and junior subordinated deferrable interest debentures occurs based on management�s decision to redeem or
repurchase these notes and debentures prior to maturity. Discontinued operations result from management�s
decision to exit or sell a particular business. Thus, these excluded items are not reflective of the Company�s
ongoing earnings capacity, and trends in the earnings of the Company�s underlying insurance operations can be
more clearly identified without their effects. For these reasons, management uses the measure of operating
earnings to assess performance and make operating plans and decisions, and the Company believes that analysts
and investors typically utilize measures of this type as one element of their evaluations of insurers� financial
performance. However, gains and losses of the excluded items, particularly as to investments, can occur
frequently and should not be considered as non-recurring items. Further, operating earnings should not be
considered a substitute for net income attributable to shareholders, the most directly comparable GAAP measure,
as an indication of the Company�s overall financial performance and may not be calculated in the same manner as
similarly titled measures utilized by other companies. For reconciliations of the respective operating earnings
amounts to the corresponding net income amounts attributable to
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shareholders for the indicated periods, see the table captioned �Non-GAAP Financial Measures � Reconciliation to
GAAP� which follows. All per share amounts are on a diluted basis.

Non-GAAP Financial Measures � Reconciliation to GAAP

Year Ended December 31,
2010 2009 2008 2007 2006

(dollars in thousands, except per share data)
Operating earnings $ 194,949 $ 195,007 $ 94,387 $ 167,170 $ 145,561
Net realized investment losses, net of
taxes(A) (16,819) (95,903) (57,315) (1,233) (558)
Loss on early retirement of senior notes
and junior subordinated deferrable
interest debentures, net of taxes(B) (4,983) � (389) (1,425) �

Income from continuing operations 173,147 99,104 36,683 164,512 145,003
Discontinued operations, net of taxes � � � � (2,935)

Net income attributable to shareholders $ 173,147 $ 99,104 $ 36,683 $ 164,512 $ 142,068

Year Ended December 31,
2010 2009 2008 2007 2006

(dollars in thousands, except per share data)
Diluted results per share of common stock

Operating earnings $ 3.50 $ 3.76 $ 1.93 $ 3.24 $ 2.86
Net realized investment losses, net of taxes(A) (0.30) (1.85) (1.17) (0.02) (0.01)
Loss on early retirement of senior notes and
junior subordinated deferrable interest
debentures, net of taxes(B) (0.09) � (0.01) (0.03) �

Income from continuing operations 3.11 1.91 0.75 3.19 2.85
Discontinued operations, net of taxes � � � � (0.06)

Net income attributable to shareholders $ 3.11 $ 1.91 $ 0.75 $ 3.19 $ 2.79

(A) Net of an income tax benefit of $9.1 million, $51.6 million, $30.9 million, $0.7 million and $0.3 million,
or $0.16 per diluted share, $1.00 per diluted share, $0.63 per diluted share, $0.01 per diluted share and
$0.01 per diluted share for 2010, 2009, 2008, 2007 and 2006, respectively. The tax effect is calculated
using the Company�s statutory tax rate of 35%.

(B) Net of an income tax benefit of $2.7 million, $0.2 million and $0.8 million, or $0.05 per diluted share,
$0.00 per diluted share and $0.01 per diluted share for 2010, 2008 and 2007, respectively. The tax effect is
calculated using the Company�s statutory tax rate of 35%.

(8) In 2001, the Company�s Board of Directors approved the initiation of a quarterly cash dividend payable on the
Company�s outstanding Class A and Class B Common Stock and has since increased the dividend rate from time
to time. In the first quarter of 2006, the Company�s Board of Directors increased the cash dividend to $0.07 per
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share and increased it to $0.08 per share in the second quarter of 2006. During the second quarter of 2007, the
Company�s Board of Directors increased the cash dividend to $0.09 per share. During the second quarter of 2008,
the Company�s Board of Directors further increased the cash dividend to $0.10 per share and subsequently
increased it to $0.11 per share in the third quarter of 2010. During 2010, 2009, 2008, 2007 and 2006, the
Company paid cash dividends on its outstanding capital stock in the amount of $23.2 million, $20.2 million,
$18.4 million, $17.2 million and $15.0 million, respectively. See Note I to the Consolidated Financial
Statements.

(9) Diluted book value per share is calculated by dividing shareholders� equity (as determined in accordance with
GAAP), as increased by the proceeds and tax benefit from the assumed exercise of outstanding in-the-money
stock options, by total shares outstanding, also increased by shares issued upon the assumed exercise of the
options and deferred shares.

(10) In May 2007, the Company issued $175.0 million of 2007 Junior Debentures. See �Other Transactions� in Part I,
Item 1 � Business and Note H to the Consolidated Financial Statements.

(11) In March 2007, the Company redeemed the remaining $37.1 million in principal amount of its 9.31% junior
subordinated deferrable interest debentures, Series A, due 2027 (the �Junior Debentures�), resulting in the
concurrent redemption by Delphi Funding, L.L.C. (�Delphi Funding�) of the remaining $36.0 million in
liquidation amount of its 9.31% Capital Securities, Series A (the �Capital Securities�). The redemption price was
$1,046.55 per Capital Security plus accrued dividends. As a result, the Junior Debentures ceased to be
outstanding and interest on the Junior Debentures ceased to accrue.

(12) Due to the adoption of new FASB guidance relating to the accounting for deferred policy acquisition costs in
connection with internal replacements, the Company made a reduction to its retained earnings at January 1, 2007
in the amount of $82.6 million, net of an income tax benefit of $44.5 million, which represents the net reduction
in the deferred policy acquisition cost from internal replacements included in cost of business acquired on the
consolidated balance sheet.

