IMPORTANT NOTE: On January 1, 2011, the Company adopted FASB Accounting Standards Update No.
2010-26 on a retrospective basis. As a result, certain financial information for prior periods was
restated, including various items of information contained in this historical report. Accordingly, readers
of this report should refer to the Company’s Financial Supplement for the first quarter of 2011, which is

available on the Company’s website at www.delphifin.com/financial/stats.html, for such items of
information, as restated, since this report has not been updated or revised in any manner to reflect the

impacts of such restatement.
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Delphi Financia Group, Inc. (“Delphi”) is an integrated employee benefit services company. Delphi is aleader in managing all aspects of
employee absence to enhance the productivity of its clients and provides the related group insurance coverages. long-term and short-term
disability, life, excess workers' compensation for self-insured employers, large casualty programs including large deductible workers
compensation, travel accident, dental and limited benefit health insurance. Delphi’ s asset accumulation business emphasizesindividual fixed
annuity products. Delphi’scommon stock islisted onthe New Y ork Stock Exchange under the symbol DFG and its corporate website addressis

www.del phifin.com.

Thisreport isfor informationa purposesonly. It should beread in conjunction with documentsfiled by Del phi with the Securitiesand Exchange
Commission, including the most recent Annual Report on Form 10-K, Quarterly Reports on Form 10-Q and earnings pressrel easesfurnished on
Form 8-K. Theinterimfinancial statementsand related dataincluded herein are unaudited. Thisreport isdated February 15, 2011. Information
contained in this report may not be accurate after such date. Delphi disclaims any duty to update thisinformation after such date.

I'n addition to financial measures presented in the consolidated financial statements prepared in accordance with accounting principlesgenerally
accepted in the United States (“GAAP”), Del phi also uses certain non-GAAP financial measuresto anayze and report itsfinancia results. These
non-GAAP financial measures are not asubstitute for GAAP financial measures and may not be calculated in the same manner assimilarly titled
captionsin other companies' financial statements. Management believes these non-GAAP financial measures areinformative when analyzing
the trends relating to Delphi’ s insurance operations. Management uses these non-GAAP financia measures to assess performance and make
operating plans and decisions, and believes that these measures enhance the understanding of Delphi’s results by enhancing focus on the
financial performance of Delphi’s insurance operations.

Operating earnings, which is a non-GAAP financia measure, consist of net income attributable to shareholders excluding after-tax realized
investment gains and losses, |osses on early retirement of senior notes and junior subordinated deferrable interest debentures and results from
discontinued operations, as applicable. The Company believes that because these excluded items arise from events that are largely within
management’s discretion and whose fluctuations can distort comparisons between periods, a measure excluding their impact is useful in
analyzing the Company's operating trends. Investment gains or losses are realized based on management’ s decision to dispose of aninvestment,
and investment | osses are realized based on management’ sjudgment that adeclinein the market value of an investment isother than temporary.
Early retirement of senior notes and junior subordinated deferrable interest debentures occurs based on management’s decision to redeem or
repurchase these notes and debentures. Discontinued operations result from management’ s decision to exit or sell aparticular business. Thus,
these excluded items are not reflective of the Company’s ongoing earnings capacity, and trends in the earnings of the Company’s underlying
insurance operations can be more clearly identified without their effects. For these reasons, management uses the measure of operating earnings
to assess performance and make operating plans and decisions, and the Company believesthat analystsand investorstypically utilize measures of
thistype asone element of their evaluations of insurers’ financial performance. However, gainsor losses from the excluded items, particularly as
to investments, can occur frequently and should not be considered as nonrecurring items. Further, operating earnings should not be considered a
substitute for net income attributable to shareholders, the most directly comparable GAAP measure, as an indication of the Company’soverall
financial performance and may not be calculated in the same manner as similarly titled measures utilized by other companies. For reconciliations
of the respective operating earnings amounts to the corresponding net income amountsfor theindicated periods, seethetable captioned “Non-
GAAP Financial Measures — Reconciliation to GAAP” which follows. All per share amounts are on a diluted basis.

Annualized operating return on beginning equity, which is anon-GAAP financial measure, is based on operating earnings, as defined in the
preceding paragraph (rather than the most directly comparable GAAP measure, net income attributabl e to sharehol ders), divided by beginning
shareholders’ equity. For the reasons that Delphi believes that the calculation of this non-GAAP measure based upon operating earningsis
useful, see such paragraph.

