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PART I|. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

DELPHI FINANCIAL GROUP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTSOF INCOME

(Dollarsin Thousands, Except
(Unaudited)

Revenue:
Premium and fEEINCOME.........coviiieici e
NEL INVESEMENT INCOME.......eievieieieiriectie ettt eree et erae e
Net realized INVESIMENT JOSSES ......veeevviiiieecceee e

Per Share Data)

L oss on redemption of junior subordinated deferrable interest debentures..................

Benefits and expenses:
Benefits, claims and interest credited to policyholders...................
COMMISSIONS.....cuiiiieiieiiete ettt r e b enas
Amortization of cost of businessacquired ...........ccocveverenneniininns
Other Operating EXPENSES ......cvviriiieieesie et seenaenens

Income from continuing operations before interest and income
18X EXPENSE ...ttt

Interest expense:
Corporate debt.........coeiririiieie e
Junior subordinated deferrable interest debentures............cccee......
Income from continuing operations before income tax expense
[NCOME LAX EXPENSE. ... eteetee ettt e sttt ae e sbe e e ne e e eae e sae s
Income from continuing OPeErations..........cceceeveeeereereseereeneenes
Loss from discontinued operations, net of income tax benefit............

L= ] 100 T

Basic results per share of common stock:

Income from continuing OPErations...........cceveeeeeereneeneseeseeneeeeens
NELINCOME ...ttt

Diluted results per share of common stock:

Income from continuing OPErations...........cceveeeeeerereeneseeseeneeeeens
NELINCOME ...ttt e

Dividends paid per share of common StocK ...........ccevevveeeivieeienenne

See notes to consolidated financia statements.
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Three Months Ended
March 31,
2007 2006

$ 322,247 $ 262,959
71,303 59,029
(382) (1,251)
(2,192) -
390,976 320,737
238,212 191,618
19,711 16,421
20,892 18,043
49,948 41,297
328,763 267,379
62,213 53,358
5,054 4,686
1,284 1,271
6,338 5,957
55,875 47,401
16,681 14,569
39,194 32,832
- (10)

$ 39194 $ 32,822
$ 078 $ 066
$ 078 $ 066
$ 076 $ 065
$ 076 $ 065
$ 0.08 $ 007



DELPHI FINANCIAL GROUP, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(Dallarsin Thousands, Except Per Share Data)

March 31, December 31,
2007 2006
Assets:

Investments:

Fixed maturity securities, available for sale........coovviieiincereeereeeeee $ 3,539,676 $ 3,377,578

Short-term INVESIMENES ........cveiriee s 241,018 400,239

Other INVESIMENES ..ottt et s eneeenens 873,877 705,563

4,654,571 4,483,380

CASN et Rt R bttt ene e 48,758 48,204
Cost Of DUSINESS BCAUITEO. .......coveruiieieieeieiese e ees 153,155 267,920
REINSUrANCE TECEIVADIES......c.ccc ettt e e et e e e e e eaa e e e s s e eaeeeas 411,301 410,593
GOOAWIIL. ettt b st ee e e ne s eebe e enene s 93,929 93,929
Securities |ending COHEral .........cooireiriiiiiine s 101,091 -
OFNEN BSSELS ...ttt ettt 274,139 251,975
Assets held in SEParate aCCOUNL ..........eererieeieee e eee e 117,534 114,474

QLI I 55T £ $5854478  $ 5,670,475

Liabilities and Shareholders Equity:

Future policy benefits:

LTttt et $ 284560 $ 279,919

Disability @nd 8CCIHENMLE.........ccereriieieieeeese e e 631,920 610,618
Unpaid claims and claim expenses:

TSSO 65,609 58,752

Disability @nd aCCIAENMLE.........ccceeriirieieiresere e 315,210 300,693

CBSUBILY ..ttt et 893,862 857,662
Policyholder account DalanCeS ...........cevereireereneerese e e 1,106,871 1,119,218
(O0 0] 7= 1 0 (= o F RSP 297,750 263,750
Junior subordinated deferrable interest debentures underlying

company-obligated mandatorily redeemable capital

securities issued by unconsolidated subSIdiaries.........ccovvveerieniereneneereseeene 20,619 59,762
Securities |ending Payable..........coevirireieiiee s 101,091 -
Other liabilities and policyholder funds...........ccoceverninininie s 877,546 830,819
Liabilitiesrelated to Separate aCCOUN ...........cevereeereeriereeeese e 117,534 114,474

TOtal HADIHITIES. ... e 4,712,572 4,495,667
Shareholders’ equity:

Preferred Stock, $.01 par; 50,000,000 shares authorized ............cccoeeeerierveeenene. - -

Class A Common Stock, $.01 par; 150,000,000 shares authorized;

48,282,568 and 48,010,697 shares issued and outstanding, respectively ...... 483 480
Class B Common Stock, $.01 par; 20,000,000 shares authorized;

5,671,744 and 5,671,744 shares issued and outstanding, respectively .......... 57 57
Additional paid-in CapItal ........cccoiviriiinii s 488,314 474,722
Accumulated other comprehensivVe INCOME .........ccvveeeiinenenie e 19,928 19,133
RELAINED EBIMINGS. ... eeueeeeeiieie et e et e e see et entesreeseesaesneeneens 716,094 763,386
Treasury stock, at cost; 4,565,716 and 4,565,716 shares of

Class A Common Stock, rESPECLIVEIY ......cccvvericiecciie e (82,970) (82,970)

Total shareholders' @QUILY ........ccveereriririer s 1,141,906 1,174,808

Total liabilities and shareholders equity ........cccccoviveeeeencrir e $5854478 $ 5,670,475

See notes to consolidated financia statements.
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DELPHI FINANCIAL GROUP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
(Dollarsin Thousands)

(Unaudited)
Accumulated
Other
ClassA ClassB  Additional Comprehensive
Common  Common Paid-in Income Retained  Treasury
Stock Stock Capital (Loss) Earnings Stock Tota
Balance, January 1, 2006.................. $ 313 % 39 $442531 $ 20,264 $636,285 $(66,393)$1,033,039
NEt INCOME......oeeieeee e - - - - 32,822 - 32,822
Other comprehensive income:
Decrease in net unrealized
appreciation on investments....... - - - (23,033) - - (23,033)
Decrease in net |oss
on cash flow hedge.........cccc...... - - - 196 - - 196
Comprehensive income............ccoue.... 9,985
I ssuance of stock and exercise of
stock Options.......ccocvveeveneieeeene 3 D) 9,890 - - - 9,892
Stock-based compensation................ - - 1,561 - - - 1,561
Acquisition of treasury stock ............ - - - - - (16,577)  (16,577)
Cash dividends..........ccccovevrvrierrnnnnne. - - - - (3,250) - (3.250)
Balance, March 31, 2006.................. $ 316 $ 38 $453,982 $ (2,573) $665,857 $(82,970)$1,034,650
Balance, January 1, 2007 .................. $ 480 $ 57 $474,722 $ 19,133 $763,386 $(82,970)$1,174,808
Cumulative effect adjustment ........... - - - - _(82553) - _(82,553)
Adjusted balance, January 1, 2007 ... 480 57 474,722 19,133 680,833 (82,970) 1,092,255
NELINCOME.....coviiiecierreirceeeree - - - - 39,194 - 39,194
Other comprehensive income:
Increase in net unrealized
appreciation on investments....... - - - 331 - - 331
Decrease in net loss
on cash flow hedge.........cccc...... - - - 196 - - 196
Change in net periodic
PENSION COSt ....cveveeeeeeieeseenines - - - 268 - - 268
Comprehensive income............cce...... 39,989
Issuance of stock and exercise of
StOCK OPLiONS ..o 3 - 12,126 - - - 12,129
Stock-based compensation................ 1,466 1,466
Cash dividends..........ccceevevrerieriennnne. - - - - (3,933) - (3.933)
Balance, March 31, 2007 .................. $ 483 $ 57 $488,314 $ 19,928 $716,094 $(82,970)$1,141,906

See notes to consolidated financial statements.
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DELPHI FINANCIAL GROUP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTSOF CASH FLOWS
(Dollarsin Thousands)

(Unaudited)

Three Months Ended
March 31,
2007 2006

Operating activities:
INEE TNCOIMIE .ottt e e e e et et e e e et e e e e ae e et e eee et eeeeeeeeaeeneeeeeeeeeseeeeeeneeareeanenns $ 39194 $ 32,822
Adjustments to reconcile net income to net cash provided
by operating activities:

Change in policy liabilities and policyholder accounts...........cccoeveeereeececenreennen. 109,180 71,266

Net change in reinsurance receivables and payables.........cccovvveeeeieieeiece e (2,584) 7,964
Amortization, principally the cost of business acquired and investments............... 21,692 16,565
Deferred costs Of bUSINESS 8CQUITET ........covriiiiiiiiii e (30,387) (29,086)

Net realized |0SSES ON INVESIMENTS.......veiee e e e e s e e e e e e e eeeeeees 381 1,251

Net change in federal income tax [i@bility ........ccoveeeieeieienieeee e 8,586 9,807
OBNES ..t e (56,787) (26,617)

Net cash provided by operating aCtiVitieS.........coovveiriiiineiereeesese s 89,275 83,972

Investing activities:
Purchases of investments and 10anS MadE ...........ccocvireirininirenee e (408,925) (425,779)
Sales of investments and receipts from repayment of 10anS.........ccccoveveeerenncesencnne 139,880 372,965
MaLUrItIES Of INVESIMENES ......eeeeeeei ettt e e eee e e e e e e e e e s e e sae e e e e s s s esaeeeeseannnns 33,727 45,673
Net change in short-term iNVESIMENES. ..o 159,221 (181,132)
Change in deposit in SEPArate aCCOUNE.........ccveeieveeriereeeesie s ere s ennes (636) (1,546)
Net cash used by investing aCtiVities...........ccccceeieevicecceeccee e (76,733) (189,819)
Financing activities:

Deposits to policyholder BCCOUNES.........coeririreiererere e 21,866 122,763
Withdrawal s from policyholder aCCOUNLS..........ccoieeiereieeereree e (34,557) (28,010)
Borrowings under revolving credit facility ..o 38,000 25,000
Principal payments under revolving credit facility ........cccovveniniineicrreceeee (4,000) (2,000)
Redemption of junior subordinated deferrable interest debentures...........ccccoceevenneee. (37,728) -
Other fiNANCING CHVITIES........eeiieeeeeee et sae s 4431 (11,786)
Net cash (used) provided by financing aCtivities..........cccveverveeerecensecescen (11,988) 105,967
INCTEASE IN CASN. ...ttt bbb e e b b s 554 120
Cash at beginning Of PEMOU.........ooririeee e e 48,204 28,493
Cash at end Of PEIOU .......coveeeiiiiee s $ 48758 $ 28,613

See notes to consolidated financial statements.
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DELPHI FINANCIAL GROUP, INC. AND SUBSIDIARIES
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Note A — Significant Accounting Policies

The financial statements of Delphi Financial Group, Inc. (the “Company,” which term includes the Company and its
consolidated subsidiaries unless the context indicates otherwise) included herein were prepared in conformity with accounting
principles generally accepted in the United States (“GAAP”) for interim financia information and with theinstructionsto Form
10-Q and Article 10 of Regulation S-X. Accordingly, they do not include all of the information and footnotes required by
GAAP for complete financial statements. The information furnished includes al adjustments and accruals of a normal
recurring nature, which are in the opinion of management, necessary for afair presentation of results for the interim periods.
Certain reclassifications have been madein the March 31, 2006 consolidated financial statementsto conformto theMarch 31,
2007 presentation. Operating resultsfor the three months ended March 31, 2007 are not necessarily indicative of the results
that may be expected for the year ended December 31, 2007. For further information refer to the consolidated financial
statements and footnotes thereto included in the Company’s annual report on Form 10-K for the year ended December 31,
2006 (the “2006 Form 10-K”). Capitalized terms used herein without definition have the meanings ascribed to them in the
2006 Form 10-K.