(13) The corporate debt to total capitalization ratio is calculated by dividing long-term corporate debt by the sum of
the Company�s long-term corporate debt, junior subordinated debentures, junior subordinated deferrable interest
debentures underlying company-obligated mandatorily redeemable capital securities issued by unconsolidated
subsidiaries/company-obligated mandatorily redeemable capital securities of subsidiaries and shareholders�
equity.
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Item 7. Management�s Discussion and Analysis of Financial Condition and Results of Operations
Introduction
The Company, through its subsidiaries, underwrites a diverse portfolio of group employee benefit products, primarily
long-term and short-term disability, life, excess workers� compensation insurance for self-insured employers, large
casualty programs including large deductible workers� compensation, travel accident, dental and limited benefit health
insurance. Revenues from this group of products are primarily comprised of earned premiums and investment income.
The profitability of group employee benefit products is affected by, among other things, differences between actual
and projected claims experience, the retention of existing customers, product mix and the Company�s ability to attract
new customers, change premium rates and contract terms for existing customers and control administrative expenses.
The Company transfers its exposure to a portion of its group employee benefit risks through reinsurance ceded
arrangements with other insurance and reinsurance companies. Accordingly, the profitability of the Company�s group
employee benefit products is affected by the amount, cost and terms of reinsurance it obtains. The profitability of
those group employee benefit products for which reserves are discounted, in particular, the Company�s disability and
excess workers� compensation products, is also significantly affected by the difference between the yield achieved on
invested assets and the discount rate used to calculate the related reserves.
In recent years, the Company benefited from the stable market conditions which prevailed for its excess workers�
compensation products as to pricing and other contract terms. However, because pricing in the primary workers�
compensation market is increasingly competitive, the demand for excess workers� compensation products has not
significantly increased. In addition, the downward pressure on employment and wage levels exerted by the recent
recession has negatively affected premium levels for insurance products which are based upon employers� payrolls,
such as the Company�s excess workers� compensation products. This effect has been ameliorated by the Company�s
emphasis on municipalities, hospitals and schools, sectors whose payroll levels generally have been less adversely
affected by the recent recession. The Company has enhanced its focus on its sales and marketing function for these
products and achieved significantly improved levels of new business production for these products in 2009 and 2010.
In addition, based on the growth and development of the Company�s assumed workers� compensation and casualty
reinsurance product, the Company has included this product in its core products beginning with the third quarter of
2009.
For its other group employee benefit products, the Company is continuing to experience challenging market
conditions from a competitive standpoint, particularly as to pricing. These conditions, in addition to the continuing
effects of the recent recession on employment and wage levels are adversely impacting the Company�s ability to
achieve levels of new business production and growth in premiums for these products commensurate with those
achieved prior to the recession. For these products, the Company is continuing to enhance its focus on the small case
niche (insured groups of 10 to 500 individuals), including employers which are first-time providers of these employee
benefits, which the Company believes to offer opportunities for superior profitability. The Company is also
emphasizing its suite of voluntary group insurance products, which includes, among others, its group limited benefit
health insurance product. In response to the recently adopted federal health care reform legislation, the Company is
generally issuing its new and renewal limited benefit health policies under a fixed indemnity benefit structure that is
exempt from certain requirements of the legislation that became effective in September 2010. However, it is uncertain
whether this product can be effectively marketed once the minimum medical coverage requirements of the legislation
become effective in 2014, since this product�s coverage will not satisfy these requirements. The Company markets its
other group employee benefit products on an unbundled basis and as part of an integrated employee benefit program
that combines employee benefit insurance coverages and absence management services. The integrated employee
benefit program, which the Company believes helps to differentiate itself from competitors by offering clients
improved productivity from reduced employee absence, has enhanced the Company�s ability to market its other group
employee benefit products to large employers.
The Company also operates an asset accumulation business that focuses primarily on offering fixed annuities to
individuals. In addition, during the first quarter of 2006, the Company issued $100 million in aggregate principal
amount of fixed and floating rate funding agreements with maturities of three to five years in connection with the
issuance by an unconsolidated special purpose vehicle of funding agreement-backed notes in a corresponding
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principal amount. In March 2009, the Company repaid $35.0 million in aggregate principal amount of the floating rate
funding agreements at their maturity, resulting in a corresponding repayment of the funding agreement-backed notes
and will repay the remaining funding agreements in March 2011, which will also result in a corresponding repayment
of the funding agreement-backed notes. From time to time, the Company acquires blocks of existing SPDA and FPA
policies from other insurers through indemnity assumed reinsurance transactions. The Company believes that its
funding agreement program and annuity reinsurance arrangements enhance the Company�s asset accumulation
business by providing alternative sources of funds for this business. The Company�s liabilities for its funding
agreements and annuity reinsurance arrangements are recorded
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in policyholder account balances. Deposits from the Company�s asset accumulation business are recorded as liabilities
rather than as premiums. Revenues from the Company�s asset accumulation business are primarily comprised of
investment income earned on the funds under management. The profitability of asset accumulation products is
primarily dependent on the spread achieved between the return on investments and the interest credited with respect to
these products. The Company sets the crediting rates offered on its asset accumulation products in an effort to achieve
its targeted interest rate spreads on these products, and is willing to accept lower levels of sales on these products
when market conditions make these targeted spreads more difficult to achieve.
As noted above and elsewhere in this report, the management of the Company�s investment portfolio is an important
component of its profitability. Beginning in the second half of 2007, due primarily to the extraordinary stresses
affecting the banking system, the housing market and the financial markets generally, particularly the structured
mortgage securities market, the financial markets have been the subject of extraordinary volatility. See Part I, Item 1A
� Risk Factors. At the same time the overall level of risk-free interest rates has declined substantially. These market
conditions resulted in a significant decrease in the Company�s level of net investment income for 2008, due primarily
to the adverse performance of those investments whose changes in value, positive or negative, are included in the
Company�s net investment income, such as investment funds organized as limited partnerships and limited liability
companies, trading account securities and hybrid financial instruments. In an effort to reduce fluctuations of this type
in its net investment income, the Company repositioned its investment portfolio to reduce its holdings of these types
of investments and, in particular, those investments whose performance had demonstrated the highest levels of
variability. As part of this effort, the Company increased its investments in more traditional sectors of the fixed
income market such as mortgage-backed securities and municipal bonds. In addition, in light of the aforementioned
market conditions, the Company has been maintaining a significantly larger proportion of its portfolio in short-term
investments, which totaled $334.2 million and $406.8 million at December 31, 2010 and 2009, respectively. The
Company has recently engaged in efforts to deploy a significant portion of these short-term investments into
longer-term fixed maturity securities which offer more attractive yields. However, especially since the recent market
environment, in which low interest rates and tight credit spreads have been prevailing, has made it particularly
challenging to make new investments on terms which the Company deems attractive, no assurance can be given as to
the timing of the completion of these efforts or their ultimate outcome.
The Company achieved significantly improved levels of investment income in its repositioned investment portfolio in
2009 and 2010, during which more favorable market conditions prevailed. However, market conditions may continue
to be volatile and may result in significant fluctuations in net investment income, and as a result, in the Company�s
results of operations. Accordingly, there can be no assurance as to the impact of the Company�s investment
repositioning on the level or variability of its future net investment income. During 2008 and 2009, the Company�s
realized investment losses from declines in market value relative to the amortized cost of various securities that it
determined to be other than temporary increased significantly. Investment losses of this type moderated in 2010 and
the Company had net realized investment gains in the second half of 2010. However, in light of the continuing effects
of the market conditions discussed above, investment losses may recur in the future and it is not possible to predict the
timing or magnitude of such losses.
The following discussion and analysis of the results of operations and financial condition of the Company should be
read in conjunction with the Consolidated Financial Statements and related notes included in this report. The
preparation of financial statements in conformity with GAAP requires management, in some instances, to make
judgments about the application of these principles. The amounts of assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period could differ materially
from the amounts reported if different conditions existed or different judgments were utilized. A discussion of how
management applies certain critical accounting policies and makes certain estimates is presented below in the �Critical
Accounting Policies and Estimates� section and should be read in conjunction with the following discussion and
analysis of results of operations and financial condition of the Company. In addition, a discussion of uncertainties and
contingencies which can affect actual results and could cause future results to differ materially from those expressed
in certain forward-looking statements contained in this Management�s Discussion and Analysis of Financial Condition
and Results of Operations can be found in Part I, Item 1A � Risk Factors. See �Forward-Looking Statements And
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Results of Operations
2010 Compared to 2009
Summary of Results. Net income attributable to shareholders was $173.1 million, or $3.11 per diluted share, in 2010 as
compared to $99.1 million, or $1.91 per diluted share, in 2009. Net income in 2010 and 2009 included net realized
investment losses, net of the related income tax benefit, of $16.8 million, or $0.30 per diluted share, and $95.9 million,
or $1.85 per diluted share, respectively. Net income in 2010 compared to 2009 benefited from a significant increase in
net investment income, a decreased level of realized investment losses and growth in income from the Company�s core
group employee benefit products, and was adversely impacted by a significant increase in interest expense and, on a
per share basis, the Company�s two Class A Common Stock offerings completed during 2009. Net income in 2010 was
also adversely impacted by a loss on the early retirement of the 2033 Senior Notes. Net investment income in 2010,
which increased 10% from 2009, reflects an 18% increase in average invested assets. Net realized investment losses in
2010 and 2009 included losses, net of the related income tax benefit, of $39.7 million, or $0.71 per diluted share, and
$94.1 million, or $1.82 per diluted share, respectively, due to the other than temporary declines in the market values of
various fixed maturity and other securities.
The Company believes the non-GAAP financial measure of �operating earnings� is informative when analyzing the
trends relating to the Company�s insurance operations. Operating earnings consist of net income attributable to
shareholders excluding after-tax realized investment gains and losses, losses on early retirement of senior notes and
junior subordinated deferrable interest debentures and results from discontinued operations, as applicable. The
Company believes that because these excluded items arise from events that are largely within management�s discretion
and whose fluctuations can distort comparisons between periods, a measure excluding their impact is useful in
analyzing the Company�s operating trends. Investment gains or losses are realized based on management�s decision to
dispose of an investment, and investment losses are realized based on management�s judgment that a decline in the
market value of an investment is other than temporary. Early retirement of senior notes and junior subordinated
deferrable interest debentures occurs based on management�s decision to redeem or repurchase these notes and
debentures prior to maturity. Discontinued operations results from management�s decision to exit or sell a particular
business. Thus, these excluded items are not reflective of the Company�s ongoing earnings capacity, and trends in the
earnings of the Company�s underlying insurance operations can be more clearly identified without the effects. For
these reasons, management uses the measure of operating earnings to assess performance and make operating plans
and decisions, and the Company believes that analysts and investors typically utilize measures of this type as one
element of their evaluations of insurers� financial performance. However, gains or losses from the excluded items,
particularly as to investments, can occur frequently and should not be considered as nonrecurring items. Further,
operating earnings should not be considered a substitute for net income attributable to shareholders, the most directly
comparable GAAP measure, as an indication of the Company�s overall financial performance and may not be
calculated in the same manner as similarly titled measures utilized by other companies. For reconciliations of the
respective operating earnings amounts to the corresponding net income amounts for the indicated periods, see the
table on page 31 captioned �Non-GAAP Financial Measures � Reconciliation to GAAP� which can be found in Part II,
Item 6 � Selected Financial Data.
Operating earnings for the Company were $194.9 million, or $3.50 per diluted share, in 2010 as compared to
$195.0 million, or $3.76 per diluted share, in 2009.
Premium and Fee Income. Premium and fee income was $1,419.6 million and $1,401.0 million in 2010 and 2009,
respectively. Premiums from core group employee benefit products, which include disability, life, excess workers�
compensation, travel accident and dental insurance and assumed workers� compensation and casualty reinsurance,
increased to $1,358.8 million in 2010 from $1,346.2 million in 2009. Premiums from excess workers� compensation
insurance for self-insured employers were $289.5 million in 2010 as compared to $277.5 million in 2009, an increase
of 4%. Excess workers� compensation new business production, which represents the amount of new annualized
premium sold, increased 5% to $47.4 million in 2010 from $45.3 million in 2009. Premiums from assumed workers�
compensation and casualty reinsurance increased 51% to $51.5 million in 2010 from $34.2 million in 2009. Assumed
workers� compensation and casualty reinsurance production was $14.6 million and $17.2 million in 2010 and 2009,
respectively. The retention of existing excess workers� compensation customers in 2010 remained strong. SNCC�s rates
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increased modestly in its January 2011 renewals and SIRs on average are up modestly in 2011 for new and renewal
policies. Excess workers� compensation new business production for the January 2011 renewal season was $13.2
million as compared to $10.6 million for the January 2010 season.