For purposes of the calculations of diluted book val ue per share before accumulated other comprehensiveincome and loss and the corporate debt
to total capitalization ratio before accumulated other comprehensive income and loss, which are non-GAAP financial measures, the effect of
accumulated other comprehensive income and loss is excluded from shareholders equity. Delphi believes that, because accumulated other
comprehensive income and loss fluctuates from period to period primarily dueto changesin the value of its assets resulting from fluctuationsin
interest rates and other market conditions, while thevalues of itsliabilitiesare not similarly marked to market in determining diluted book value
per shareand corporate debt to total capitalization ratio (the most directly comparable GAAP measures), these non-GAAP measuresare useful in
analyzing Delphi’s operating trends and capital structure.

Reconciliations of each of the non-GAAP measures discussed aboveto their most directly comparable GAAP measures are contained in thetable
captioned “Non-GAAP Financial Measures — Reconciliation to GAAP” on page 10.


http://www.delphifin.com

DELPHI FINANCIAL GROUP, INC.
Financial Supplement
Fourth Quarter 2010

Table of Contents
Selected FinanCial HighlightS..........cveioieeees ettt sastesaenessenaesensesaenn e
Quarterly Historical Operating Results by ProduCt Category.........ccovevieruerieienieesesieseeesieesesieseesessesessessessesessasessenes
Consolidated Statements of Income:
Group EMployee BeNEfit PrOOUCES. ........c.ooviiieieirccese sttt ettt neneene
Asset ACCUMUIEETION PIOGUCES ........coviuiiiiiiiiiiici s
QLI @] 7= = 0] RSO SP
Consolidated BAlAnCe SNEELS ..ot
Consolidated Statements Of Cash FIOWS.........c.ciiiiceee e
Analysis Of COSt Of BUSINESS ACQUITEX .......ccceuerieeeuiriirieiesie et ste sttt sttt st s se st e e ssessesee e see e ebestenseneasenees
INVESIMENE POIFOITIO DELA........cocuiiiiiiiiicc s

RECONCIHIALIONTO GAAP ...ttt s et e ae et e s b e e st et e essesbesbe e st eseeaseebeeasensesbesbeabeesbesteasseneennannas

g ~ W



"Alinba siepjoyp.eys pue sainjuagep paleu iplogns Joiun( igep arelodiod Jo wins ayl Ag 1gep arelodiod BuipInip Aq pale|nofed S| olfel uoiezielided 1o} 03 1gep aklodiod ay L

"ApA0edsal ‘8002 /TE/CT PUR 600Z/TE/ZT ‘0TOZ/TE/ZT 40 Se uol||iw £ '8 pue

uol|iw T°2G ‘Uol||IW 0°09 Sem ‘paseaioul os se ‘saeys Hulpuersino Jo sequinuay L ApAnoadsal ‘8002/TE/CT PUe 6002/TE/ZT ‘0TOZ/TE/ZT 4O Se Uol||iw Z'TESS pue uol||iw
€'GRE'TS ‘Uol|[IW £'689'TS Sem ‘pasealoul os se ‘A1inbe siepjoupfeyS 'SaouUenss| afeys paliaap pue sas10Joxe Lo 11do pawnsse Lons JO 1jnsal se panss| saeys Aq pasealoul
‘BuIpueIsino safeys [e10] Jo equinu ayl Ag ‘spieme afeys palsjep Bulpuelsino BuiA|epun safeys ay JO 80Uenss| paLUINSSe ay) WOy 11jauag Xe1 ay pue suoido o0l Asuow

-BY1-u1 BuipueISINO JO 3S108X3 PAaLLINSSE 3y} W0} 11jousg Xe) pue spasdold ayl Aq paseasoul se ‘Alinbe siepoyp.feys Buipinip Aq pate|nofed siateys Jad anfeA ooq pan|ia

*Ay1119e4 11pa.10 Sjueq s AuedwioD ayi sepun sBuimoLiog Bulpuelsino pue €80z U1 anp SSION J0IWSS JO UOI| |1 8'ELTS JO ISISU0D 800Z/TE/ZT PUe 6002/TE/CT

jose jgpp apeiodiod “A|idey 11paId Yueq s Auedwiod sy Jepun sBuimo.iog Bulpueisino pue 0Zog U1dnp Uol||iw 0'0SZ$ JO SSION JOIUSS JO SISISU0D OTOZ/TE/ZT 40 se opp apelodioD