Accounting Changes

Cost of Business Acquired. As of January 1, 2007, the Company adopted the American Ingtitute of Certified Public
Accountants Statement of Position (“SOP”) 05-1, “Accounting by Insurance Enterprises for Deferred Acquisition Costsin
Connection With Modifications or Exchanges of Insurance Contracts.” SOP 05-1 provides accounting guidance for deferred
policy acquisition costs associated with internal replacements of insurance and investment contracts not addressed by previous
guidance, including group insurance contracts. This statement defines an internal replacement as a modification in product
benefits, features, rights, or coverages that occurs by the exchange of a contract for a new contract, or by amendment,
endorsement or rider to a contract, or by the election of a feature or coverage within a contract. Internal replacement
transactionsthat are determined to result in substantial changesto the replaced contracts are accounted for as extinguishments
of the replaced contracts, and any unamortized deferred acquisition costs and other balancesrel ated to the replaced contracts
areimmediately recognized asexpensein theincome statement. Internal replacement transactionsthat are determined to result
in replacement contractsthat are substantially unchanged from the replaced contract are accounted for as continuations of the
replaced contracts. Unamortized deferred acquisition costs and unearned revenue liabilities related to the replaced contract
continueto be deferred and amortized in connection with the replacement contracts. Any costs associated with theissuance of
the replacement contracts are characterized as maintenance costs and expensed asincurred. The Company made an after-tax
reduction to itsretained earnings at January 1, 2007, the date of adoption of SOP 05-1, in the amount of $82.6 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.

Fair Value Measurements. Asof January 1, 2007, the Company adopted Financial Accounting Standards Board (“FASB”)
Statement of Financial Accounting Standards (“SFAS”) No. 155, “Accounting for Certain Hybrid Financial Instruments— an
amendment of SFAS No. 133 and SFAS No. 140,” which is effective for all financial instruments acquired or issued after
January 1, 2007. Thisstandard (a) permits fair value remeasurement of an entire hybrid financial instrument that contains an
embedded derivative that otherwisewould require bifurcation; (b) clarifieswhich interest-only and principal-only securitiesare
not subject to the requirements of SFAS No. 133; (c) establishes a requirement to evaluate interests in securitized financial
assetsto identify interests that are freestanding derivatives or that are hybrid financial instruments that contain an embedded
derivative requiring bifurcation; (d) clarifies that concentrations of credit risk in the form of subordination are not embedded
derivatives, and (€) amends SFAS No. 140 to eliminate restrictions on aqualifying special purpose entity’s ability to hold a
passive derivative financial instrument that pertainsto beneficial intereststhat are or contain aderivative financial instrument.
The adoption of SFAS No. 155 did not have amaterial effect on the Company’ sfinancia condition or results of operations.

Income Taxes. As of January 1, 2007, the Company adopted FASB Interpretation (“FIN") No. 48, “Accounting for
Uncertainty in Income Taxes—aninterpretation of SFASNo. 109.” FIN No. 48 clarifiesthe accounting for uncertainty in tax
positionstaken or expected to be taken by acompany in atax return by prescribing afinancia statement recognition threshold
and measurement attribute for such positions. The Interpretation appliesto positionsfor all open tax years. The Company’s
tax yearsthrough 2002 are closed to further assessment by the Internal Revenue Service. FIN No. 48 requiresthat companies
recoghize the impact of the tax position if that position is more likely than not of being sustained on audit, based on the
technical merits of the position. Thisinterpretation aso provides guidance on classification, interest, penalties, accountingin
interim periods and disclosure. The adoption of FIN No. 48 did not have a materia effect on the Company’s financia
condition or results of operations.
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DELPHI FINANCIAL GROUP, INC. AND SUBSIDIARIES
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS- (Continued)
(Unaudited)

Note A — Significant Accounting Policies— (Continued)
Recently Issued Accounting Standards

In September 2006, the FASB issued SFAS No. 157, “Fair Vaue Measurements’, which addresses the manner in which fair
value should be measured under GAAP. SFAS No. 157 provides a common definition of fair value and establishes a
framework that fair value measures should follow under GAAP, but this statement does not supersede existing guidance on
when fair value measures should be used. This standard will & so require companies to disclose the extent to which they
measure assets and liabilities at fair value, the methods and assumptions they use to measure fair value, and the effect of fair
value measures on their earnings. This statement is effective for financia statements issued for fiscal years beginning after
November 15, 2007. The Company has not yet determined theimpact, if any, that the adoption of SFAS No. 157 will haveon
its consolidated financia position or results of operations.

In February 2007, the FASB issued SFAS No. 159, “The Fair Vaue Option for Financial Assets and Financial Liabilities’.
SFASNo. 159 allows entitiesto voluntarily choose, at specified election dates, to measure many financial assetsand financial
liabilities (as well as certain nonfinancial instruments that are similar to financial instruments) at fair value (the “fair value
option”). The election ismade on an instrument-by-instrument basisand isirrevocable. Uponinitial adoption, SFASNo. 159
provides entities with a one-time chance to elect the fair value option for existing eligibleitems, and any differences between
the carrying amount of the selected item and itsfair value as of the effective date should be included in the cumul ative-effect
adjustment to beginning retained earnings and all subsequent changesin fair value for theinstrument el ected shall bereported
in earnings. By electing the fair value option, an entity can achieve consistent accounting for related assets and liabilities
without having to apply complex hedge accounting provisions. Thisstatement i s effective as of the beginning of an entity’ sfirst
fiscal year that begins after November 15, 2007. Earlier adoption of the statement is permitted upon satisfaction of certain
conditions. The Company has not yet made a decision on whether to use the fair value option with respect to any of itseligible
financial or nonfinancial instruments.

Note B — I nvestments

At March 31, 2007, the Company had fixed maturity securities available for sale with a carrying value and a fair value of
$3,539.7 million and an amortized cost of $3,505.9 million. At December 31, 2006, the Company had fixed maturity securities
available for sale with a carrying value and afair value of $3,377.6 million and an amortized cost of $3,340.8 million.

Note C — Redemption of Junior Subordinated Deferrable Interest Debentures underlying the Company-Obligated
Mandatorily Redeemable Capital Securities of Delphi Funding L.L.C.

In 1997, Delphi Funding L.L.C. (“Delphi Funding”) issued $100.0 million liquidation amount of 9.31% Capital Securities,
Series A (the “Capita Securities’) in a public offering. In connection with the issuance of the Capital Securities and the
related purchase by the Company of all of the common limited liability company interests of Delphi Funding, the Company
issued to Delphi Funding $103.1 million principal amount of 9.31% junior subordinated deferrableinterest debentures, Series
A, due 2027 (the “Junior Debentures’). During 2001, the Company repurchased $64.0 million liquidation amount of the
Capita Securities in the open market.

On March 27, 2007, Delphi Funding redeemed the remaining $36.0 million liquidation amount of Capital Securities
concurrently with the redemption by the Company of the underlying Junior Debentures held by Delphi Funding. The
redemption pricewas $1,046.55 per Capital Security plus accrued dividends. Asaresult, the $103.1 million principal amount
of the Junior Debentures ceased to be outstanding and dividends on the Junior Debentures ceased to accrue. The Company
recognized a pre-tax loss of $2.2 million on the redemption. The Company utilized borrowings under its Amended Credlit
Agreement and cash on hand to fund such redemption.



DELPHI FINANCIAL GROUP, INC. AND SUBSIDIARIES

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

(Unaudited)

Note D — Segment Information

Revenues:
Group employee DENEfit PrOdUCES........c.cveiiiierr e
ASSEL BCCUMUIELTON PrOTUCES ...c..eviieiiieisiesieie ettt bbbt be e
ONEE @ ettt ee e ee e ee e

Net realized INVESIMENT IOSSES.......ccviiiiiere ettt s e e st e e s s e e saenneenes
Loss on redemption of junior subordinated deferrable interest debentures..........cooceevevriennnne

Operating income:
Group employee DENEFit PrOdUCES ......cc.oveiiiiireiec e
ASSEL BCCUMUIEETON PrOTUCES ...ttt sttt enas
ONEE ) e s e n e s

Net realized INVESIMENT IOSSES.......ccviiiiiere ettt st st sae st esse e e saesneenes
Loss on redemption of junior subordinated deferrable interest debentures..........cooevevevriennnne

Three Months Ended
March 31,
2007 2006
(dollarsin thousands)

$356,077 $290,268
27,693 23,107
9,780 8,613
393,550 321,988

(382)  (1,251)
(2.192) -
$390,976 $320,737

$ 63759 $ 51,056
8,311 6,968
(7.283) _ (3.415)
64,787 54,609

(382)  (1,251)
(2.192) -
$ 62213 $ 53358

(1) Primarily consists of operations from integrated disability and absence management services and certain corporate activities.

Note E — Compr ehensive ncome

Total comprehensive income is comprised of net income and other comprehensive income, which includes the change in
unrealized gains and losses on securities available for sale, change in net periodic pension cost and the change in the loss on
the cash flow hedge described in the 2006 Form 10-K. Total comprehensiveincome was $40.0 million and $10.0 million for

the first three months of 2007 and 2006, respectively.



DELPHI FINANCIAL GROUP, INC. AND SUBSIDIARIES
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS- (Continued)
(Unaudited)

Note F — Stock-Based Compensation

Effective January 1, 2006, the Company adopted SFAS No. 123 (Revised) (“123R"), “Share based payments’ using the
modified prospective transition method, under which compensation cost is recognized for all new awardsgranted after the date
of adoption and any unvested awards previously granted for which expenseswere not being recognized under SFASNo. 123.
SFAS No. 123R &l so requires the Company to reflect the tax savings resulting from tax deductionsin excess of expense asa
financing cash flow in its statement of cash flows rather than as an operating cash flow asin prior periods. These cash flows
were not material to the Company’s consolidated statements of cash flows for the three months ended March 31, 2007 and
2006.

The Company recogni zed stock-based compensation expenses of $2.2 million and $1.8 millioninthefirst quarter of 2007 and
2006, respectively. The remaining unrecognized compensation expense related to unvested awards at March 31, 2007 was
$17.7 million and the weighted-average period of time over which this expense will be recognized is 3 years.