-34-

Edgar Filing: DELPHI FINANCIAL GROUP INC/DE - Form 10-K

Table of Contents 63



Table of Contents

Premiums from the Company�s other core group employee benefit products were $1,017.7 million and
$1,034.6 million in 2010 and 2009, respectively. During 2010 and 2009, premiums from the Company�s group life
products were $388.2 million and $393.2 million, respectively, and premiums from the Company�s group disability
products were $542.4 million and $560.4 million, respectively. Premiums from the Company�s turnkey disability
business were $49.5 million and $54.0 million in 2010 and 2009, respectively. New business production for the
Company�s other core group employee benefit products increased 4% to $238.9 million in 2010 from $230.4 million in
2009. The level of production achieved from these other core group employee products reflects the Company�s focus
on the small case niche (insured groups of 10 to 500 individuals). The Company continues to implement price
increases for certain existing group disability and group life insurance customers. The payments received by the
Company in connection with LPT�s, which are episodic in nature and are recorded as liabilities rather than as
premiums, were $16.0 million in 2010 as compared to $40.0 million in 2009.
Deposits from the Company�s asset accumulation products, consisting of annuity sales, increased 52% to
$377.4 million in 2010 from $248.6 million in 2009. The increase in deposits is attributable to, among other things,
particularly advantageous conditions for the Company in the fixed annuity marketplace during the second half of 2010
due to various competitors having either terminated their marketing of comparable fixed annuity products or
experienced ratings downgrades. Deposits from the Company�s asset accumulation products are recorded as liabilities
rather than as premiums. The Company is continuing to maintain its discipline in setting the crediting rates offered on
its asset accumulation products in an effort to achieve its targeted interest rate spreads on these products.
Net Investment Income. Net investment income in 2010 was $351.2 million as compared to $318.2 million in 2009, an
increase of 10%. This increase reflects an 18% increase in average invested assets to $5,966.1 million in 2010 from
$5,053.3 million in 2009, as well as a higher level of investment income from the Company�s fixed maturity security
portfolio resulting from the portfolio repositioning discussed above. See �Introduction�. Both years benefited from
strong performance on the part of the Company�s investments in investment funds organized as limited partnerships
and limited liability companies and trading account securities. The tax equivalent weighted average annual yield on
invested assets was 6.3% and 6.7% in 2010 and 2009, respectively.
Net Realized Investment Losses. Net realized investment losses were $25.9 million in 2010 as compared to
$147.5 million in 2009. The Company monitors its investments on an ongoing basis. When the fair value of a security
declines below its amortized cost, the decline is included as a component of accumulated other comprehensive income
or loss, net of the related income tax benefit and adjustment to cost of business acquired, on the Company�s balance
sheet. In the case of a fixed maturity security, if management judges the decline to be other than temporary, the
portion of the decline representing credit losses is recognized as a realized investment loss in the Company�s income
statement and the remaining portion of the decline continues to be included as a component of accumulated other
comprehensive income or loss. For all other types of investments, the entire amount of the decline is recognized as a
realized investment loss. Due to the continuing effects of the adverse market conditions for financial assets described
above, the Company recognized $77.4 million and $180.2 million of losses in 2010 and 2009, respectively, due to the
other than temporary declines in the fair values of certain fixed maturity and other investments, of which
$61.1 million and $144.7 million was recognized as credit-related realized investment losses and $16.3 million and
$35.5 million remained as a component of accumulated other comprehensive income. See �Introduction�. The
Company�s investment strategy results in periodic sales of securities and, therefore, the recognition of realized
investment gains and losses. During 2010 and 2009, the Company recognized $35.2 million and $(2.8) million,
respectively, of net gains (losses) on the sales of securities.
The Company may continue to recognize losses due to other than temporary declines in security fair values in the
future, and such losses may be significant. See Part I, Item 1A � Risk Factors and �Introduction�. The extent of such
losses will depend on, among other things, future developments in the United States and global economies, financial
and credit markets, credit spreads, interest rates, expected future cash flows from structured securities, the outlook for
the performance by the security issuers of their obligations and changes in security values. The Company continuously
monitors its investments in securities whose fair values are below the Company�s amortized cost pursuant to its
procedures for evaluation for other than temporary impairment in valuation. See Note B to the Consolidated Financial
Statements and �Critical Accounting Policies and Estimates� for a description of these procedures, which take into
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or the results of the future application of these procedures, with respect to these securities. For further information
concerning the Company�s investment portfolio, see �Liquidity and Capital Resources � Investments�.
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Loss on early retirement of 2033 Senior Notes. During 2010, the Company recognized a loss of $5.0 million, net of an
income tax benefit of $2.7 million on the early retirement of $143.8 million in aggregate principal amount of the 2033
Senior Notes.
Benefits and Expenses. Policyholder benefits and expenses were $1,468.0 million in 2010 as compared to
$1,424.6 million in 2009. This increase reflects the increase in premiums from the Company�s group employee benefit
products discussed above, as well as additions to reserves for prior years� claims and claim expenses of $3.3 million in
2010. There can be no assurance as to whether future periods will include further additions to reserves in respect of
prior periods or the amount thereof, which will depend on the Company�s future loss development. If the Company
were to experience significant adverse loss development in the future, the Company�s results of operations could be
materially adversely affected. The combined ratio (loss ratio plus expense ratio) for group employee benefits products
was 94.8% and 93.3% in 2010 and 2009, respectively. The increase in the combined ratio in 2010 reflects an increased
incidence of long-term disability claims at RSLIC, a higher level of commissions at RSLIC resulting from changes in
its product mix and increased expenses associated with new product development at SNCC. The weighted average
annual crediting rate on the Company�s asset accumulation products, which reflects the effects of the first year bonus
crediting rate on certain newly issued products, was 3.8% and 4.3% in 2010 and 2009, respectively.
Interest Expense. Interest expense was $43.1 million in 2010 as compared to $28.5 million in 2009, an increase of
$14.6 million. This increase primarily reflects interest expense associated with the 2020 Senior Notes, which were
issued by the Company in the first quarter of 2010, partially offset by a decrease in the weighted average borrowings
under the Prior Credit Agreement and a decrease in interest expense associated with the 2033 Senior Notes as a result
of their early retirement during 2010.
Income Tax Expense. Income tax expense was $51.8 million in 2010 as compared to $19.3 million in 2009, primarily
due to the decrease in the income tax benefit resulting from realized investment losses. The Company�s effective tax
rate was 22.9% in 2010 compared to 16.2% in 2009.
2009 Compared to 2008
Summary of Results. Net income attributable to shareholders was $99.1 million, or $1.91 per diluted share, in 2009 as
compared to $36.7 million, or $0.75 per diluted share, in 2008. Net income in 2009 and 2008 included net realized
investment losses, net of the related income tax benefit, of $95.9 million, or $1.85 per diluted share, and $57.3 million,
or $1.17 per diluted share, respectively. Net income in 2009 benefited from a significant increase in net investment
income, including increased investment spreads on the Company�s asset accumulation products, and growth in income
from the Company�s core group employee benefit products, and was adversely impacted by an increased level of
realized investment losses due to the continuing effects of the adverse market conditions discussed above. See
�Introduction�. Net investment income in 2009 reflects an increase in the tax equivalent weighted average annual yield
on invested assets to 6.7% from 3.2% in 2008. Realized investment losses in 2009 and 2008 included losses, net of the
related income tax benefit, of $94.1 million, or $1.82 per diluted share, and $51.1 million, or $1.04 per diluted share,
respectively, due to the other than temporary declines in the market values of various fixed maturity and other
securities.
The Company believes the non-GAAP financial measure of �operating earnings� is informative when analyzing the
trends relating to the Company�s insurance operations. Operating earnings consist of net income attributable to
shareholders excluding after-tax realized investment gains and losses, losses on early retirement of senior notes and
junior subordinated deferrable interest debentures and results from discontinued operations, as applicable. The
Company believes that because these excluded items arise from events that are largely within management�s discretion
and whose fluctuations can distort comparisons between periods, a measure excluding their impact is useful in
analyzing the Company�s operating trends. Investment gains or losses are realized based on management�s decision to
dispose of an investment, and investment losses are realized based on management�s judgment that a decline in the
market value of an investment is other than temporary. Early retirement of senior notes and junior subordinated
deferrable interest debentures occurs based on management�s decision to redeem or repurchase these notes and
debentures prior to maturity. Discontinued operations results from management�s decision to exit or sell a particular
business. Thus, these excluded items are not reflective of the Company�s ongoing earnings capacity, and trends in the
earnings of the Company�s underlying insurance operations can be more clearly identified without the effects. For
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these reasons, management uses the measure of operating earnings to assess performance and make operating plans
and decisions, and the Company believes that analysts and investors typically utilize measures of this type as one
element of their evaluations of insurers� financial performance. However, gains or losses from the excluded items,
particularly as to investments, can occur frequently and should not be considered as nonrecurring items. Further,
operating earnings should not be considered a substitute for net income attributable to