'S2INseslll 4O 3|geedwiod A[oa11p 1S0W 8y} 01 SUNSEaW [e1oUeU 1 4 Y/Y)-UOU 853y} JO SUOITe|[10U0281 Joj 0T ofed aas aseald

(@

)

(a)
(v)

%L.°0¢C %6'ST %.°LT (v) (501) BwooUTBABUBLRIALCD BUIO PaTeNWINIJE 8.1058q Ol Loz e} ided [e10) 0} Jgop a%elodo)
%T1°9¢ %E6T %G'LT (q) Ol UoIezZIfe) ides 103 01 1gep arlodio)
Leve ¢0'se ¥9'.2 ) (Ss0|) aWOodU 1 BAISUBYR.IAWOD JOY10 POTe|NWNJJe 81090 X001S UOWIWOD Jo afeys Jod anfeA xooq pein|ig
S0°.LT $ rve $ 9T'8¢ $ (o) >100IS LOWIWOD JoBreys Bd anfeA 300 pan|id
6/5'028 6T0'6SE'T €€.'765'T Aunbe sieployereus
000'GLT 000'GLT 000'GLT S2INUBgEp pateulpiogns Jojune
0S.'0G¢ 0S.'G9¢ 000'GLE (@) PP arlodio)
€/8'es6's ¢ G/e'TZ6'9  $ 9/€'09L'L % Spssy
800Z/1€/CT 6002/TECT 0TOZ/TECT ‘peple pored 1
%E'8 %8'€e %E YT %E VT %0°€T (v RHInbs ssepjoupreys BuiuuiBeq uo uine) Butressdo pszijenuuy
£96'8Y TI8'TS 0S.'GS G8E'SS 8.6'GS (pean|1p) Bupuessino sefeys abeene palyBBAA
€6T 9,°€ 05€ 980 96°0 (v UONN|1p BuiUNSSE ‘9./RUS UOWIOD Bd
L18E'76 $ L00'G6T $ 6v6'76T $ 6eL'y  $ ¥SS'eS ¢ () SBUILIES Bu RO
800Z/1E/CT 6002/TECT 0TOZ/TECT 6002/TECT 0TOC/TECT ‘Slepjoupeys 01 9|ceIng Li1fe pepus poled JoH
pepu3 fes A pepu SYUO N 881y L

(ereqateys Jod 1daox3 ‘spuesnoy | uj|s.te|joq)
Syb1YBIH [eOURUIH PRldB RS
"ONI ‘dNO¥YD TVIONVYNIH IHd13a



G789 $ 826'SS $ 16T'0€ $ 058°€Z $ 9G/'85 $ 280'65 $ evT'eL  $ 8/02L $
- - - - - (z12) (092°¢) (¥69°c)
(666'T2) (T2v'22) (65¥'0S) (¥19'29) (90T'sT) (r28'€T) Z6T'T €16'T
¥78'85 66€'c8 959°08 Yor'TL 298'cL 89T'eL TT.'SL 658'8.
(620'8) (6£0°6) (¥18°2) (#98'2) (z8g'2) (166'9) (956°2) (¥S2'TT)
8€0'8 199'ST Z6L'ST ¥9L'9 Tr'oT 9TE'TT 965°0T £60'GT
GE8'8S TLL'8L 819/ ¥96°29 2€8°0L £78'89 T.0'€L 020'G.
2€L'T9E 690'T9E 9£9°05€ 8215 156°/5€ 2€9'/5€ ¥61"89E ZTP'S8e
€85°6T 10512 22502 TOT'LT 10€T2 627°02 G98'6T €l¥'se
€91'6T 161'12 €86'ST €€2'2e G8T'TC v.T'6T vev'Te 19922
989'z2e G9/'/TE TET'TTE ¥60°2TE 651'STE 620'8TE 506'92E 8/2'1€8
G58'29 £20'26 289'88 129/ 05078 ¥E2'8L 988'98 /S0°20T
LY /8T 8LV’ Z6v'T S69°T 8TY'T 95T T/TT
286'9C 960'GE TES'ZE 18v'8Z 8EZ'TE 9T0'0g 6/E'TE vee'le
96€'SE orT'ss €19'cS 879y ITT'TS 0089t 15€'sS 299'c9
T2L'1SE Shi'2Se 0T9'Zre S9Z'8re €9/°/¥E 99G'25€ 670°/SE ¥12'29E
1/0'TT 189°0T 0€Z'0T SP.TT 0€2TT 0202T €S.TT 8v0'ET
615 89¢ e 0TS 65€ 12A74 9 0€s
Ger'ove $ 9%E'TrE  $ 9eT'ZeE % oto'see  $ viT'SeE ¢ zo'oe % G2o'rrE  $ 9e9'8vE  $
6002/TE/E0 6002/0€/90 6002/0€/60 6002/TEZT 0T0Z/TE/E0 0T0Z/0€/90 0T0Z/0€/60 0TOZ/TERT