The fair values of options were estimated at the grant date using the Black-Scholes option pricing model with the following
assumptions for the first quarter of 2007: expected volatility — 19.7%, expected dividends — 0.8%, expected lives of the
options—6.5 yearsand therisk free rate—4.7%. The following assumptionswere used for thefirst quarter of 2006: expected
volatility — 24.8%, expected dividends — 0.9%, expected lives of the options — 6.5 years and the risk free rate — 4.6%.

The expected volatility reflectsthe Company’ s past monthly stock pricevolatility. The expected life of optionsgranted inthe
first quarter of 2007 and 2006 were calculated using the “simplified method” in accordance with Staff Accounting Bulletin
107. Thedividend yield is based on the Company’s historical dividend payments. The risk-freerateis derived from public
data sources at the time of the grant. Compensation cost is recognized over the expected life of the option using the straight-
line method.

Option activity with respect to the Company’s plans, excluding the performance-contingent incentive options referenced
further below, was as follows:

Weighted
Weighted Average Aggregate
Number Average Remaining Intrinsic
of Exercise Contractual Vaue
Options Options Price Term ($000)
Outstanding at January 1, 2007..........cccoeevueeeereesrereieerenens 3,552,668 $ 20093
(€= 011 o [T ST SUPTR 356,052 40.83
EXErCISE ...t e (184,757) 14.06
Forfaited .......oooeeeeeeee e (2,850) 30.75
Outstanding at March 31, 2007.........cccceeeeeeveseseeeeseeenen 3,721,113 23.17 48 $ 63473
Exercisable at March 31, 2007 ........ccceeveeeeeeeeeeeeeeeeee 2575898 $ 1833 2.9 $ 56,420

The weighted average grant datefair value of optionsgranted during thefirst quarter of 2007 and 2006 was $11.88 and $10.12,
respectively. The cash proceedsfrom stock options exercised were $4.2 million and $3.8 million for thefirst quarter of 2007
and 2006, respectively. The total intrinsic value of options exercised during the first quarter of 2007 and 2006 was $5.6
million and $6.3 million, respectively.

At March 31, 2007, 3,543,750 performance contingent incentive options were outstanding with aweighted average exercise
priceof $24.21, aweighted average contractual term of 6.8 yearsand anintrinsic value of $56.8 million. 731,250 optionswith
aweighted average exercise price of $27.87, aweighted average contractual term of 7.1 years and an intrinsic value of $9.0
million were exercisable at March 31, 2007.
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DELPHI FINANCIAL GROUP, INC. AND SUBSIDIARIES
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS- (Continued)
(Unaudited)

Note G — Computation of Results per Share
Prior period results per share and applicable share amounts have been restated to reflect the 3-for-2 common stock split

distributed in the form of a 50% stock dividend on June 1, 2006. The following table sets forth the calculation of basic and
diluted results per share (dollars in thousands, except per share data):

Three Months Ended
March 31,
2007 2006
Numerator:
INcome from CONtiNUING OPEIGHIONS. .......cveviurieieeeesieeseeteesieesseesesteesessesaeseessesessesessssesessesenens $39,194 $32,832
Loss from discontinued operations, net of income tax benefit ..........cocovevevninininencnnsnn - (10
AL oo 0 1SS $39,194 $32,822
Denominator:
Weighted average common Shares OULSLANAING........coveveiiinininieieie s 50,177 49,479
Effect of dilutive securities 1,290 1,346
Weighted average common shares outstanding, assuming dilution.............ccoccevovrenvieeiennnnen. 51,467 50,825
Basic results per share of common stock:
Income from CONtiNUING OPEraiONS. ........coueeieierieeeeeeeeee e e see st eree e sreeseeseeereeneesseeneeneesneenean $ 078 $ 066
Loss from discontinued operations, net of income tax benefit ... - -
INEE INCOMIE ...ttt bbbt b e et s bbb bttt bbb et $ 078 $ 066
Diluted results per share of common stock:
INcome from CONtiNUING OPEIGHIONS. .......c.eviveierieeeesieeseeteesieesseesessesesesresaeseessesessesessssesessesanens $ 076 $ 065
Loss from discontinued operations, net of income tax benefit ... - -
INEE INCOME ...ttt sttt sttt e bt e s e bese et ebe st e bessebeae b e e s esene et e e etesssnesenserenas $ 076 $ 065
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DELPHI FINANCIAL GROUP, INC.
ITEM 2. MANAGEMENT’SDISCUSSION AND ANALYSISOF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Introduction

The Company, through its subsidiaries, underwrites a diverse portfolio of group employee benefit products, primarily group
life, disability, and excessworkers' compensation insurance. Revenuesfromthisgroup of productsare primarily comprised of
earned premiums and investment income. The profitability of group employee benefit productsis 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 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 is
continuing to experience favorable market conditions for its excess workers' compensation products due to high primary
workers' compensation rates. For its other group employee benefit products, the Company is continuing to increase the size of
its sales force in order 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 empl oyee benefits, which the Company believes to offer opportunitiesfor
superior profitability.

The Company also operates an asset accumul ation business that focuses primarily on offering fixed annuitiestoindividuas. In
addition, during thefirst 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 principal amount. The Company believes that the
funding agreement program enhances the Company’s asset accumulation business by providing an alternative source of
distribution for this business. The Company’s liability for the funding agreements is recorded in policyholder account
balances. Deposits from the Company’s asset accumulation business are recorded as liabilities rather than as premiums.
Revenuesfrom the Company’ s asset accumulation business are primarily comprised of investment income earned on thefunds
under management. The profitability of asset accumulation productsis primarily dependent on the spread achieved between
thereturn on investments and the interest credited to holders of these products. The Company setsthe 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.

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 Statementsand related notesincluded in thisdocument, aswell asthe Company’s
annual report on Form 10-K for the year ended December 31, 2006 (the “2006 Form 10-K”). Capitalized terms used herein
without definition have the meanings ascribed to them in the 2006 Form 10-K. The preparation of financial statementsin
conformity with GAAP requires management, in someinstances, to make judgments about the application of these principles.
The amounts of assetsand liabilities at the date of thefinancial 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 contained in the 2006 Form 10-K in the section entitled “Management’s Discussion and Analysis of Financial
Condition and Results of Operations - Critical Accounting Policiesand Estimates’ and should be read in conjunction with the
following discussion and analysis of results of operationsand financial condition of the Company. Inaddition, adiscussion 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 below under the caption “ Forward-Looking Statements And Cautionary
Statements Regarding Certain Factors That May Affect Future Results,” in Part I, Item 1A of the 2006 Form 10-K, “Risk
Factors’ and Part 11, Item 1A of this Quarterly Report, “Risk Factors’.
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Results of Operations

Summary of Results. Net income was $39.2 million, or $0.76 per diluted share, in thefirst quarter of 2007 as compared to
$32.8 million, or $0.65 per diluted share, in the first quarter of 2006. Net income in the first quarter of 2007 and 2006
included realized investment losses (net of the related income tax benefit) of $0.2 million, or $0.00 per diluted share, and $0.8
million, or $0.01 per diluted share, respectively. Netincomein thefirst quarter of 2007 benefited from growth inincomefrom
the Company’s core group employee benefit products, increased product spreads on the Company’s asset accumulation
products and an increase in net investment income, and was adversely impacted by a loss on the redemption of junior
subordinated deferrable interest debentures. Core group employee benefit products include group life, disability, excess
workers' compensation, travel accident and dental insurance. Premiums from these core group employee benefit products
increased 19% in the first quarter of 2007 and the combined ratio (loss ratio plus expense ratio) for these products was
modestly lower than in the first quarter of 2006. Net investment incomein thefirst quarter of 2007, whichincreased 21% from
the first quarter of 2006, reflects a 14% increase in average invested assets and an increase in the tax equivalent weighted
average annualized yield to 6.5% from 6.2%. During the first quarter of 2007, the Company recognized a loss (net of the
related income tax benefit) of $1.4 million, or $0.03 per diluted share from the redemption of the 9.31% junior subordinated
deferrable interest debentures underlying the 9.31% Capital Securities, Series A of Delphi Funding L.L.C.

Premium and Fee Income. Premium and fee income in the first quarter of 2007 was $322.2 million as compared to $263.0
millioninthefirst quarter of 2006, anincrease of 23%. Premiumsfrom core group employee benefit productsincreased 19%
to $299.6 million in thefirst quarter of 2007 from $251.0 million in the first quarter of 2006. Thisincrease reflects normal
growth in employment and salary levels for the Company’s existing customer base, price increases and new business
production. Premiums from excess workers' compensation insurance for self-insured employers increased 24% to $72.4
million in the first quarter of 2007 from $58.3 million in the first quarter of 2006. This increase was primarily due to the
demand for thisproduct asaresult of high primary workers' compensation rates. Excessworkers' compensation premiumsin
thefirst quarter of 2007 also included $3.5 million of 2006 policy year premiumsfrom Canadian policiesassumed by SNCCin
the first quarter of 2007 under the renewal rights agreement into which SNCC entered in 2005 (the “Renewal Rights
Agreement”), pursuant to Canadian regulatory approval received inthe quarter. SNCC has substantially maintained itspricing
on its 2007 renewals and SIRs on average are up modestly in 2007 new and renewal policies, excluding Canadian policies.
Excessworkers' compensation new business production, which represents the amount of new annualized premium sold, was
$14.5 million in thefirst quarter of 2007 compared to $24.6 million in the first quarter of 2006, which included new business
production of $12.2 million from the Renewal Rights Agreement. The retention of existing customersin first quarter of 2007
remai ned strong. Premiumsfrom the Company’ s ather core group employee benefit productsincreased 18% to $227.2 million
in the first quarter of 2007 from $192.7 million in the first quarter of 2006, primarily reflecting new business production,
improved retention of existing customers, adecrease in premiums ceded by the Company to reinsurersfor these productsand a
17%increasein premiumsfrom the Company’ s group disability products. During thefirst quarter of 2007, premiumsfromthe
Company’s group disability productsincreased to $124.9 million from $106.8 million in thefirst quarter of 2006, reflecting
new business production and substantia growth in the Company’ sturnkey disability business. New business production for the
Company’s other core group employee benefit products increased 47% to $65.0 million in the first quarter of 2007 as
compared to $44.4 million in thefirst quarter of 2006, reflecting growth in the Company’ s suite of voluntary group insurance
products and in its integrated employee benefits program. New business production includes only directly written business,
and does not include premiums from the Company’ sturnkey disability business. Thelevel of production achieved fromthese
other core group employee benefit products al so reflectsthe Company’ sfocus on the small case niche (insured groupsof 10to
500 individuals). The Company continued to implement price increases for certain existing group disability and group life
insurance customers.

Non-core group employee benefit products include LPTs, primary workers' compensation, bail bond insurance, workers
compensation reinsurance and reinsurance facilities. Premiums from non-core group employee benefit products were $14.2
million in the first quarter of 2007 as compared to $4.5 million in the first quarter of 2006, primarily due to a higher level of
premium from LPTs, which are episodic in nature.