-36-

Edgar Filing: DELPHI FINANCIAL GROUP INC/DE - Form 10-K

Table of Contents 67



Table of Contents

shareholders, the most directly comparable GAAP measure, as an indication of the Company�s overall financial
performance and may not be calculated in the same manner as similarly titled measures utilized by other companies.
For reconciliations of the respective operating earnings amounts to the corresponding net income amounts for the
indicated periods, see the table on page 31 captioned �Non-GAAP Financial Measures � Reconciliation to GAAP� which
can be found in Part II, Item 6 � Selected Financial Data.
Operating earnings for the Company were $195.0 million, or $3.76 per diluted share, in 2009 as compared to
$94.4 million, or $1.93 per diluted share, in 2008. This increase is primarily attributable to a significant increase in net
investment income, including increased investment spreads on the Company�s asset accumulation products, and
growth in income from the Company�s core group employee benefit products.
Premium and Fee Income. Premium and fee income was $1,401.0 million and $1,384.9 million in 2009 and 2008,
respectively. Premiums from core group employee benefit products, which include disability, life, excess workers�
compensation, travel accident and dental insurance and assumed workers� compensation and casualty reinsurance, was
$1,346.2 million and $1,332.4 million in 2009 and 2008, respectively. Premiums from excess workers� compensation
insurance for self-insured employers were $277.5 million in 2009 as compared to $264.2 million in 2008, an increase
of 5%. Excess workers� compensation new business production, which represents the amount of new annualized
premium sold, increased 75% to $45.3 million in 2009 from $25.8 million in 2008. Premiums from assumed workers�
compensation and casualty reinsurance increased 53% to $34.2 million in 2009 from $22.4 million in 2008. Assumed
workers� compensation and casualty reinsurance production increased 42% to $17.2 million in 2009 from
$12.1 million in 2008. The retention of existing excess workers� compensation customers in 2009 remained strong.
Premiums from the Company�s other core group employee benefit products were $1,034.6 million and
$1,045.8 million in 2009 and 2008, respectively. During 2009 and 2008, premiums from the Company�s group life
products were $393.2 million and $402.9 million, respectively, and premiums from the Company�s group disability
products were $560.4 million and $572.6 million, respectively. Premiums from the Company�s turnkey disability
business increased 7% to $54.0 million in 2009 from $50.3 million in 2008. New business production for the
Company�s other core group employee benefit products decreased to $230.4 million in 2009 from $275.8 million in
2008. Beginning in the third quarter of 2009, production from the Company�s turnkey disability product is included in
core group employee benefit product production. Accordingly, to assist in comparability with prior periods,
production from turnkey disability product has also been included in core production for prior periods. The payments
received by the Company in connection with LPT�s, which are episodic in nature and are recorded as liabilities rather
than as premiums, were $40.0 million in 2009 as compared to $3.3 million in 2008.
Deposits from the Company�s asset accumulation products were $248.6 million in 2009 as compared to $245.1 million
in 2008. Deposits from the Company�s asset accumulation products, consisting of new annuity sales and issuances of
funding agreements, are recorded as liabilities rather than as premiums.
Net Investment Income. Net investment income in 2009 was $318.2 million as compared to $134.9 million in 2008.
This increase reflects an increase in the tax equivalent weighted average annual yield on invested assets to 6.7% in
2009 from 3.2% in 2008, primarily attributable to the improved performance of the Company�s investments in
investment funds organized as limited partnerships and limited liability companies and a higher level of investment
income from the Company�s fixed maturity security portfolio resulting from the portfolio repositioning discussed
above. See �Introduction�. The level of net investment income in the 2009 period also reflects a 7% increase in average
invested assets to $5,053.3 million in 2009 from $4,728.1 million in 2008.
Net Realized Investment Losses. Net realized investment losses were $147.5 million in 2009 as compared to
$88.2 million in 2008. The Company monitors its investments on an ongoing basis. When the fair value of a security
declines below its amortized cost, the decline is included as a component of accumulated other comprehensive income
or loss, net of the related income tax benefit and adjustment to cost of business acquired, on the Company�s balance
sheet. In the case of a fixed maturity securities, if management judges the decline to be other than temporary, the
portion of the decline related to credit losses is recognized as a realized investment loss in the Company�s income
statement and the remaining portion of the decline continues to be included as a component of accumulated other
comprehensive income or loss. For all other types of investments, the entire amount of the decline is recognized as a
realized investment loss. Due to the continuing effects of the adverse market conditions for financial assets described
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above, the Company recognized $180.2 million of losses in 2009 due to the other than temporary declines in the
market values of certain fixed maturity and other investments, of which $144.7 million was recognized as
credit-related realized investment losses and $35.5 million remained as a component of accumulated other
comprehensive income. The Company recognized $78.6 million of
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realized losses due to other than temporary impairments in 2008. The Company�s investment strategy results in
periodic sales of securities and, therefore, the recognition of realized investment gains and losses. During 2009 and
2008, the Company recognized $2.8 million and $9.6 million, respectively, of net losses on the sales of securities.
Benefits and Expenses. Policyholder benefits and expenses were $1,424.6 million in 2009 as compared to
$1,364.5 million in 2008. This increase reflects the increase in premiums from the Company�s group employee benefit
products discussed above and does not reflect significant additions to reserves for prior years� claims and claim
expenses. The combined ratio (loss ratio plus expense ratio) for group employee benefits products was 93.3% and
92.2% in 2009 and 2008, respectively. The increase in the combined ratio in 2009 resulted primarily from increased
spending on new product development at SNCC. Amortization of cost of business acquired was accelerated by
$1.8 million during 2009, primarily due to the increase in the Company�s tax equivalent weighted average annual yield
on invested assets. See �Critical Accounting Policies and Estimates � Deferred Acquisition Costs�. The weighted average
annual crediting rate on the Company�s asset accumulation products, which reflects the effects of the first year bonus
crediting rate on certain newly issued products, was 4.3% in both 2009 and 2008.
Interest Expense. Interest expense was $28.5 million in 2009 as compared to $31.6 million in 2008, a decrease of
$3.1 million. This decrease primarily resulted from a decrease in the interest rate on the weighted average borrowings
under the Prior Credit Agreement and from the redemption of the 2003 Junior Debentures in the third quarter of 2008.
Income Tax Expense (Benefit). Income tax expense (benefit) was $19.3 million in 2009 as compared to $(4.2) million
in 2008 primarily due to the higher level of the Company�s operating income. The Company�s effective tax rate
increased to 16.2% in 2009 from (12.2%) in 2008.
Liquidity and Capital Resources
General. The Company�s current liquidity needs include principal and interest payments on outstanding borrowings
under its bank credit facility and interest payments on the 2020 Senior Notes and 2007 Junior Debentures, as well as
funding its operating expenses and dividends to stockholders. The 2007 Junior Debentures will become due on
May 15, 2037, but only to the extent that the Company has received sufficient net proceeds from the sale of certain
specified qualifying capital securities. Any remaining outstanding principal amount will be due on May 1, 2067.
During the first quarter of 2010, the Company issued the 2020 Senior Notes, which will mature in January 2020 and
pay interest semi-annually in arrears on January 31 and July 31, which commenced on July 31, 2010. The Company
used the proceeds from the 2020 Senior Notes to repay in full the $222.0 million of outstanding borrowings under the
Prior Credit Agreement during January 2010 and for general corporate purposes. The 2007 Junior Debentures and
2020 Senior Notes are not subject to any sinking fund requirements. The 2020 Senior Notes and 2007 Junior
Debentures contain certain provisions permitting their early redemption by the Company. For descriptions of these
provisions, see Notes E and H, respectively, to the Consolidated Financial Statements included in this Form 10-K.
In December 2010, the Company entered into a Credit Agreement with Bank of America, N.A. as administrative agent
and a group of banking institutions (the �Credit Agreement�), which provides for a revolving loan facility of
$175 million which matures on December 22, 2013 and a term loan facility of $125 million which matures on
December 22, 2015. Concurrently with the consummation of the Credit Agreement, the Company terminated the Prior
Credit Agreement, which was scheduled to expire in October 2011. Interest on borrowings under the Credit
Agreement is payable, at the Company�s election, either at a floating rate based on LIBOR plus a specified margin
which varies based upon the specified ratings of the Company�s senior unsecured debt, as in effect from time to time,
or a base rate equal to the highest of Bank of America�s prime rate, LIBOR plus a specified margin or the federal funds
rate plus a specified margin. The Credit Agreement contains various financial and other affirmative and negative
covenants, along with various representations and warranties. The covenants include, among others, a maximum
Company consolidated debt to capital ratio, a minimum Company consolidated net worth, minimum statutory
risk-based capital requirements for RSLIC and SNCC, and certain limitations on subsidiary indebtedness. As of
December 31, 2010, the Company was in compliance in all material respects with the financial and various other
affirmative and negative covenants in the Credit Agreement. At December 31, 2010, the Company had $125.0 million
of outstanding borrowings and $175.0 million of borrowings remaining available under the Credit Agreement.
As a holding company that does not conduct business operations in its own right, substantially all of the assets of the
Company are comprised of its ownership interests in its insurance subsidiaries. In addition, the Company held
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primarily comprised of short-term investments and investments in investment subsidiaries whose assets are primarily
invested in investment funds organized as limited partnerships and limited liability companies. Other sources of
liquidity
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at the holding company level include dividends paid from subsidiaries, primarily generated from operating cash flows
and investments, and borrowings under the Credit Agreement. During 2011, the Company anticipates that its
insurance subsidiaries will be permitted, without prior regulatory approval, to make dividend payments totaling
$99.8 million, in addition to the dividend payments of $52.0 million made in January 2011. See �Regulation� in Part I,
Item 1 � Business. However, the level of dividends that could be paid consistent with maintaining the insurance
subsidiaries� RBC and other measures of capital adequacy at levels consistent with its current claims-paying and
financial strength ratings from rating agencies is likely to be substantially lower than such amount. In general,
dividends from the Company�s non-insurance subsidiaries are not subject to regulatory or other restrictions. In
addition, the Company is presently categorized as a well known seasoned issuer under Rule 405 of the Securities Act.
As such, the Company has the ability to file automatically effective shelf registration statements for unspecified
amounts of different securities, allowing for immediate, on-demand offerings.
During the first quarter of 2006, the Company issued $100.0 million in aggregate principal amount of fixed and
floating rate funding agreements with maturities of three to five years in connection with the issuance by an
unconsolidated special purpose vehicle of funding agreement-backed notes in a corresponding principal amount.
Based on the Company�s investment at risk compared to that of the holders of the funding agreement-backed notes, the
Company has concluded that it is not the primary beneficiary of the special purpose vehicle that issued the funding
agreement-backed notes. During 2009, the Company repaid $35.0 million in aggregate principal amount of floating
rate funding agreements at their maturity and the remaining funding agreements will be repaid in their entirety in
March 2011. At December 31, 2010 and 2009, the Company�s reserves related to the funding agreements were
$66.1 million.
On May 1, 2009, the Company sold 3.0 million shares of its Class A Common Stock in a public offering at a price to
the public of $17.50 per share pursuant to an underwriting agreement dated April 28, 2009 with Barclays Capital Inc.
as underwriter. On August 21, 2009, the Company sold an additional 3.5 million shares of its Class A Common Stock
in a public offering at a price to the public of $21.00 per share pursuant to an underwriting agreement dated
August 18, 2009 also with Barclays Capital Inc., as underwriter. The total proceeds to the Company from these two
offerings were $120.7 million, net of related underwriting discounts, commissions and expenses.
On February 9, 2011, the Company�s Board of Directors declared a cash dividend of $0.11 per share on the Company�s
Class A Common Stock and Class B Common Stock, which will be paid on March 9, 2011.
The following table summarizes the Company�s significant contractual obligations at December 31, 2010 and the
future periods in which such obligations are expected to be settled in cash. The 2020 Senior Notes and 2007 Junior
Debentures are assumed to be repaid on their respective maturity dates. Additional details regarding these obligations
are provided in the notes to the Consolidated Financial Statements, as referenced in the table:

Contractual Obligations

Payments Due by Period
Less than 1 -3 3 - 5 More than

Total 1 Year Years Years 5 Years
(dollars in thousands)

Other long-term liabilities(1)
Life $ 1,610,636 $ 348,124 $ 335,935 $ 223,655 $ 702,922
Casualty 2,102,976 138,776 238,029 197,663 1,528,508
Annuity 2,276,783 273,052 476,226 445,051 1,082,454
Corporate debt (Note E) 375,000 � 7,812 117,188 250,000
Interest on corporate debt (Note
E)(2) 204,325 23,568 46,989 45,174 88,594
Advances from Federal Home
Loan Bank (Note F) 55,000 � � � 55,000
Interest on advances from Federal
Home Loan Bank (Note F) 39,084 4,106 8,211 8,211 18,556
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Junior subordinated debentures
(Note H) 175,000 � � � 175,000
Interest on junior subordinated
debentures (Note H)(3) 341,990 12,908 25,816 25,816 277,450
Operating lease obligations (Note
K) 68,607 15,166 27,140 21,728 4,573

Total contractual obligations $ 7,249,401 $ 815,700 $ 1,166,158 $ 1,084,486 $ 4,183,057

(1) Other long-term liabilities consist of future policy benefits and unpaid claims and claim expenses relating to the
Company�s insurance products, as well as policyholder account balances. Substantially all of the amounts
reflected in this table with respect to such liabilities consist of estimates by the Company�s management based on
various actuarial and other assumptions relating to the Company�s insurance products and, as to
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policyholder account balances, the periods for which the related annuity and other contracts will remain in force
and the crediting rates to be applied thereto in the future. In accordance with GAAP, a substantial portion of such
liabilities, as they relate to the Company�s insurance products, are carried on a discounted basis on its consolidated
balance sheet; however, the amounts contained in this table are presented on an undiscounted basis. The actual
payments relating to these liabilities will differ, both in amount and timing, from those indicated in this table and
such differences are likely to be significant. See �Critical Accounting Policies and Estimates � Future Policy
Benefits and Unpaid Claims and Claim Expenses�.