Deposits from the Company’s asset accumulation products were $19.5 million in the first quarter of 2007 as compared to
$121.0 million in the first quarter of 2006. This decrease in deposits is primarily due to the issuance of $100.0 millionin
aggregate principal amount of fixed and floating rate funding agreements during the first quarter of 2006 under the Company’s
new program under which funding agreement-backed notes are issued to institutional investors by an unconsolidated special
purpose vehicle which usesthe proceeds to purchase from the Company funding agreements having terms substantially similar
to those of the notes. Depositsfrom the Company’ s asset accumulation products, consisting of new annuity salesand i ssuances
of funding agreements, are recorded as liabilities rather than as premiums.
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Net Investment Income. Net investment incomein thefirst quarter of 2007 was $71.3 million as compared to $59.0 millionin
thefirst quarter of 2006, an increase of 21%. Thelevel of net investment incomein the 2007 period reflectsa 14% increasein
averageinvested assetsto $4,531.9 million inthefirst quarter of 2007 from $3,965.3 million in thefirst quarter of 2006 and an
increase in the tax equivalent weighted average annualized yield. The tax equivalent weighted average annualized yield on
invested assetswas 6.5% and 6.2% in the first quarters of 2007 and 2006, respectively.

Net Realized Investment Losses. Net realized investment losses were $0.4 million in the first quarter of 2007 as compared to
$1.3 million in the first quarter of 2006. The Company’s investment strategy results in periodic sales of securities and,
therefore, the recognition of realized investment gains and losses. During the first quarter of 2007, the Company recognized
net gains of $1.0 million on the sales of securities as compared to net losses of $0.6 million, during the first quarter of 2006.
The Company monitorsitsinvestments on an ongoing basis. When the market value of a security declines below its cost, and
management judges the decline to be other than temporary, the security is written down to fair value, and the decline is
reported as arealized investment loss. Inthefirst quartersof 2007 and 2006, the Company recognized $1.4 million and $0.7
million, respectively, of losses dueto the other than temporary declinesin the market values of certain fixed maturity securities.

The Company may recognize additional losses of thistypein thefuture. The Company anticipatesthat if certain other existing
declines in security values are determined to be other than temporary, it may recognize additional investment losses in the
range of $5 million to $10 million, on an after-tax basis, with respect to the relevant securities. However, the extent of any
such losses will depend on future market developments and changes in security values, and such |osses may be outside this
range. The Company continuously monitors the affected securities pursuant to its procedures for evaluation for other than
temporary impairment in valuation, which are described in the section entitled “Management’s Discussion and Analysis of
Financia Condition and Results of Operations - Critical Accounting Policies and Estimates - Investments’ inthe 2006 Form
10-K. Itisnot possible to predict the extent of any future changesin value, positive or negative, or the results of the future
application of these procedures, with respect to these securities. There can be no assurance that the Company will realize
investment gains in the future in an amount sufficient to offset any such losses.

Loss on Redemption of Junior Subordinated Deferrable Interest Debentures. During the first quarter of 2007, the Company
recognized a pre-tax loss of $2.2 million from the redemption of the 9.31% junior subordinated deferrableinterest debentures
(“Junior Debentures”) underlying the 9.31% Capital Securities, Series A (“Capital Securities’) of Delphi FundingL.L.C. On
March 27, 2007, Delphi Funding L.L.C. redeemed the remaining $36.0 million liquidation amount of Capital Securities
concurrently with the redemption by the Company of the underlying Junior Debentures held by Delphi Funding L.L.C. The
redemption pricewas $1,046.55 per Capital Security plus accrued dividends. Asaresult, the $103.1 million principal amount
of the Junior Debentures ceased to be outstanding and dividends on the Junior Debentures ceased to accrue.

Benefits and Expenses. Policyholder benefits and expenses were $328.8 million in the first quarter of 2007 as compared to
$267.4 millioninthefirst quarter of 2006, an incresse of 23%. Thisincrease primarily reflectstheincreasein premiumsfrom
the Company’ sgroup employee benefit products discussed above, and does not reflect any significant additionsto reservesfor
prior years' claimsand claim expenses. However, there can be no assurance that future periodswill not include additionsto
reserves of this type, which will depend on the Company’s future loss development. |f the Company were to experience
significant adverseloss development in the future, the Company’ sresults of operations could be materially adversely affected.
The combined ratio (lossratio plusexpenseratio) for the Company’ s group empl oyee benefits products decreased t0 93.2%in
the first quarter of 2007 from 93.7% in the first quarter of 2006. The weighted average annualized crediting rate on the
Company’ sasset accumul ation products, which reflectsthe effects of thefirst year bonuscrediting rate on certain newly issued
products, was 4.3% and 4.5% in the first quarters of 2007 and 2006, respectively.

Income Tax Expense. Income tax expense was $16.7 million in the first quarter of 2007 as compared to $14.6 millionin the
first quarter of 2006. The Company’s effectivetax rate was 30.0% inthefirst quarter of 2007 and 30.7% in thefirst quarter of
2006.

Liquidity and Capital Resources

General. The Company had approximately $110.3 million of financial resources available at the holding company level at
March 31, 2007, which were primarily comprised of investments in the common stock of its investment subsidiaries,
investmentsin limited partnerships and limited liability companies and short-term investments. The assets of the investment
subsidiaries are primarily invested in limited partnerships and limited liability companies. Other sources of liquidity at the
holding company level include dividends paid from subsidiaries, primarily generated from operating cash flows and
investments. The Company’ sinsurance subsidiarieswould be permitted, without prior regulatory approval, to make dividends
paymentstotaling $83.7 million during 2007, of which $1.8 million has been paid to the holding company during thefirst three
months of 2007. In general, dividends from the company’ s non-insurance subsidiaries are not subject to regulatory or other
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restrictions. A shelf registration statement is also in effect under which securities yielding proceeds of up to $106.2 million
may be issued by the Company.

During the first quarter of 2007, the Company recognized a pre-tax loss of $2.2 million from the redemption of the Junior
Debentures underlying the Capital Securitiesof Delphi FundingL.L.C. OnMarch 27, 2007, Delphi Funding L.L.C. redeemed
the remaining $36.0 million liquidation amount of Capital Securities concurrently with the redemption by the Company of the
underlying Junior Debentures held by Delphi Funding L.L.C. The redemption price was $1,046.55 per Capita Security plus
accrued dividends. Asaresult, the $103.1 million principal amount of the Junior Debentures ceased to be outstanding and
dividends on the Junior Debentures ceased to accrue. The Company utilized borrowingsunder its Amended Credit Agreement
and cash on hand to fund such redemption. At March 31, 2007, the Company had $96.0 million of borrowings available under
the Amended Credit Agreement.

The Company’ scurrent liquidity needs, in addition to funding its operating expenses, include principal and interest payments
on outstanding borrowings under the Amended Credit Agreement, interest payments on the 2033 Senior Notes, and
distributions on the 2003 Capital Securities. The maximum amount of borrowings under the Amended Credit Agreement,
which expiresin October 2011, is $250.0 million. The 2033 Senior Notes mature in their entirety in May 2033 and are not
subject to any sinking fund requirements but are redeemable by the Company at par at any time on or after May 15, 2008. The
junior subordinated deferrable interest debentures underlying the 2003 Capital Securities are redeemable, inwholeor in part,
beginning May 15, 2008.

On May 9, 2007, the Company’s Board of Directors declared a cash dividend of $0.09 per share, which will be paid on the
Company’s Class A Common Stock and Class B Common Stock on June 6, 2007.

The Company and its subsidiaries expect available sources of liquidity to exceed their current and long-term cash
requirements.

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 fluctuationsin interest rates. The Company’ sinvestment portfolio, which totaled $4.7
billion at March 31, 2007, consists primarily of investmentsin fixed maturity securities, mortgageloans, investmentsin limited
partnerships, equity securities, trading account securities, investments in limited liability companies and short-term
investments. During the first quarter of 2007, the market value of the Company’s investment portfolio, in relation to its
amortized cost, decreased by $2.2 million from year-end 2006, before related changesin the cost of business acquired of $2.7
million and the income tax provision of $0.2 million. In addition, the Company recognized pre-tax net investment losses of
$0.4 millioninthefirst quarter of 2007. Theweighted average credit rating of the securitiesin the Company’ sfixed maturity
portfolio having ratings by Standard & Poor’s Corporation was“AA” at March 31, 2007. Whileratings of thistype address
credit risk, they do not address other risks, such as prepayment and extension risks. See “Forward-L ooking Statements and
Cautionary Statements Regarding Certain Factors That May Affect Future Results,” Part |, Item 1A of the 2006 Form 10-K,
“Risk Factors’ for adiscussion of various risks relating to the Company’ s investment portfolio.

Reinsurance. The Company cedes portions of the risks relating to its group employee benefit products and variable life
insurance products under indemnity reinsurance agreements with various unaffiliated reinsurers. The Company pays
reinsurance premiums which are generally based upon specified percentages of the Company’s premiums on the business
reinsured. These agreements expire at variousintervalsasto new risks, and replacement agreements are negotiated on terms
believed appropriatein light of current market conditions. During 2005, the Company entered into areinsurance arrangement
under which the Company cedes 30% of its excessworkers' compensation risks between $100.0 million and $150.0 million,
per occurrence. During 2006, the Company entered into a reinsurance arrangement under which the Company cedes a
substantial majority in proportionate amount of the risks between $100.0 million and $150.0 million, per occurrence. This
change has increased the reinsurance premiums paid by the Company for these products. Effective January 1, 2007, the
Company cedesthrough indemnity reinsurance risksin excess of $200,000 (compared to $150,000 previously) per individual
and type of coverage for new and existing employer-paid group life insurance policies.

Cash Flows. Operating activities increased cash by $89.3 million and $84.0 million in the first quarters of 2007 and 2006,
respectively. Net investing activities used $76.7 million of cash during thefirst quarter of 2007 primarily for the purchase of
securities, and financing activities used $12.0 million of cash principally due to the redemption by the Company of the Junior
Debentures held by Delphi Funding L.L.C.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk

There have been no materia changesin the Company’ s exposure to market risk or itsmanagement of such risk since December
31, 2006.

Item 4. 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 (“CEQ”) and 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 regul ations of the Securities and
Exchange Commission). Based on that evaluation, the Company’ s management, including the CEO and Vice President and
Treasurer, concluded that the Company’ s disclosure controls and procedures were effective. There were no changes in the
Company’sinternal control over financial reporting during the fiscal quarter to which thisreport relates that have materially
affected, or are reasonably likely to materialy affect, the Company’sinternal control over financial reporting.

Forwar d-L ooking Statements And Cautionary StatementsRegarding Certain FactorsThat M ay Affect FutureResults

In connection with, and becauseit desiresto take advantage of, the“ safe harbor” provisionsof the Private SecuritiesLitigation
Reform Act of 1995, the Company cautions readers regarding certain forward-looking statementsin the above “Management’s
Discussion and Analysis of Financial Condition and Results of Operations’ and el sewherein thisForm 10-Q 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” or other similar
expressions. Forward-looking statements are necessarily based upon estimates and assumptionsthat areinherently 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 contingenciesinclude, among other important factors, those affecting theinsurance 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 and tax laws and regulations, changes in accounting rules and
interpretati ons thereof, market pricing and competitive trends rel ating to insurance products and services, acts of terrorism or
war, and the availability and cost of reinsurance, and those relating specifically to the Company’ sbusiness, such asthelevd of
itsinsurance premiums and fee income, the claims experience, persistency and other factors affecting the profitability of its
insurance products, the performance of itsinvestment portfolio and changesin the Company’ sinvestment strategy, acquisitions
of companies or blocks of business, and ratings by major rating organi zations of the Company and itsinsurance subsidiaries.
These uncertainties and contingencies can affect actual results and could cause actual resultsto 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 |, Item 1A of the 2006 Form 10-K, “Risk Factors’ and Part 11, Item 1A of
this Quarterly Report, “Risk Factors’. The Company disclaims any obligation to update forward-looking information.

PART Il. OTHER INFORMATION

Item 1A. Risk Factors

Thefollowing discussion, which supplements the significant factors that may affect our business and operations described in Part 1,
Item 1A of the 2006 Form 10-K, “Risk Factors’, updates and supercedes the discussion contained therein relating to thisrisk factor.

TheCompany’sfinancial position and resultsof oper ationsmay be adver sely impacted by changesin accounting
rulesand in theinterpretations 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. Changesin the applicable GAAP or statutory accounting rules, or in theinterpretations of such rules,
may adversely affect the Company’s and such subsidiaries’ reported financial condition and results of operations.

As of January 1, 2007, the Company adopted the American Institute of Certified Public Accountants Statement of Position
(“SOP") 05-1, “Accounting by Insurance Enterprises for Deferred Acquisition Costs in Connection With Modifications or
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Exchanges of Insurance Contracts.” SOP 05-1 provides accounting guidance for deferred policy acquisition costs associated
with internal replacements of insurance and investment contracts not addressed by previous guidance, including group
insurance contracts. 1t definesaninternal replacement asamodification in product benefits, features, rights, or coveragesthat
occurs by the exchange of a contract for a new contract, or by amendment, endorsement or rider to a contract, or by the
election of afeature or coverage within acontract. The after-tax reduction to the Company’ sretained earningsresulting from
the adoption of SOP 05-1 on January 1, 2007 was in the amount of $82.6 million, which represents the net reduction in the
deferred policy acquisition cost frominternal replacementsincluded in cost of business acquired on the consolidated balance
sheet. However, these matters involve a significant degree of interpretive judgment, and the Company’s interpretation is
subject to future change due to the issuance of further accounting guidance regarding SOP 05-1 or its application by the
accounting industry. It istherefore possible that this reduction will be adjusted, either upward or downward, in the event of
such achange. An upward adjustment could materially adversely affect the Company’s consolidated financia position; in
addition, changesrequired by future accounting guidance regarding SOP 05-1 or itsimplementation could materially adversely
affect the Company’s results of operations.

Item 6. Exhibits
10.1 Second Amended and Restated Directors Stock Plan

10.2 Reliance Standard Life Insurance Company Amended and Restated Management I ncentive Compensation
Plan

10.3 2007 Exhibits to the Reliance Standard Life Insurance Company Amended and Restated Management
Incentive Compensation Plan

11.1  Computation of Results per Share of Common Stock (incorporated by referenceto Note G to the Consolidated
Financial Statementsincluded elsewhere herein)

31.1 Certification by the Chairman of the Board and Chief Executive Officer of Periodic Report Pursuant to Rule
13a-14(a) or 15d-14(a)

31.2 Certification by the Vice President and Treasurer of Periodic Report Pursuant to Rule 13a-14(a) or 15d-14(a)

32.1 Certification of Periodic Report Pursuant to 18 U.S.C. Section 1350 as Adopted Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused thisreport to be signed on
its behalf by the undersigned thereunto duly authorized.

DELPHI FINANCIAL GROUP, INC. (Registrant)

/d ROBERT ROSENKRANZ

Robert Rosenkranz

Chairman of the Board and Chief Executive Officer
(Principal Executive Officer)

IS THOMASW. BURGHART
Thomas W. Burghart

Vice President and Treasurer

(Principal Accounting and Financial Officer)

Date: May 10, 2007
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EXHIBIT 10.1

DELPHI FINANCIAL GROUP, INC.
SECOND AMENDED AND RESTATED DIRECTORS STOCK PLAN

Delphi Financial Group, Inc. (the "Company") has adopted the Second Amended
and Restated Delphi Financial Group, Inc. Directors Stock Plan effective April 1, 2003, subject
to the approval of the stockholders of the Company. This Plan amends and restates the Com-
pany’s Amended and Restated Directors Plan, as amended.

1. PURPOSE

This Amended and Restated Directors Stock Plan (the "Plan”) isintended to in-
crease the proprietary interest in Delphi Financial Group, Inc. (the "Company") of outside direc-
tors of the Company, i.e., directors who are not officers or employees of the Company or its sub-
sidiaries, whose continued services are important to the continued success of the Company,
thereby providing them with additional incentive to continue to serve as directors. The Plan pro-
vides for the issuance of nonqualified stock options ("Options") and Restricted Shares, as set
forth below. The Plan shall be effective upon its approval by the stockholders of the Company
(as provided in Section 10 below).

2. ADMINISTRATION

Except as to discretionary grants of Options pursuant to Section 5(B), the Plan
shall be substantially self-executing. Such discretionary grants, and any administrative determi-
nations regarding the Plan that may be required to be made, shall be made pursuant to the af-
firmative vote of amajority of the members of a committee consisting of the members of the
Company's Board of Directors (the "Committee"'). All ministerial matters relating to the Plan
shall be performed by or at the direction of the Committee.

3. ELIGIBILITY

The persons who shall receive Options or Restricted Shares (the "Participants”)
shall be members of the Company's Board of Directors who are not officers or employees of the
Company or any of its subsidiaries ("Subsidiaries"), as that term is defined by Section 424(f) of
the Internal Revenue Code of 1986, as amended from time to time (the "Code"). Persons eligible
to be Participants are sometimes referred to herein as "Outside Directors.”

4. STOCK

The stock subject to the Options and Restricted Shares (collectively, the
“Awards’) shall be shares (the "Shares") of the Company's authorized but unissued or reacquired
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Class A common stock, par value $.01 per share. The aggregate number of Shares asto which
Awards may be granted shall not exceed 450,000. The limitation established by the preceding
sentence shall be subject to adjustment as provided in Section 5(F) of the Plan. In the event that
any outstanding Award under the Plan for any reason expires, terminates or is cancelled, the
Shares all ocabl e to the unexercised portion of an Option or the unvested portion of Restricted
Shares will again be available for Awards thereafter made under the Plan.

5. TERMSAND CONDITIONS OF AWARDS

A. Option Grants. Options shall automatically be granted under the Plan as
follows:

(i)  Onthefirst business day immediately following each date on which
the Company holds its annual meeting of stockholders (commencing with the 2007 meeting),
each Outside Director then in office will automatically be awarded as of such date Options
exercisable for a number of Shares determined pursuant to the following formula: Number of
Option Shares = ($100,000 multiplied by 3) divided by (Fair Market Value, asthat term is
defined in Section 5(C)(ii) hereof, as of the award date).

(i)  Each Outside Director shall, on the first business day following each
date on which such director is elected, re-elected or appointed, as applicable, to the Company's
Board of Directors (such following day, the "Award Date"), commencing with the el ections to
occur at the 2003 annual meeting of stockholders, be awarded Optionsin lieu of the cash amount
(the "Retainer Amount") that such director would be entitled to receive for serving as such in the
period from the Award Date up to the date of the Company's next following annual meeting of
stockholders, exclusive of meeting fees, fees for serving on any committee of the Board, or fees
associated with any other services provided to the Company or its Subsidiaries. Such Options
will be exercisable for the nearest number of whole Shares determined pursuant to the following
formula: Number of Option Shares = (Retainer Amount multiplied by 3), divided by (Fair
Market Value, as that term is defined in Section 5(C)(ii) hereof, as of the award date).
Notwithstanding the foregoing, Options will not be awarded pursuant to this Section 5(A)(ii) if
the Outside Director files with the Secretary of the Company, on or prior to the commencement
of the calendar year in which the applicable Award Date isto occur, awritten election not to
receive Optionsin lieu of the Retainer Amount (other than the first Award Date following
approval of the Plan and the Award Date following the date on which such director isfirst
elected or appointed, in which case such election may be made at any time prior to such Award
Date) and instead to receive either cash or Restricted Shares, as set forth below. The number of
Restricted Shares credited to an Outside Director who elects such Awards shall be the nearest
number of whole Shares determined by dividing the Retainer Amount (or, in the case of an
Outside Director who has elected to receive cash, the Retainer Amount to the extent it exceeds
the maximum cash payable) by the Fair Market Value of a Share on the Award Date.



B. Discretionary Option Grants. Without limiting the operation of Section
5(A) hereof, the Committee may also make discretionary Option grants to Outside Directors
hereunder. The Committee may determine in its discretion the Outside Directors to whom any
such Options are to be granted under this Plan, the number of Shares to be subject to each such
Option and the other terms and conditions of such Options, consistent with the terms of the Plan.

C. Termsof Options. Promptly after each award pursuant to Section 5(A) or
Section 5(B) hereof, a Notice of Award of Stock Option (an "Option Notice") shall be given to
each Optionee, which notice shall comply with and be subject to the following terms and
conditions:

(i)  Number of Shares. Each Option Notice shall state the number of
Sharesto which it pertains.

(i)  Option Price. Each Option Notice shall state the Option price per
Share, which shall be 100% of the Fair Market Value of a Share on the date of the grant of the
Option (the "Option Price"). For purposes hereof, "Fair Market Value" shall be the closing price
on the applicable date of a Share, as reported on the New Y ork Stock Exchange (the "NY SE"),
or, if the Shares are not then listed for trading on the NY SE, the closing price of the Shares as
reported on another recognized securities exchange or on the NASDAQ Nationa Market System
if the Shares shall then be listed on such exchange or system. If the Shares did not trade on the
award date on the NY SE or such other applicable exchange or system, the Fair Market Value for
purposes hereof shall be the reported closing price on the last business day on which the Shares
were traded preceding the award date.

(iti)  Payment of Option Price. The Option Notice may provide that the
Optionee may make payment of the Option Price in cash, Shares or such other consideration as
may be specified therein or as may be acceptabl e to the Committee, or any combination thereof,
in an amount or having an aggregate value, as the case may be, equa to the total Option Price.
Such payment shall be made upon exercise of the Option.

(iv) Term, Transferability and Exercisability of Options.