(2) Primarily includes interest on the 2020 Senior Notes.

(3) Interest on the 2007 Junior Debentures is fixed at 7.376% until May 15, 2017.
Sources of liquidity available to the Company on a parent company-only basis, including dividends from its
subsidiaries, borrowings available under the Credit Agreement and financial resources available at the holding
company level are expected to exceed the Company�s current and long-term cash requirements. The Company from
time to time engages in discussions with respect to acquiring blocks of business and insurance and financial services
companies, any of which could, if consummated, be material to the Company�s operations.
The principal liquidity requirements of the Company�s insurance subsidiaries are their contractual obligations to
policyholders and other financing sources and operating expenses. The primary sources of funding for these
obligations, in addition to operating earnings, are the marketable investments included in the investment portfolios of
these subsidiaries. The Company actively manages its investment portfolio in an effort to match its invested assets and
related liabilities. The Company regularly analyzes the results of its asset/liability matching through cash flow
analysis and duration matching under multiple interest rate scenarios. See �Asset/Liability Management and Market
Risk.� Therefore, the Company believes that these sources of funding will be adequate for its insurance subsidiaries to
satisfy on both a short-term and long-term basis these contractual obligations throughout their estimated or stated
period. However, if such contractual obligations were to arise more rapidly or in greater amounts than anticipated in
the Company�s asset/liability matching analysis, the Company could be required to sell securities earlier than
anticipated, potentially resulting in the realization of capital losses, or to borrow funds from available credit sources,
in order to fund the payment of such obligations. In any of such events, the Company�s results of operations, liquidity
and financial condition could be materially adversely affected.
Cash Flows. Operating activities increased cash by $362.8 million, $460.5 million and $396.3 million in 2010, 2009
and 2008, respectively. Net investing activities used $623.7 million of cash during 2010 primarily for the purchase of
securities. Financing activities provided $268.3 million of cash during 2010, principally from deposits to policyholder
accounts, proceeds from the issuance of 2020 Senior Notes and an increase in the Company�s bank credit facility
borrowings, partially offset by the repayment in full of the $272.0 million of outstanding borrowings under the Prior
Credit Agreement at its termination in December 2010. During 2009 financing activities provided $227.0 million of
cash, principally from deposits to policyholder accounts and proceeds from the issuance of 6.5 million shares of its
Class A Common Stock in two separate public offerings, partially offset by the repayment of $35.0 million in
aggregate principal amount of floating rate funding agreements at their maturity.
Investments. The Company�s overall investment strategy emphasizes safety and liquidity, while seeking the best
available return, by focusing on, among other things, managing the Company�s interest-sensitive assets and liabilities
and seeking to minimize the Company�s exposure to fluctuations in interest rates. The Company�s investment portfolio,
which totaled $6,550.0 million at December 31, 2010, consists primarily of investments in fixed maturity securities,
short-term investments, mortgage loans and equity securities. The Company�s investment portfolio also includes
investments in investment funds organized as limited partnerships and limited liability companies and trading account
securities which collectively totaled $286.1 million at December 31, 2010.
During 2010, the fair value of the Company�s available for sale investment portfolio, in relation to its amortized cost,
increased by $124.6 million from year-end 2009, before the related decrease in the cost of business acquired of
$25.0 million and a decrease in the income tax provision of $34.9 million. At December 31, 2010, gross unrealized
appreciation and gross unrealized depreciation, before the related income tax expense or benefit and the related
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adjustment to cost of business acquired, with respect to the fixed maturity securities in the Company�s portfolio totaled
$244.7 million (of which $198.8 million was attributable to investment grade securities) and $178.2 million (of which
$104.7 million was attributable to investment grade securities), respectively. In addition, the Company recognized
pre-tax net investment losses of $25.9 million in 2010. The weighted average credit rating of the securities in the
Company�s fixed maturity portfolio having ratings by nationally recognized statistical rating organizations, based upon
the highest of the ratings assigned to the respective securities, was �A� at December 31, 2010. While ratings of this type
are intended to address credit risk, they do not address other risks, such as prepayment and extension risks, which are
discussed below. See
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�Forward-Looking Statements and Cautionary Statements Regarding Certain Factors That May Affect Future Results�
and Part I, Item 1A � Risk Factors for a discussion of various risks relating to the Company�s investment portfolio.
At December 31, 2010, approximately 23% of the Company�s total invested assets were comprised of corporate fixed
maturity securities. Eighty-nine percent of the Company�s corporate fixed maturity portfolio, based on fair values, has
been rated investment grade by nationally recognized statistical rating organizations. Investment grade corporate fixed
maturity securities are distributed among the various rating categories as follows: AAA � 6%, AA � 15%, A � 31%, and
BBB � 37%. Corporate fixed maturity securities subject the Company to credit risk and, to a lesser extent, interest rate
risk. To manage its exposure to corporate credit risk, the Company attempts to diversify its investments across
economic sectors, industry classes and issuers.
Mortgage-backed securities comprised 23% of the Company�s total invested assets at December 31, 2010. Seventy one
percent of the Company�s mortgage-backed securities portfolio, based on fair values, has been rated as investment
grade by nationally recognized statistical rating organizations. These ratings do not take into account the diminished
probability of losses in those instances where the securities were purchased at discounts to their face values, as was a
substantial portion of the Company�s mortgage-backed securities portfolio. Pursuant to the NAIC�s process in which,
among other things, such discounts are taken into account along with modeling of potential losses with respect to the
securities� underlying collateral, the percentage of the Company�s mortgage-backed securities portfolio having received
an NAIC rating equivalent to an investment grade rating, based on fair values, was 94%. Mortgage-backed securities
subject the Company to a degree of interest rate risk, including prepayment and extension risk, which is generally a
function of the sensitivity of each security�s underlying collateral to prepayments under varying interest rate
environments and the repayment priority of the securities in the particular securitization structure, and can subject the
Company to credit risk, depending on the nature of the underlying collateral, the characteristics of the underlying
borrowers and such repayment priority. The Company seeks to manage this risk by emphasizing the more predictable
payment classes and securities with stable collateral. See Part I, Item 1A � Risk Factors and �Introduction�. At
December 31, 2010, the market value of this portfolio was $1,522.4 million, as compared with a total amortized cost
of $1,462.7 million.
At December 31, 2010, municipal fixed maturity securities represented approximately 32% of the Company�s total
invested assets, of which approximately 21% were collateralized by obligations issued or guaranteed by U.S.
government agencies, and 36% were insured by third-party financial guarantors. See Note B to the Consolidated
Financial Statements included herein. As part of its investment portfolio repositioning discussed above, the Company
has increased the portfolio�s allocation to municipal securities. See �Introduction�. Due in particular to the adverse
impacts that the recent economic recession has had and are likely to continue to have on the finances of state and local
governments, and the uncertainties associated with the abilities of the financial guarantors to meet their insurance
obligations relating to these securities, such securities subject the Company to a degree of credit risk and the extent of
this risk may increase in the future. Based on the highest of the ratings assigned to the respective securities by
nationally recognized statistical rating organizations, the Company�s municipal securities had a weighted average
credit rating of �AA� at December 31, 2010. For insured municipal fixed maturity securities having ratings by such
organizations without giving effect to the credit enhancement provided by financial guarantors, the weighted average
credit rating at December 31, 2010, based upon the highest of the ratings assigned to the respective securities, was
�AA�.
The Company, through its insurance subsidiaries, maintains a program in which investments are financed using
advances from various Federal Home Loan Banks. The Company has utilized this program to manage the duration of
its liabilities and to earn spread income, which is the difference between the financing cost and the earnings from the
investments purchased with those funds. At December 31, 2010, the Company had an outstanding advance of
$55.0 million. The advance was obtained at a fixed rate and has a term to maturity of 9.5 years. In addition, the
Company has from time to time utilized reverse repurchase agreements, futures and option contracts and interest rate
and credit default swaps in connection with its investment strategy. These transactions may require the Company to
maintain securities or cash on deposit with the applicable counterparty as collateral. As the market value of the
collateral or contracts changes, the Company may be required to deposit additional collateral or be entitled to have a
portion of the collateral returned to it.
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The types and amounts of investments made by the Company�s insurance subsidiaries are subject to the insurance laws
and regulations of their respective states of domicile. Each of these states has comprehensive investment regulations.
The Company also continually monitors its investment portfolio and attempts to ensure that the risks associated with
concentrations of investments in either a particular sector of the market or a single entity are limited.
Asset/Liability Management and Market Risk. Because the Company�s primary assets and liabilities are financial in
nature, the Company�s consolidated financial position and earnings are subject to risks resulting from changes in
interest
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rates. The Company seeks to manage this risk by active portfolio management focusing on minimizing its exposure to
fluctuations in interest rates by matching its invested assets and related liabilities and by periodically adjusting the
crediting rates on its annuity products and the discount rate used to calculate reserves on the Company�s other
products. In its asset/liability matching process, the Company determines and monitors on a quarterly basis the
duration of its insurance liabilities in the aggregate and the duration of the investment portfolio supporting such
liabilities in order to ensure that the difference between such durations, or the �duration gap,� remains below an
internally specified maximum, and similarly determines and monitors the duration gap as between its interest-sensitive
liabilities, substantially all of which relate to its asset accumulation products, and the components of its investment
portfolio supporting such liabilities in relation to a separate internally specified maximum. As of December 31, 2010,
the Company maintained these duration gaps within these maximums. In addition, the Company, at times, has utilized
futures and option contracts and interest rate or credit default swap agreements, primarily to reduce the risk associated
with changes in the value of its fixed maturity portfolio. At December 31, 2010, the Company had no material
outstanding futures or option contracts or interest rate or credit default swap agreements. The Company, at times, may
also invest in foreign currency denominated fixed maturity securities that expose it to fluctuations in foreign currency
rates, and therefore, may hedge such exposure by using currency forward contracts or other derivative instruments.
The Company�s investment in foreign currency denominated fixed maturity securities at December 31, 2010 was less
than 2% of total invested assets.
The Company regularly analyzes the results of its asset/liability matching through cash flow analysis and duration
matching under multiple interest rate scenarios. These analyses assist the Company in estimating the potential gain or
loss in fair value of its interest-rate sensitive financial instruments due to hypothetical changes in interest rates. Based
on these analyses, if interest rates were to immediately increase by 10% from their year-end levels, the fair value of
the Company�s interest-sensitive assets, net of corresponding changes in the fair value of cost of business acquired and
insurance and investment-related liabilities, would decline by approximately $77.0 million at December 31, 2010 as
compared to a decline of approximately $79.6 million at December 31, 2009. These analyses incorporate numerous
assumptions and estimates and assume no changes in the composition of the Company�s investment portfolio in
reaction to such interest rate changes. Consequently, the results indicated by these analyses will likely be materially
different from the actual changes in the value of the Company�s assets that will be experienced under given interest
rate scenarios.
The Company manages the composition of its borrowed capital by considering factors such as the ratio of borrowed
capital to total capital, its and its insurance subsidiaries� current and future capital requirements, the interest rate
environment and other market conditions. At December 31, 2010, a hypothetical 10% decrease in market interest rates
would cause a corresponding $5.8 million increase in the fair value of the 2020 Senior Notes. Because interest
expense on borrowings under the Credit Agreement that were outstanding at December 31, 2010 would have
fluctuated as prevailing interest rates changed, changes in market rates would not have materially affected their fair
value. At December 31, 2010, a hypothetical 10% decrease in market interest rates would cause a corresponding
$8.8 million increase in the fair value of the 2007 Junior Debentures as compared to an increase of $5.7 million at
December 31, 2009.
Off-Balance Sheet Arrangements
The Company has no off-balance sheet arrangements (as defined in the rules and regulations of the Securities and
Exchange Commission) that have or are reasonably likely to have a material current or future effect on its financial
condition, changes in financial condition, revenues or expenses, results of operations, liquidity, capital expenditures or
capital resources.
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Critical Accounting Policies and Estimates
The preparation of financial statements in conformity with GAAP requires the Company�s management, in some
instances, to make judgments about the application of these principles. The amounts of assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the reporting period could differ
materially from the amounts reported if different conditions existed or different judgments were utilized.
Management�s judgment is most critical in the estimation of its liabilities for future policy benefits and unpaid claims
and claim expenses and its assets for cost of business acquired and in the valuation of its investments. A discussion of
how management applies these critical accounting policies follows.
Future Policy Benefits and Unpaid Claims and Claim Expenses. The Company establishes reserves that are intended
to be sufficient to fund the future policy benefits and unpaid claims and claim expenses relating to its insurance
products. These reserves, which totaled $2,970.4 million at December 31, 2010, represent management�s best estimate
of future policy benefits and unpaid claims and claim expenses. The reserves are calculated using various generally
recognized actuarial methodologies and are based upon assumptions and estimates that management believes are
appropriate and which vary by type of product. Annually, external actuarial experts also review the Company�s
property and casualty reserve methodologies, assumptions and the resulting reserves. The Company�s projected
ultimate insurance liabilities and associated reserves are estimates, which are subject to future revision since the
factors and events affecting the ultimate liability for claims have not all taken place, and thus such liability cannot be
evaluated with certainty. As a result, actual future ultimate losses will not develop exactly as projected and may vary
significantly from the projections. The estimation process is complex and involves information obtained from
company-specific and industry-wide data, as well as general economic information. The Company�s insurance reserves
are based upon management�s informed estimates and judgments using currently available data. As additional
experience emerges and other data become available, these estimates and judgments are reviewed and may be revised.
The methods and assumptions used to establish the Company�s insurance reserves are continually reviewed and
updated based on current circumstances, and any resulting adjustments may result in reserve increases or decreases
that would be reflected in the Company�s results of operations for the periods in which such revisions are made. As
discussed above, the Company assumptions with regard to the claims payment pattern for its excess workers�
compensation insurance products were modified in 2008. See �Property and Casualty Insurance Reserves� in Part I,
Item 1 � Business. Also, for disability claims incurred on and after July 1, 2010, the Company made various
adjustments, both upward and downward, with respect to the claim termination rates applicable to such claims;
otherwise, no material changes in the actuarial methods and/or assumptions from those used in the previous periods
were made in 2010. The most significant assumptions made in the estimation process for future policy benefits and
unpaid claims and claim expenses for the Company�s disability and accident products relate to mortality, morbidity,
claim termination and discount rates. Mortality and morbidity assumptions are based on various actuarial tables that
are generally utilized in the industry, modified as believed to be necessary for possible variations. The claim
termination rate represents the probability that a disability claim will close or change due to maximum benefits being
paid under the policy, the recovery or death of the claimant, or a change in status in any given period. Establishing
claim termination rates is complex and involves many factors, including the cause of disability, the claimant�s age and
the type of contractual benefits provided. The Company uses its extensive claim experience database to develop its
claim termination rate assumptions, which are applied as an average to its large population of active claims. A one
percent aggregate increase or decrease in the group long-term disability claim termination rates established by the
Company, which the Company believes is a reasonable range of variance in this regard, would have decreased or
increased, respectively, the reserves established for claims incurred in 2010 by approximately $0.8 million, which
would in turn have increased or decreased, respectively, its 2010 net income by $0.5 million. Disability reserves are
discounted using interest rate assumptions based upon projected portfolio yield rates for the assets supporting the
liabilities. The Company�s discount rate assumptions are discussed in further detail below.
The Company�s reserves for unpaid claims and claim expenses for its disability, accident and property and casualty
products are determined on an individual basis for reported claims, for which case reserves are established, and
estimates of incurred but not reported (�IBNR�) losses are developed on the basis of past experience. The unpaid claims
and claim expense reserves carried for the Company�s casualty insurance products represent the difference between the
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selected ultimate loss amount and the loss amount paid to date. The unpaid claims and claim expense reserves carried
for the Company�s disability and accident insurance products are established by the incurred loss development method
(as described below) utilizing various mathematic tools in order to project future loss experience based on the
Company�s historical loss experience. The difference between total unpaid claims and claim expense reserves and case
unpaid claims and claim expense reserves represent the IBNR reserve.
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The following table summarizes the composition of the Company�s total reserves for disability, accident and property
and casualty claims and claim expenses, split between case and IBNR reserves, as of December 31, 2010 (dollars in
millions):