(@ Each Option Notice shall state the date on which the Option
shall expire (the "Expiration Date"), which shall be ten years from the date on which the Option
isawarded. Options are not assignable or transferable by an Optionee other than by will or the
laws of descent and distribution, or pursuant to a qualified domestic relations order as defined by
the Code or by Title | of the Employee Retirement Income Security Act, or the rules thereunder.
Notwithstanding the foregoing, if provided in the applicable Option Notice (at the time of grant
or at any time thereafter), an Option granted hereunder may be transferred for no consideration
by the Optionee to members of his or her immediate family, to atrust or trusts established for the
exclusive benefit only of one or more members of his or her immediate family or to a partnership
or other entity in which his or her immediate family members are the only partners or owners.
Any Option held by the transferee will continue to be subject to the same terms and conditions
that were applicable to the Option immediately prior to the transfer, except that the Option will
be transferable by the transferee only by will or the laws of descent and distribution. For pur-
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poses hereof, "immediate family" means the Optionee's children, stepchildren, grandchildren,
parents, stepparents, grandparents, spouse, siblings (including half brothers and sisters), in-laws,
and relationships arising because of legal adoption.

(b) Options granted pursuant to Section 5(A)(i) hereof shall be-
come exercisable in three equal annual installments of thirty-three and one-third percent (33
1/3%) each, beginning on the first day of May of ther year following the year in which the grant
ismade. Options granted pursuant to Section 5(A)(ii) hereof shall become exercisablein four
substantially equal installments (without taking into account any fractional share) on the dates
which follow the date of the grant by 90, 180, 270 and 360 days, respectively. Options granted
pursuant to Section 5(B) hereof shall become exercisable on such terms and conditions as are
established by the Committee and set forth in the Option Notice. Once Options with respect to
Shares become exercisable as aforesaid, they may be exercised in whole or in part from time to
time through the applicable Expiration Date, subject to the terms and conditions hereof. Upon or
in connection with a Change of Ownership, each Optionee shall have the right, immediately prior
to such Change of Ownership, to exercise his or her Options without regard to the foregoing in-
stallment provisions as to exercisability. For purposes of this Plan, a"Change of Ownership"
shall be deemed to have occurred (1) if individuals who, as of the effective date of this Plan, con-
stitute the Board of Directors of the Company (the "Board of Directors' generally and as of the
date hereof the "Incumbent Board") cease for any reason to constitute at least a majority of the
directors constituting the Board of Directors, provided that any person becoming a director sub-
sequent to the effective date of this Plan whose election, or nomination for election by the Com-
pany's shareholders, was approved by a vote of at |east three-quarters (3/4) of the then directors
who are members of the Incumbent Board (other than an election or nomination of an individual
whose initial assumption of officeis (A) in connection with the acquisition by athird person, in-
cluding a"group” as such termisused in Section 13(d)(3) of the Securities and Exchange Act of
1934, as amended (the "1934 Act"), of beneficial ownership, directly or indirectly, of 20% or
more of the combined voting securities ordinarily having the right to vote for the election of di-
rectors of the Company (unless such acquisition of beneficia ownership was approved by a ma-
jority of the Board of Directors who are members of the Incumbent Board), or (B) in connection
with an actual or threatened election contest relating to the e ection of the directors of the Com-
pany, as such terms are used in Rule 14a-11 of Regulation 14A promul gated under the 1934 Act)
shall be, for purposes of this Plan, considered as though such person were a member of the In-
cumbent Board; or (2) if the stockholders of the Company approve a merger, consolidation, re-
capitalization or reorganization of the Company, reverse split of any class of voting securities of
the Company, or an acquisition of securities or assets by the Company, or the sale or disposition
by the Company of all or substantially al of the Company's assets, or if any such transaction is
consummated without stockholder approval, other than any such transaction in which the holders
of outstanding Company voting securities immediately prior to the transaction receive, with re-
spect to such Company voting securities, voting securities of the surviving or transferee entity
representing more than 60 percent of the total voting power outstanding immediately after such
transaction, with the voting power of each such continuing holder relative to other such continu-
ing holders not substantially altered in the transaction; or (3) if the stockholders of the Company
approve a plan of complete liquidation of the Company.



(c) Atanytimeand from time to time when any Option or por-
tion thereof is exercisable, such Option or portion thereof may be exercised in whole or in part,
as applicable; provided, however, that the Company shall not be required to issue fractional
Shares.

(v) Termination of Service Except by Death, Disability, Retirement
or Removal for Cause. Inthe event that the Optionee shall cease to be an Outside Director for
any reason other than death, disability, retirement or removal for cause as further provided
herein, Options granted pursuant to Section 5(A)(i) and Section 5(B) hereof may be exercised
only within three (3) months after such termination of service or such longer period as may be
established by the Committee at the time of grant or thereafter. Sections 5(C)(vi) and 5(C)(viii)
hereof shall not be construed to limit the right of an Optionee (or, in the case of the death of an
Optionee, the persons referenced in the second sentence of Section 5(C)(vi)) to exercise Options
granted pursuant to Section 5(A)(ii) hereof prior to their Expiration Date. Notwithstanding
anything contained in this Plan to the contrary, any Option that is not exercisable on the last day
on which an Optioneeis an Outside Director shall, unless otherwise determined by the
Committeein its discretion in any particular instance, expire immediately, and in no event shall
any Option be exercised after its Expiration Date.

(vi) Death or Disability of Optionee. Inthe event an Optionee shall die
or become disabled while a director of the Company, al of such Optionee's outstanding Options
shall become exercisable, and all of such outstanding Options may be exercised at any time
within one (1) year after the Optionee's death or disability or such longer period as may be
established by the Committee at the time of grant or thereafter, but in no event may an Option be
exercised after its Expiration Date. During such one-year period, the Option may be exercised
by the Optionee or arepresentative, or in the case of death, by the executors or administrators of
the Optionee or by any person or persons who shall have acquired the Option directly from the
Optionee by bequest or inheritance. Whether an Optionee shall have become disabled for the
purposes of the Plan shall be determined by the Committee, which determination shall be fina
and conclusive.

(vii)  Removal for Cause. If an Optioneeisremoved as adirector of the
Company on account of any act of (&) fraud or intentional misrepresentation or (b)
embezzlement, misappropriation or conversion of assets or opportunities of the Company, or any
unauthorized disclosure of confidential information or trade secrets of the Company, all
unexercised Options shall terminate as of the date of such Optionee's removal.

(viii)  Retirement. To the extent an Option was exercisable on the last date
of service as adirector of the Company, such Option may be exercised up to one (1) year
following the Optionee's retirement at or after age 75 or such longer period as may be established
by the Committee at the time of grant or thereafter, but in no event may an Option be exercised
after its Expiration Date.

(ix) Moadification, Extension and Renewal of Options. Subject to the
terms and conditions and within the limitations of the Plan, the Committee may modify, extend
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or renew outstanding Options granted under the Plan, or accept the surrender of outstanding
Options (to the extent not theretofore exercised). Notwithstanding the foregoing, however, no
modification of an Option shall, without the consent of the Optionee, alter or impair any rights or
obligations under any Option theretofore granted under the Plan.

D. Restricted Shares. Restricted Sharesissued hereunder will vest in four
equal installments on the dates which follow the date of grant by 90, 180, 270 and 360 days,
respectively. From and after the date of grant, the Participant will be entitled to vote and receive
dividends, if any, on the Restricted Shares. In the event the Participant’s service on the Board of
Directors ceases for any reason prior to a vesting date, the unvested Restricted Shares shall be
forfeited to the Company. Notwithstanding the foregoing, the Restricted Shares shall vest in full
upon a Change of Ownership (as defined above). Prior to vesting, the Restricted Shares shall not
be transferable other than by will or the laws of descent and distribution or pursuant to a
qualified domestic relations order, as defined by the Code.

E. Recapitalization, Reorganization, Etc., of Company.

(i)  Subject to any required action by the stockholders, the number of
Shares covered by each outstanding Award, and the price per Share of any Option so covered,
shall automatically be proportionately adjusted for any increase or decrease in the number of
issued shares of Class A Common Stock of the Company resulting from a subdivision or
consolidation of Shares or the payment of a stock dividend or any other increase or decrease in
the number of such shares effected without receipt of consideration by the Company.

(i) If, pursuant to any reorganization, recapitalization, sale or exchange
of assets, consolidation or merger, outstanding Class A Common Stock of the Company is or
would be exchanged for other securities of the Company or of another corporation which isa
party to such transaction, or for property, whether or not any such transaction givesriseto a
Change of Ownership, any Awards under the Plan theretofore granted shall apply to the
securities or property into which the Class A Common Stock covered thereby shall be so
changed or for which such Class A Common Stock shall be exchanged. In any of such events,
the total number and class of Shares then remaining available for issuance under the Plan
(including Shares reserved for outstanding Awards and Shares available for future grant of
Awards under the Plan) shall likewise be adjusted so that the Plan shall thereafter cover the
number and class of shares equivalent to the Shares covered by the Plan immediately prior to
such event.

(iii)  Inthe event of achangein the Class A Common Stock of the
Company as presently constituted, which islimited to a change of al of its authorized shares
with par value into the same number of shares with a different par value or without par value, the
shares resulting from any such change shall be deemed to be the Class A Common Stock within
the meaning of the Plan.

(iv)  Adjustments pursuant to Section 5(F)(ii) hereof shall be made by the
Committee, whose determination as to which shall be final, binding and conclusive.



(v)  Except as hereinbefore expressy provided in this Section 5(F), a
Participant shall have no rights by reason of any subdivision or consolidation of shares of stock
of any class or the payment of any stock dividend or any other increase or decrease in the
number of shares of stock of any class or by reason of any dissolution, liquidation, merger or
consolidation or spin-off of assets or stock of another corporation, and any class, or securities
convertible into shares of stock of any class, shall not affect, and no adjustment by reason thereof
shall be made with respect to, the number or price of shares of Class A Common Stock subject to
the Award.

(vi)  Thegrant of an Award pursuant to the Plan shall not affect in any way
the right or power of the Company to make adjustments, reclassifications, mergers,
reorganizations or changes of its capital or business structure, to merge or to consolidate, to
dissolve or liquidate or to sell or transfer al or any part of its business or assets.

F. Rightsasa Stockholder. No person shall have any rights as a stockholder
with respect to any Shares covered by an Option until the date of the issuance of the Shares to
such person. No adjustments shall be made to outstanding Options for dividends (ordinary or
extraordinary, whether in cash, securities or other property) or distributions or other rights,
except as provided in Section 5(F) hereof.

G. Investment Purpose. Each Award made under the Plan shall be granted on
the condition that any purchases of Shares hereunder shall be for investment purposes and not
with aview to resale or distribution, except that in the event the Shares are registered under the
Securities Act of 1933, as amended (the "Act"), or in the event aresale of such Shares without
such registration would otherwise be permissible, such condition shall be inoperativeif, in the
opinion of counsel for the Company, such condition is not required under the Act, or any other
applicable law, regulation or rule of any governmental agency.

H. Other Provisions. The Option Notice and the terms of other Awards shall
comply with and be subject to the terms and conditions of the Plan, and shall contain such other
terms, conditions and provisions as the Committee shall deem advisable.

6. TERM OF PLAN

Awards shall be granted pursuant to the Plan from time to time within the period
of ten years from the earlier of the date of adoption of the Plan and the date on which the Plan is
approved by the stockholders of the Company.

7. AMENDMENT OF THE PLAN

The Board of Directors may, insofar as permitted by law, from time to time, with
respect to any Shares not then subject to Awards, suspend or discontinue the Plan or revise or
amend it in any respect whatsoever, subject to the approval of the stockholders of the Company
where such approval is required by law or regulation or pursuant to the rules of the NY SE or, if
the Shares are not listed on the NY SE, the rules of any other exchange or market on which the



Shares may be traded.

8. APPLICATION OF FUNDS

The proceeds received by the Company from the sale of shares pursuant to Op-
tions will be used for general corporate purposes.

9. NO OBLIGATION TO EXERCISE OPTION

The granting of an Option shall impose no obligation upon the Optionee to exer-
cise such Option.

10. APPROVAL OF STOCKHOLDERS

This Plan shall be effective upon its approval by the stockholders of the Com-
pany.

11. NORIGHT TO NOMINATION

Neither the Plan nor any action taken hereunder shall be construed as giving any
director any right to be nominated for reelection to the Company's Board of Directors.

12. EFFECT OF PLAN UPON OTHER OPTIONSAND COMPENSATION
PLANS

The adoption of this Plan shall not affect any other compensation or incentive
plansin effect for the Company or any Subsidiary. Nothing in this Plan shall be construed to
limit the right of the Company or any Subsidiary to (a) establish any other forms of incentives or
compensation for employees or directors of or persons associated with the Company or any Sub-
sidiary, or (b) grant or assume options otherwise than under this Plan in connection with any
proper corporate purpose, including, but not by way of limitation, the grant or assumption of op-
tions in connection with the acquisition by purchase, |ease, merger, consolidation or otherwise,
of the business, stock or assets of any corporation, firm or association.



EXHIBIT 10.2

RELIANCE STANDARD LIFE INSURANCE COMPANY

AMENDED AND RESTATED
MANAGEMENT INCENTIVE COMPENSATION PLAN



ARTICLE | -INTRODUCTION, OBJECTIVESAND DURATION

1.1 INTRODUCTION. Reliance Standard Life Insurance Company (“RSL” or the
“Company”) hereby amends and restates its existing plan known as the RSL Management
Incentive Compensation Plan (as so amended and restated, the “Plan”), to read in the form
set forth herein.

The Plan permits the payment of annual awards, based on the achievement of certain pre-
established goals, in cash, stock options or a combination thereof.

TheRSL Management Incentive Compensation Plan became effective as of January 1, 2001
and shall remainin effect as provided in Section 1.3 hereof. Thefirst PerformancePeriod (as
defined in Section 2.12 hereof) was calendar year 2001.

1.2 PLAN OBJECTIVE. To promote profitable growth of the Company by providing
eligible employees with incentive based compensation, so as to permit RSL to attract and
retain employees of the highest caliber who will demonstrate outstanding performance and
will assist in the achievement of overall objectives.

1.3 DURATION. The Plan shall remain in effect unless and until terminated by the

Committee or the Board of Directors; however, each of the Exhibits to the Plan must be
separately approved by the Commitee for each Performance Period.

ARTICLE Il - DEFINITIONS
The following terms will have the definitions set forth bel ow:
2.1*ACHIEVEMENT PERCENTAGE” meansthe percentage amount as determined by the
Chairman of the Board of RSL pursuant to Exhibit D hereof, asin effect for the applicable

Performance Period.

2.2 "AWARD" means an award under the Plan of cash, stock options or any combination
thereof in respect of an Incentive Bonus.

2.3“BASE SALARY” means the employee' s annual base salary on the date on which the
applicable Performance Period commences.

2.4"BOARD" or "BOARD OF DIRECTORS" means Board of Directors of the Company.

2.5"COMMITTEE" means, as specifiedin Article 3 herein, the Compensation Committee of
the Board or such other committee as may be appointed by the Board to administer the Plan.

2.6 "COMPANY" means Reliance Standard Life Insurance Company, an lllinois corporation,
and any successor thereto.



2.7"DELPHI COMMITTEE" meansthe Stock Option and Compensation Committee of the
Board of Directors of the Company’sindirect parent, Delphi Financial Group, Inc., or any
other committee of such board as may in the future perform functionssimilar to those of such
committee.

2.8 “INCENTIVE BONUS’" means the bonus and calculation thereof for the applicable
Performance Period as described in Exhibit B hereof, as in effect for such Performance
Period.

2.9 “MEASURING OBJECTIVE” shall, with respect to a Performance Period, have the
meaning ascribed to such term in Exhibit C hereof, asin effect for such Performance Period.

2.10"PARTICIPANT” means, with respect to each Performance Period, an employee of the
Company designated as a Participant in this Plan for such period pursuant to the provisions
of the Plan.

2.11 “PARTICIPATION PERCENTAGE” is, as to each Participant with respect to a
Performance Period, a percentage determined on adiscretionary basis by such Participant’s
manager based on the manager’ s assessment of the Participant’s performance during such
Performance Period, subject to the further approvals of the Company senior officer
responsible for such Participant’s department and the President of RSL.

2.12 “PERFORMANCE PERIOD” means acalendar year or such other fiscal year or partia
year performance period as is established by the Committee.

ARTICLE Il - ADMINISTRATION

3.1 ADMINISTRATION. The Plan will be administered by the Committee. Except as
limited by law and subject to the provisions hereof, the Committee shall havethe authority to
adopt proceduresfor the administration of the Plan and to take any and all action necessary to
implement such procedures.

The Committee shall have full authority to designate Participants under the Plan, determine
the amounts and forms of Awards, determine the terms and conditions of Awards in a
manner consistent with the Plan, construe and interpret the Plan and any agreement or
instrument entered into under the Plan, make factual determinationsand establish, amend, or
waiverulesand regulationsfor the Plan'sadministration. Further, the Committee shall make
all other determinations which may be necessary or advisable for the administration of the
Plan. The Committee has provided for limited delegations of its authority as to certain
matters, as provided herein.

3.2 DECISIONS BINDING. All determinations and decisions made by the Committee or
other authorized persons pursuant to the provisions of the Plan (a) shall befinal, conclusive
and binding on all persons, including the Company, its employees, Participants, and their
heirs, estates and beneficiaries, (b) shall bein the sole discretion of the Committee, and (c)
need not be uniform as to similarly situated individuals.
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3.3DELPHI COMMITTEE. Notwithstandinganything containedinthe Plantothecontrary,
it is confirmed and understood that any action proposed to be taken by the Committee, the
Chairman of the Board of RSL, the President of RSL or the Board of Directors under the
Plan, insofar asit relates, generally or specifically, to a Participant whose compensation is
subject to the review and approval of the Delphi Committee, or which relatesto the granting
of any Delphi stock option, shall, in addition to any approval s otherwise required under the
Plan, be subject in all respects to the review and approval of the Delphi Committee. It is
hereby confirmed that, as of the date of the Plan, such employees consist of the President and
Chief Executive Officer and Vice President and Treasurer of the Company. In the event of
any conflict between this Section 3.3 and any other provision of the Plan or any Exhibit
hereto, this Section 3.3 will prevail.

ARTICLE IV - INCENTIVE PARTICIPATION

4.1 ELIGIBILITY, PARTICIPANTS AND PERFORMANCE PERIOD. Eligibility to
participate in the Plan for a Performance Period is restricted to the Participantsidentified in
Exhibits A-1 and A-2, as adopted by the Committee in its sole discretion for such
Performance Period.

4.2 MAXIMUM PARTICIPATION. Maximum Participation Percentages relating to each
Participant’ s Base Salary shall be established by the Committeeinitssolediscretion for each
Performance Period.

4.3 FORM OF AWARDS. Awards may be paid in cash, Delphi stock options or any
combination thereof, as determined by the Committee in its sole discretion or, to the extent
expressly authorized and directed by the Committee, by each Award recipient.
Notwithstanding the foregoing, any stock option grant shall be subject in all respectsto, and
shall become effective only upon, the approval of such option grant by the Del phi Committee
under the applicable Delphi stock plan, in such committee' s sole discretion.

4.4 DISTRIBUTION. After the close of each Performance Period the actual Participation
Percentage and Incentive Bonus, if any, will be determined for each Participant in the Plan
for such Performance Period. Awards for a Performance Period, if any, will be paid
promptly upon the receipt of confirmation from the independent auditor for Delphi and the
Company that its GAAP audit relating to such Performance Period is substantially compl ete,
whichwill generally occur at the regular first quarter meeting of the Audit Committee of the
Board of Directors of Delphi. Each Participant for a Performance Period will be notified of
his or her Award under the Plan, if any, for such Performance Period.

4.5 PARTIAL AWARDS. An employee hired or promoted by the Company during a
Performance Period may, if so determined by the Committee or the President of RSL, be
designated as a Participant for such Performance Period on such terms as the Committee as
may determinein its sole discretion.



4.6 TERMINATION OF EMPLOYMENT, DISABILITY. Except as provided below, a
Parti cipant must be employed by the Company at the close of aPerformance Period in order
to participate in and receive an Award for such Performance Period. If a Participant’s
employment is terminated during the Performance Period for any reason other than
termination by RSL for cause, as determined by the Committee or the President of RSL, such
Participant may participatein the Plan for such Performance Period only to the extent, if any,
deemed appropriate by the Committee or the President of RSL. If a Participant’s
employment is terminated for cause, as determined by the Committee or the President of
RSL, whether during or after the close of the Performance Period, such Participant shall have
no right to receive any Award for such Performance Period.

If a Participant terminates employment (other than due to death, disability, or retirement)
after the close of aPerformance Period but prior to the date for actual payment of an Award
under this Plan, the President of RSL will determinethe extent (if any) of any payment of an
Award to such Participant for such Performance Period.

ARTICLE YV - EXHIBITS, CALCULATIONS, AND CHANGES

5.1 PERFORMANCE CRITERIA AND CALCULATIONS. TheExhibitsfor aPerformance
Period relating to Participants, Incentive Bonus Calculation, Measuring Objectives and
Achievement Percentage, must be approved by the Committee with respect to each
Performance Period. The Award for each Participant with respect to a Performance Period, if
any, shall be calculated in accordance with Exhibit B (Incentive Bonus Calculation).

5.2 CHANGES. The Measuring Objective for a Performance Period may be changed by the
Committee or the Board of Directors where deemed appropriate, in its sole discretion, to
reflect a changein circumstances, operating strategy or otherwise. The Committee may, in
its sole discretion, (a) modify, reduce or eliminate the Award otherwise payable to any
Participant and (b) grant Awards to Participants in such amounts and on such terms as the
Committee determines in its sole discretion.

ARTICLE VI —DEFERRALS

A Participant may defer his or her Award to the extent permitted pursuant to any rules and
procedures for such deferrals established by the Committee or pursuant to the terms of any
gualified or non-qualified Company deferred compensation plans as may bein effect from
time to time.