Balance, net of reinsurance:
Case reserves:
Disability and accident $ 956.8
Property and casualty 366.8

IBNR reserves:
Disability and accident 217.4
Property and casualty 824.7

Total reserves 2,365.7

Reinsurance receivables 219.1

Balance, gross of reinsurance $ 2,584.8

Balance Sheets:
Future policy benefits:
Disability and accident $ 812.3

Unpaid claims and claim expenses:
Disability and accident 457.6
Property and casualty 1,314.9

$ 2,584.8

The most significant assumptions made in the estimation process for unpaid claims and claim expenses for the
Company�s property and casualty insurance products are the trend in loss costs, the expected frequency and severity of
claims, the expected timing of claims payments, changes in the timing of the reporting of losses from the loss date to
the notification date, and expected costs to settle unpaid claims. Other assumptions include that the coverages under
these insurance products will not be expanded by future legislative action or judicial interpretation and that
extraordinary classes of losses not previously in existence will not arise in the future. The assumptions vary based on
the year in which the claim is incurred. At December 31, 2010, disability and primary and excess workers�
compensation reserves for unpaid claims and claim expenses with a carrying value of $1,663.0 million have been
discounted at a weighted average rate of 5.4%, with the rates ranging from 1.5% to 7.5%. For disability claims
incurred on and after July 1, 2010, the Company reduced the discount rate to 4.75% from the 5.5% rate previously
utilized. Disability reserves for unpaid claims and claim expenses are discounted using interest rate assumptions based
upon projected portfolio yield rates for the assets supporting the liabilities. The assets selected to support these
liabilities produce cash flows that are intended to match the timing and amount of anticipated claim and claim expense
payments. Excess and primary workers� compensation claim reserves are discounted using interest rate assumptions
based on the risk-free rate of return for U.S. Government securities with a duration comparable to the expected
duration and payment pattern of the claims. The rates used to discount reserves are determined annually. The level of
the rate utilized to discount reserves in a particular period directly impacts the level of the reserves established for
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such period. For example, a 25 basis point increase in the discount rates the Company applied to disability and
primary and excess workers� compensation claims incurred in 2010 would have decreased the amount of the reserves it
established with respect to such claims by approximately $5.0 million, and a 25 basis point decrease in such rates
would have increased the amount of such reserves by the same amount. In both cases, discount rate changes of this
type and magnitude would be intended to reasonably reflect corresponding changes in market interest rates. These
levels of change to the Company�s discount rate would have increased, in the first case, or decreased, in the second, its
2010 net income by $3.2 million.
The primary actuarial methods used to establish the Company�s reserves for unpaid claims and claim expenses for its
property and casualty insurance products are the incurred loss development method and the Bornhuetter-Ferguson
expected loss method. Under the incurred loss development method, various mathematic tools are utilized in order to
project future loss experience based on the Company�s historical loss experience. This method is utilized for accident
years as to which management believes a sufficient level of historical loss experience exists. For more recent years for
which this level of experience does not exist, management utilizes the Bornhuetter-Ferguson expected loss method to
establish loss reserves. Under this method, in addition to historical loss experience, the Company also takes into
account an expected loss ratio based on information determined during the initial pricing of the business, including,
among other factors, changes in rates and terms and conditions.