ARTICLE VII =RIGHTSOF EMPLOYEES

7.1 NOT A CONTRACT. This Plan does not constitute a contract between RSL and any
Participant, and no Participant shall have any legal rights by reason of the existence of this
Plan. No right, benefit or Award under this Plan shall be subject to anticipation, alienation,
sa e, assignment, pledge, encumbrance or charge, and any attempt to anticipate, alienate, sdll,
assign, pledge, encumber or charge the same shall be void. If any Participant hereunder
should become bankrupt or attempt to participate, alienate, sell, assign, pledge, encumber or
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charge any right or benefit hereunder, then such right, benefit or Award shall, at the
discretion of the Committee or the Board of Directors, cease and terminate. RSL may offset
any claim it has against a Participant against any amount to which such Participant may
otherwise be entitled hereunder, but rights hereunder shall not otherwise be subject to debts
or liabilities of any Participant.

7.2EMPLOYMENT. NothinginthePlan shall interferewith or limit in any way theright of
the Company to terminate any Participant's employment at any time, or confer upon any
Participant any right to continue in the employ of the Company.

7.3 PARTICIPATION. No employee shall have the right to be selected as a Participant
under this Plan for any Performance, or, having been so selected in any Performance Period,
to be selected as a Participant for any future Performance Period.

ARTICLE VIII - AMENDMENT, MODIFICATION, AND TERMINATION

8.1AMENDMENT, MODIFICATION, AND TERMINATION. The Committeemay at any
time and from time to time, ater, amend, modify or terminate the Plan or any Exhibits
thereto, in whole or in part.

8.2 AWARDSPREVIOUSLY GRANTED. No termination, amendment, or modification of
the Plan shall adversely affect in any material respect any Award to which a Participant has
become entitled under the Plan without the written consent of such Participant.

ARTICLE IX -WITHHOLDING

The Company shall deduct or withhold from Awards or other amounts payable to a
Participant, or require the Participant to remit to the Company, an amount deemed by the
Company to be sufficient to satisfy the related Federal, state and local taxes, domestic or
foreign, required by law or regulation to be withheld with respect thereto.

ARTICLE X - INDEMNIFICATION

Each person who is or shall have been amember of the Committee shall beindemnified and
held harmless by the Company against and from any loss, cost, liability, or expensethat may
be imposed upon or reasonably incurred by him or her in connection with or resulting from
any claim, action, suit, or proceeding to which he or she may be aparty or in which he or she
may beinvolved by reason of any action taken or failureto act under the Plan and against and
from any and all amounts paid by him or her in a settlement approved by the Company, or
paid by him or her in satisfaction of any judgment in any such action, suit, or proceeding
against him or her, provided he or she shal give the Company an opportunity, at its own
expense, to defend the same before he or she undertakesto defend it or hisor her own behalf.
The foregoing right of indemnification shall not be exclusive of any other rights of
indemnification to which such persons may be entitled under the Company's Articles of
Incorporation or By-Laws, asamatter of law, or otherwise, or any power that the Company
may have to indemnify them or hold them harmless.
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ARTICLE XI - SUCCESSORS

All obligations of the Company under the Plan with respect to Awards to which a Participant
has become entitled hereunder shall be binding on any successor to the Company, whether
the existence of such successor is the result of a direct or indirect purchase of all or
substantialy all of the business and/or assets of the Company, or amerger, consolidation, or
otherwise.

ARTICLE XII - LEGAL CONSTRUCTION

12.1 GENDER AND NUMBER. Except where otherwise indicated by the context, any
masculine term used herein aso shall include the feminine, the plural shall include the
singular and the singular shall include the plural.

12.2 SEVERABILITY. Intheevent any provision of the Plan shall beheldillegal or invalid
for any reason, theillegality or invalidity shall not affect the remainder of the Plan, and the
Plan shall be construed and enforced as if the illegal or invalid provision had not been
included.

12.3REQUIREMENTSOF LAW. Thegranting of Awards and theissuance of stock and/or
cash payouts under the Plan shall be subject to all applicablelaws, rules, and regulations, and
to such approvals by any governmental agencies or national securities exchanges as may be
required.

12.4 GOVERNING LAW. To the extent not preempted by federal law, the Plan and all

agreements hereunder shall be construed in accordance with and governed by the laws of the
Commonwealth of Pennsylvania.

In witness thereof, the Company has caused this Amended and Restated Management Incentive
Compensation Plan to be executed by its duly authorized officer, effective February 8, 2007.
Reliance Standard Life Insurance Company

By: /S LAWRENCE E. DAURELLE
Signature

Titlee President and Chief Executive Officer

Date: February 8, 2007




EXHIBIT 10.3

EXHIBIT A-1 FOR PERFORMANCE PERIOD 2007

SENIOR MANAGEMENT PARTICIPANTS
MAXIMUM INCENTIVE PAYMENTS

Incentive

Payment

Maximum At Maximum

Participation Base Participation

Participant Rate Salary Rate
Thomas W. Burghart 50% $ 240,000 $ 120,000
Lawrence E. Daurelle 110% 350,000 385,000

[DATA RELATING TO OTHER PARTICIPANTS DELETED]



EXHIBIT B FOR PERFORMANCE PERIOD 2007

INCENTIVE BONUS CALCULATION

A Participant will beeligibleto receive an Incentive Bonusif RSL achievesthe Measuring Objective
for the 2007 Performance Period, as set forth in Exhibit C. For each Participant, the Incentive Bonus
will be the product of the following:

[Achievement Percentage, as set forth in Exhibit D] * [Participation Percentage] * [Base Salary].

The Parti cipation Percentage for each Participant will be subject to the maximum percentagefor such
person set forth in Exhibits A-1 and A-2.

For Participants set forth in Exhibit A-1 only, the Committeeinits solediscretion may el ect to award
the Incentive Bonus as either (a) cash or (b) agrant of optionsto purchase shares of Delphi Class A
Common Stock (* Options™), or acombination of both, subject to the approval of each option grant
by the Stock Option and Compensation Committee (the “Delphi Committee”) of the Board of
Directors of Delphi Financial Group, Inc. (“Delphi”). With regard to Options, the Incentive Bonus
amount shall be divided by the fair market value of the Delphi ClassA Common Stock on the date of
grant of the option, and the quotient then multiplied by three (3), yielding the total number of
Incentive Options awarded.

For Participants set forth in Exhibit A-2, the Incentive Bonus is payablein cash.

All Options shall be granted under, and be subject to the terms and conditions of, Delphi’s 2003
Employee Long-Term Incentive and Share Award Plan, asamended from timeto time. Inaddition,
subject to the approval of the Del phi Committee, such Optionswill beimmediately exercisableand,
in the case of termination of employment, by either party, for any reason whatsoever (subject to the
following sentence), may be exercised any time during the remainder of theten (10) year term. If a
Participant’s employment is terminated by the Company on account of any act of (a) fraud or
intentional misrepresentation or (b) embezzlement, misappropriation or conversion of assets or
opportunities of the Company, or any unauthorized disclosure of confidential information or trade
secrets of the Company, all unexercised Options shall terminate as of the date of such termination.



EXHIBIT C FOR PERFORMANCE PERIOD 2007

MEASURING OBJECTIVE

The Measuring Objective for the 2007 Performance Period is the attainment of Life Insurance
Companies Operating Income per the Elements of Profit on page two of the monthly financial
package, for the life companies only, in the amount of at least $149,080,000.



EXHIBIT D FOR PERFORMANCE PERIOD 2007

ACHIEVEMENT PERCENTAGE

If the actual results of RSL for the 2007 Performance Period equal or exceed the Measuring
Objective for the Performance Period, the 2007 Achievement Percentage will be equal to 100%,
subject to upward or downward adjustment as determined by the Chairman of the Board of RSL;
however, such percentage, as so adjusted, will not be less than 90% or greater than 110%.

If the actual results of RSL for the 2007 Performance Period are less than the 2007 Measuring
Objective, the Achievement Percentage will be a percentage in theamount, if any, as determined by
and at the sole discretion of the Chairman of the Board of RSL.



Exhibit 31.1

CERTIFICATION

I, Robert Rosenkranz, certify that:

1

2.

| have reviewed this quarterly report on Form 10-Q of Delphi Financial Group, Inc. (the “registrant”);

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which such statements
were made, not miseading with respect to the period covered by this report;

Based on my knowledge, the financia statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of,
and for, the periods presented in this report;

The registrant’s other certifying officer and | are responsible for establishing and maintaining disclosure controls
and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial
reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a designed such disclosure controls and procedures, or caused such disclosure controls and procedures to

be designed under our supervision, to ensure that material information relating to the registrant, including
its consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period in which this report is being prepared;

designed such internal control over financial reporting, or caused such internal control over financia
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability
of financia reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles;

evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of
the period covered by this report, based on such evaluation; and

disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter that has materially affected, or is reasonably
likely to materially affect, the registrant’ sinternal control over financia reporting; and

5. The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal

control over financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of
directors (or persons performing the equivalent functions):

a al significant deficiencies and material weaknesses in the design or operation of internal control over

financial reporting which are reasonably likely to adversely affect the registrant’s ability to record,
process, summarize and report financial information; and

any fraud, whether or not material, that involves management or other employees who have a significant
rolein the registrant’ sinternal control over financial reporting.

Date: May 10, 2007

/s ROBERT ROSENKRANZ

Robert Rosenkranz
Chairman of the Board and Chief Executive Officer



Exhibit 31.2

CERTIFICATION

I, Thomas W. Burghart, certify that:

1

2.

| have reviewed this quarterly report on Form 10-Q of Delphi Financial Group, Inc. (the “registrant”);

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which such statements
were made, not miseading with respect to the period covered by this report;

Based on my knowledge, the financia statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of,
and for, the periods presented in this report;

The registrant’s other certifying officer and | are responsible for establishing and maintaining disclosure controls
and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial
reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a designed such disclosure controls and procedures, or caused such disclosure controls and procedures to

be designed under our supervision, to ensure that material information relating to the registrant, including
its consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period in which this report is being prepared;

designed such internal control over financial reporting, or caused such internal control over financia
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability
of financia reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles;

evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of
the period covered by this report, based on such evaluation; and

disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter that has materially affected, or is reasonably
likely to materially affect, the registrant’ sinternal control over financia reporting; and

5. The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal

control over financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of
directors (or persons performing the equivalent functions):

a al significant deficiencies and material weaknesses in the design or operation of internal control over

financial reporting which are reasonably likely to adversely affect the registrant’s ability to record,
process, summarize and report financial information; and

any fraud, whether or not material, that involves management or other employees who have a significant
rolein the registrant’ sinternal control over financial reporting.

Date: May 10, 2007

/s THOMASW. BURGHART

Thomas W. Burghart
Vice President and Treasurer



Exhibit 32.1

CERTIFICATION PURSUANT
TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Delphi Financial Group, Inc. (the “Company”) on Form 10-Q for the quarter
ending March 31, 2007 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), the
undersigned officers of the Company certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of
1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and
results of operations of the Company.

/s’ ROBERT ROSENKRANZ

Robert Rosenkranz
Chairman of the Board and Chief Executive Officer

/s THOMASW. BURGHART

Thomas W. Burghart
Vice President and Treasurer

May 10, 2007