-44-

Edgar Filing: DELPHI FINANCIAL GROUP INC/DE - Form 10-K

Table of Contents 82



Table of Contents

The Company�s actuaries select an ultimate loss reserve amount for its property and casualty insurance products by
reviewing the results of the actuarial methods described above, as well as other tertiary methods which serve to
provide supplemental data points, and applying judgments to achieve a point estimate for the ultimate loss amount,
rather than calculating ranges around the reserves. Reserves for unpaid claims and claim expenses for such products
represent management�s best estimate and are based upon this actuarially derived point estimate. In reviewing and
determining the adequacy of this estimate, management considers numerous factors such as historical results, changes
to policy pricing, terms and conditions, deductibles, SIR levels and attachment points, claims-handling staffing,
practices and procedures, effects of claim inflation, industry loss trends, reinsurance coverages, underwriting
initiatives, and changes in state legislative and regulatory environments.
For the Company�s property and casualty insurance products, a review of the ten most recent years� historical loss
development variation reflects an annual range of �2.4% to + 6.6%. The average annual increase reflected in such
review was +3.2% and the average decrease was �1.1%. If the Company were to assume subsequent loss development
of +3.2% or �1.1%, each of which are within historical variation, the estimated unpaid claims and claims expense
reserves, net of reinsurance, established for such products as of December 31, 2010 would be increased by
$37.6 million in the first case, which would have decreased its 2010 net income by $24.5 million, or decreased by
$12.7 million in the second, which would have increased its 2010 net income by $8.3 million. Management believes
that while fluctuations of this magnitude could have a material impact on the Company�s results of operations, they
would not be likely to materially affect its financial condition or liquidity. However, it is possible that, using other
assumptions or variables that are outside of the range of historical variation, the level of the Company�s unpaid claims
and claim expenses could be changed by an amount that could be material to the Company�s results of operations,
financial condition and liquidity.
For the reasons described above, if the Company�s actual loss experience is less favorable than the Company�s
assumptions or estimates, the Company�s reserves could be inadequate. In such event, the Company�s results of
operations, in addition to its liquidity and financial condition, could be materially adversely affected.
Deferred Acquisition Costs. Costs related to the acquisition of new insurance business, such as commissions, certain
costs associated with policy issuance and underwriting, and certain sales support expenses, are deferred when
incurred. The unamortized balance of these deferred acquisition costs is included in cost of business acquired on the
consolidated balance sheet.
Deferred acquisition costs related to group life, disability and accident products, which totaled $149.5 million at
December 31, 2010, are amortized over the anticipated premium-paying period of the related policies in proportion to
the ratio of the present value of annual expected premium income to the present value of the total expected premium
income. Persistency, which measures the rate at which the Company�s policyholders elect to renew their insurance
policies, was the sole key assumption used in calculating the amortization of deferred acquisition costs for the
Company�s group life, disability and accident products in 2010, 2009 and 2008. The actual persistency of these
products has not fluctuated significantly in recent years, nor has the level of future persistency of these products
assumed by the Company for purposes of such calculations. Deferred acquisition costs related to casualty insurance
products, which totaled $16.5 million at December 31, 2010, are amortized ratably over the period in which the
related premium is earned, which is generally one year.
Deferred acquisition costs related to annuity products, which totaled $82.2 million at December 31, 2010, are
amortized over the anticipated lives of the annuity policies in relation to the expense margins. The amortization is a
constant percentage of estimated future gross profits based on the ratio of the present value of amounts deferred as
compared to the present value of estimated future gross profits. The key assumptions utilized in the Company�s
estimates of future gross profits in 2010, 2009 and 2008 relate to the underlying annuity policies� future crediting rates
and persistency, the Company�s future yield on investments supporting the policies and level of expense necessary to
maintain the policies over their entire lives. Adjustments are made, generally on an annual basis, to reflect the actual
gross profits to date as compared to assumed experience and any changes in the remaining expected future gross
profits. As a result of this process, known as �unlocking�, the Company records an adjustment to its deferred acquisition
costs balance, which may be positive or negative, in order to reflect any changes in the amounts reflected in its key
assumptions. A negative adjustment results in a corresponding benefit to the Company�s net income, while a positive
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adjustment results in a corresponding charge to net income. Changes in the Company�s deferred acquisition cost
balance due to unlocking were $0.2 million, $(1.8) million and $10.9 million for the 2010, 2009 and 2008 years. If
significant changes in the levels of the Company�s key assumptions relating to its deferred acquisition costs balance
were to occur in the future, such changes could result in a large unlocking event that would materially affect the
Company�s results of operations and financial condition. If estimated gross profits for all future years on business in
force at December 31, 2010 were to increase or
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decrease by 10%, the deferred policy acquisition costs balance at December 31, 2010 would increase, in the first case,
by $3.0 million or decrease, in the second case, by $3.3 million.
The unamortized balance of deferred policy acquisition costs related to certain asset accumulation products is adjusted
for the impact on estimated future gross profits as if net unrealized appreciation and depreciation on available for sale
securities had been realized at the balance sheet date. The impact of this adjustment, net of the related income tax
expense or benefit, is included in net unrealized appreciation and depreciation as a component of other comprehensive
income or loss in shareholders� equity.
Deferred acquisition costs are charged to current earnings to the extent that it is determined that future premiums or
estimated gross profits will not be adequate to cover the amounts deferred. The amortization of deferred acquisition
costs totaled $110.9 million, $100.8 million and $79.9 million in 2010, 2009 and 2008, respectively. These amounts
represented 48%, 48% and 49% of the total amounts of the deferred acquisition cost balances outstanding at the
beginning of the respective periods.
Due to the adoption of new FASB guidance relating to the accounting for deferred policy acquisition costs in
connection with internal replacements, the Company made an after-tax reduction to its retained earnings at January 1,
2007 in the amount of $82.6 million, which represents the net reduction in the deferred policy acquisition cost from
internal replacements included in the cost of business acquired on the consolidated balance sheet at December 31,
2006. In addition, due to the Company�s election to adopt on a retrospective basis, effective January 1, 2011, guidance
recently issued by the FASB limiting the extent to which an insurer may capitalize costs incurred in the acquisition of
an insurance contract, the Company anticipates that in the first quarter of 2011 it will write-off the portion of its costs
of business acquired that does not satisfy the standards for being capitalized under such guidance. Based on its
evaluation performed to date, the Company presently estimates that such write-off will reduce shareholders� equity by
an amount in the range of $55 million to $70 million, net of the related tax benefit. This estimate is preliminary in
nature and the actual amount of such reduction may be above or below such range. See Note A to the Consolidated
Financial Statements included in this Form 10-K under the caption �Recently Issued Accounting Standards.�
Investments. Investments are primarily carried at fair value with unrealized appreciation and depreciation included as a
component of other comprehensive income or loss in shareholders� equity, net of the related income tax benefit or
expense and the related adjustment to cost of business acquired. Substantially all of the securities in the Company�s
fixed maturity and equity securities portfolio are actively traded in a liquid market or have other liquidity mechanisms.
The Company measures the fair values of its investments based on the framework set forth in the GAAP fair value
accounting guidance. This framework establishes a fair value hierarchy of three levels based upon the transparency
and availability of information used in measuring the fair value of assets or liabilities as of the measurement date. See
Notes A and C to the Consolidated Financial Statements included in this Form 10-K.
The Company regularly evaluates its investment portfolio utilizing its established methodology to determine whether
declines in the fair values of its investments are other than temporary. Under this methodology, management
evaluates, among other things, the financial position and prospects of the issuer, conditions in the issuer�s industry and
geographic area, liquidity of the investment, changes in the amount or timing of expected future cash flows from the
investment, recent changes in credit ratings of the issuer by nationally recognized rating agencies, and loan to
collateral value ratios and current levels of subordination and vintages of its residential and commercial
mortgage-backed securities to determine if and when a decline in the fair value of an investment below amortized cost
is other than temporary. Management also considers the length of time and extent to which the fair value of the
investment is lower than its amortized cost and evaluates whether the Company intends to, or will more likely than not
be required to, sell the investment before the anticipated recovery in the investment�s fair value.
If the fair value of a fixed maturity security declines in value below the Company�s amortized cost and the Company
intends to sell, or determines that it will more likely than not be required to sell, the security before recovery of its
amortized cost basis, management considers the security to be other than temporarily impaired and reports its decline
in fair value as a realized investment loss. If, however, the Company does not intend to sell the security and
determines that it is not more likely than not that it will not be required to do so, declines in the security�s fair value
that management judges to be other than temporary are separated into the amounts representing credit losses and the
amounts related to other factors. Amounts representing credit losses are reported as realized investment losses in the
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income statement and amounts related to other factors are included as a component of accumulated other
comprehensive income or loss, net of the related income tax benefit and the related adjustment to cost of business
acquired. The amount of credit loss is determined by discounting the security�s expected cash flows at its effective
interest rate, taking into account the security�s
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purchase price. Declines in the fair value of all investments other than fixed maturity securities that are considered in
the judgment of management to be other than temporary are reported as realized investment losses. In 2010, the
Company recognized $50.3 million of after-tax other than temporary impairment losses, of which $39.7 million was
recognized as after-tax realized investment losses in the income statement related to credit losses and $10.6 million
was recognized as a component of accumulated other comprehensive income on the balance sheet related to noncredit
losses net of the related income tax benefit. In 2009, the Company recognized $117.2 million of after-tax other than
temporary impairment losses, of which $94.1 million was recognized as after-tax realized investment losses in the
income statement related to credit losses and $23.1 million was recognized as a component of accumulated other
comprehensive income on the balance sheet related to noncredit losses net of the related income tax benefit. In 2008,
the Company recognized after-tax realized investment losses totaling $51.1 million for the other than temporary
decline in the value of various fixed maturity and other securities. These losses were recognized as a result of events
that occurred in the respective periods, such as downgrades in an issuer�s credit ratings, deteriorating financial results
of issuers, adverse changes in the estimated amount and timing of future security cash flows and the impact of adverse
economic conditions on issuers� financial positions. Investment grade and non-investment grade fixed maturity
securities comprised 77% and 11%, respectively, of the Company�s total investment portfolio at December 31, 2010.
Gross unrealized appreciation and gross unrealized depreciation, before the related income tax expense or benefit and
the related adjustment to cost of business acquired, attributable to investment grade fixed maturity securities totaled
$198.8 million and $104.7 million, respectively, at December 31, 2010. Gross unrealized appreciation and gross
unrealized depreciation, before the related income tax expense or benefit and the related adjustment to cost of business
acquired, attributable to non-investment grade fixed maturity securities totaled $45.9 million and $73.5 million,
respectively, at December 31, 2010. Unrealized appreciation and depreciation, net of the related income tax expense
or benefit and the related adjustment to cost of business acquired, has been reflected on the Company�s balance sheet
as a component of accumulated other comprehensive income or loss. The Company may recognize additional losses
due to other than temporary declines in security market values in the future, particularly if adverse market conditions
of the type described above (see Part I, Item 1A � Risk Factors and �Introduction�) were to recur. The extent of any such
losses will depend on, among other things, future developments in the United States and global economies, financial
and credit markets, credit spreads, interest rates, the outlook for the performance by the issuers of their obligations
under such securities, changes in the expected amount or timing of future cash flows from securities and changes in
security values. The Company continuously monitors its investments in securities whose fair values are below the
Company�s amortized cost pursuant to its procedures for evaluation for other than temporary impairment in valuation.
While it is not possible to predict the extent of any future changes in value or the results of the future application of
these procedures with respect to these securities, significant losses due to impairments of this type may occur in the
future. There can be no assurance that the Company will realize investment gains in the future that would ameliorate
the effect of any such losses.
The Company also invests in certain investment funds organized as limited partnerships and limited liability
companies which invest in various financial instruments. For a discussion of the Company�s repositioning of its
investment portfolio to reduce the level of investments of this type, see �Introduction�. These investments are reflected
in the Company�s financial statements under the equity method; accordingly, positive or negative changes in the value
of the investees� underlying investments are included in net investment income. For this purpose, the Company
estimates the values of its investments in these entities based on values provided by their managers. The Company
believes that its estimates reasonably reflect the values of its investments in these fund entities; however, there can be
no assurance that such values will ultimately be realized upon liquidation of such investments, which generally can
occur only through a redemption or withdrawal from the various fund entities, since no trading market exists for these
investments. Such redemptions and withdrawals are generally available only at specified intervals upon the giving of
specified prior notice to the applicable entity.
Forward-Looking Statements And Cautionary Statements Regarding Certain Factors That May Affect Future
Results
In connection with, and because it desires to take advantage of, the �safe harbor� provisions of the Private Securities
Litigation Reform Act of 1995, the Company cautions readers regarding certain forward-looking statements in the
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above �Management�s Discussion and Analysis of Financial Condition and Results of Operations� and elsewhere in this
Form 10-K and in any other statement made by, or on behalf of, the Company, whether in future filings with the
Securities and Exchange Commission or otherwise. Forward-looking statements are statements not based on historical
information and which relate to future operations, strategies, financial results, prospects, outlooks or other
developments. Some forward-looking statements may be identified by the use of terms such as �expects,� �believes,�
�anticipates,� �intends,� �judgment,� �outlook,� �effort,� �attempt,� �achieve,� �project� or other similar expressions. Forward-looking
statements
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are necessarily based upon estimates and assumptions that are inherently subject to significant business, economic,
competitive and other uncertainties and contingencies, many of which are beyond the Company�s control and many of
which, with respect to future business decisions, are subject to change. Examples of such uncertainties and
contingencies include, among other important factors, those affecting the insurance industry generally, such as the
economic and interest rate environment, federal and state legislative and regulatory developments, including but not
limited to changes in financial services, employee benefit, health care and tax laws and regulations, changes in
accounting rules and interpretations thereof, market pricing and competitive trends relating to insurance products and
services, acts of terrorism or war, and the availability and cost of reinsurance, and those relating specifically to the
Company�s business, such as the level of its insurance premiums and fee income, the claims experience, persistency
and other factors affecting the profitability of its insurance products, the performance of its investment portfolio and
changes in the Company�s investment strategy, acquisitions of companies or blocks of business, and ratings by major
rating organizations of the Company and its insurance subsidiaries. These uncertainties and contingencies can affect
actual results and could cause actual results to differ materially from those expressed in any forward-looking
statements made by, or on behalf of, the Company. Certain of these uncertainties and contingencies are described in
more detail in Part I, Item 1A � Risk Factors. The Company disclaims any obligation to update forward-looking
information.
Item 7A. Quantitative and Qualitative Disclosures About Market Risk
The information required by Item 7A is included in this Form 10-K under the heading �Liquidity and Capital
Resources � Asset/Liability Management and Market Risk.� beginning on page 41 of this Form 10-K.
Item 8. Financial Statements and Supplementary Data
The information required by Item 8 is included in this Form 10-K beginning on page 56 of this Form 10-K.
Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
None.
Item 9A. Controls and Procedures
As of the end of the period covered by this report, an evaluation was performed under the supervision and with the
participation of the Company�s management, including the Company�s Chief Executive Officer (�CEO�) and Senior Vice
President and Treasurer (the individual who acts in the capacity of chief financial officer), of the effectiveness of the
design and operation of the Company�s disclosure controls and procedures (as defined in the rules and regulations of
the Securities and Exchange Commission). Based on that evaluation, the Company�s management, including the CEO
and Senior Vice President and Treasurer, concluded that the Company�s disclosure controls and procedures were
effective. There were no changes in the Company�s internal control over financial reporting during the fourth fiscal
quarter of 2010 that have materially affected, or are reasonably likely to materially affect, the Company�s internal
control over financial reporting. The Company filed its annual certifications by the Chief Executive Officer and the
Senior Vice President and Treasurer required by Section 302 of the Sarbanes-Oxley Act of 2002 as exhibits to this
Form 10-K.
Management�s annual report on internal control over financial reporting and the attestation report of the Company�s
registered public accounting firm are included below.
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MANAGEMENT�S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
The Company�s management is responsible for establishing and maintaining adequate internal control over financial
reporting, as such term is defined in Exchange Act Rules 13a-15(f) and 15d-15(f). Under the supervision and with the
participation of our management, including our Chief Executive Officer and Senior Vice President and Treasurer (the
individual who acts in the capacity of chief financial officer), we conducted an evaluation of the effectiveness of our
internal control over financial reporting as of December 31, 2010 based on the framework in Internal
Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission.
Based on that evaluation, our management concluded that our internal control over financial reporting was effective as
of December 31, 2010.
A company�s internal control over financial reporting includes those policies and procedures that (1) pertain to the
maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the
assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authorizations of management and directors of
the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company�s assets that could have a material effect on the financial statements.
Because of inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.
The effectiveness of our internal control over financial reporting as of December 31, 2010 has been audited by Ernst
& Young LLP, an independent registered public accounting firm, as stated in such firm�s report which is included
elsewhere herein.

-49-

Edgar Filing: DELPHI FINANCIAL GROUP INC/DE - Form 10-K

Table of Contents 90



Table of Contents

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The Board of Directors and Shareholders of Delphi Financial Group, Inc.
We have audited Delphi Financial Group, Inc. and its subsidiaries� (collectively, the �Company�) internal control over
financial reporting as of December 31, 2010, based on criteria established in Internal Control � Integrated Framework
issued by the Committee of Sponsoring Organizations of the Treadway Commission (the �COSO Criteria�). The
Company�s management is responsible for maintaining effective internal control over financial reporting, and for its
assessment of the effectiveness of internal control over financial reporting included in the accompanying
Management�s Report on Internal Control Over Financial Reporting. Our responsibility is to express an opinion on the
Company�s internal control over financial reporting based on our audit.
We conducted our audit in accordance with the 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
effective internal control over financial reporting was maintained in all material respects. Our audit included obtaining
an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, testing
and evaluating the design and operating effectiveness of internal control based on the assessed risk, and performing
such other procedures as we considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion.
A company�s internal control over financial reporting is a process designed to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles. A company�s internal control over financial reporting includes those
policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly
reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance
with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use or disposition of the company�s assets that could have a
material effect on the financial statements.
Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.
In our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as
of December 31, 2010, based on the COSO Criteria.
We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), the consolidated balance sheets of the Company as of December 31, 2010 and 2009, and the related
consolidated statements of income, equity, and cash flows for each of the three years in the period ended
December 31, 2010 of the Company and our report dated March 1, 2011 expressed an unqualified opinion thereon.
/s/ ERNST & YOUNG LLP
Philadelphia, Pennsylvania
March 1, 2011
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Item 9B. Other Information
None.

PART III
Item 10. Directors, Executive Officers and Corporate Governance
The information required by Item 10 is included in the Company�s definitive Proxy Statement, to be filed pursuant to
Regulation 14A of the Securities Exchange Act of 1934 in connection with the Company�s 2011 Annual Meeting of
Stockholders, under the captions �Election of Directors,� �Section 16(a) Beneficial Ownership Reporting Compliance,�
and �Code of Ethics� and is incorporated herein by reference, and in Item 1 in Part I of this Form 10-K.
On June 4, 2010, Robert Rosenkranz, the Company�s Chairman and Chief Executive Officer, submitted to the NYSE
the Written Affirmation required by the rules of the NYSE certifying that he was not aware of any violations by the
Company of NYSE corporate governance listing standards.
Item 11. Executive Compensation
The information required by Item 11 is included in the Company�s definitive Proxy Statement, to be filed pursuant to
Regulation 14A of the Securities Exchange Act of 1934 in connection with the Company�s 2011 Annual Meeting of
Stockholders, under the caption �Executive Compensation� and is incorporated herein by reference.
Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters
The information required by Item 12 is included in the Company�s definitive Proxy Statement, to be filed pursuant to
Regulation 14A of the Securities Exchange Act of 1934 in connection with the Company�s 2011 Annual Meeting of
Stockholders, under the captions �Security Ownership of Certain Beneficial Owners and Management� and �Equity
Compensation Plan Information� and is incorporated herein by reference.
Item 13. Certain Relationships and Related Transactions, and Director Independence
The information required by Item 13 is included in the Company�s definitive Proxy Statement, to be filed pursuant to
Regulation 14A of the Securities Exchange Act of 1934 in connection with the Company�s 2011 Annual Meeting of
Stockholders, under the caption �Certain Relationships and Related Transactions� and is incorporated herein by
reference.
Item 14. Principal Accountant Fees and Services
The information required by Item 14 is included in the Company�s definitive Proxy Statement, to be filed pursuant to
Regulation 14A of the Securities Exchange Act of 1934 in connection with the Company�s 2011 Annual Meeting of
Stockholders, under the caption �Independent Auditor� and is incorporated herein by reference.
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Part IV
Item 15. Exhibits, Financial Statement Schedules
(a) The financial statements and financial statement schedules filed as part of this report are listed in the Index to

Consolidated Financial Statements and Financial Statement Schedules on page 57 of this Form 10-K.
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