(spuesnoy | uis.re|joq)

AioBa1eDd 10npo id Ag siinsay Buire edQ [eo1iosIH AjL1end
‘ONI ‘dNOYD TVIONVYNIH IHd13a

sieploys.eys 01 8(geing Lk awooul Bureedo
S10U JO1USS JO JUBWRINB A| 83 U0 SO
S9550| JUBLUISSAU| PaZ1fe] 1IN

BYIO
s10npoJd uo e NWNJJe 1SSy
sjnpoud 11jeueq se/o|dwe dnoio
'slepjoypeys 01 9|geing Lk (ssoj) swooul Bureledo

sesuadxa pue siijeusq 1o L
BYIO
s1onpoud uoie Nwnoade Bssy
sjonpoJd 11uag sakodwe dnolo
'sasuadxe pue s}ijeueg

BLWIODU| JUBLUISIAUI [e10 |
BYIO
s1onpoud uoieNWnade pssy
sjonpoJd 11uag sakodwe dnolo
80U JUSLWISBAUT 1ON

awooul 89} pue wniweid 1o
BYIO
s1onpoId UoIR NWINJJe 1SSy
s1npoud 11jeueq sefo|dwe dnoio
:3UI00U1 83 pUe Winiwald



DELPHI FINANCIAL GROUP, INC.
Consolidated Statements of Income

Group Employee Benefit Products
(Dollarsin Thousands)

Three Months Ended Y ear Ended
12/31/2010 12/31/2009 12/31/2010 12/31/2009 12/31/2008
Revenue:
Premium income:
Core products:
Disability, principaly long-term $ 136,197 $ 137,551 $ 542,386 $ 560,361 $ 572,630
Life 96,466 93,041 388,247 393,173 402,928
Excess workers' compensation 76,268 71,952 289,548 277,485 264,244
Assumed workers' compensation and casualty reinsurance 14,767 8,728 51,538 34,168 22,369
Limited benefit health insurance 10,561 8,727 40,772 31,987 24,698
Accident and dental 11,911 12,766 46,307 49,029 45,507
346,170 332,765 1,358,798 1,346,203 1,332,376
Non-core products 2,466 2,245 9,709 8,464 10,647
348,636 335,010 1,368,507 1,354,667 1,343,023
Net investment income 63,662 44,648 216,930 188,857 71,230
412,298 379,658 1,585,437 1,543,524 1,414,253
Benefits and expenses:
Benefits, claims and interest credited to policyholders 246,094 225,595 940,291 927,875 933,215
Commissions 24,683 26,146 98,317 95,953 90,642
Amortization of cost of business acquired 26,114 22,110 99,462 90,792 81,961
Other operating expenses 40,387 38,243 159,601 149,056 132,362
337,278 312,094 1,297,671 1,263,676 1,238,180
Operating income attributable to shareholders: $ 75,020 $ 67,564 $ 287,766 $ 279,848 $ 176,073
Production (new annualized gross premium):
Core products:
Disability, principaly long-term $ 44,574 $ 40,221 $ 108,302 $ 109,409 $ 134,215
Life 40,044 36,453 90,626 70,526 94,681
Excess workers' compensation 8,439 4,248 47,434 45,251 25,832
Assumed workers' compensation and casualty rei nsurance® 2,409 860 14,606 17,226 12,103
Limited benefit health insurance 1,551 3,748 13,324 20,141 12,530
Accident and dental 11,072 8,977 26,611 30,282 34,415
108,089 94,507 300,903 292,835 313,776
Non-core products 2,318 1,375 8,055 6,468 10,260
Total production $ 110,407 $ 95,882 $ 308,958 $ 299,303 $ 324,036
Lossratio (percent of total premium) 70.6% 67.3% 68.7% 68.5% 69.5%
Expense ratio (percent of total premium) 26.1% 25.9% 26.1% 24.8% 22.7%
Combined ratio (loss and expense ratio) 96.7% 93.2% 94.8% 93.3% 92.2%
Persistency ratio:
Disability, principally long-term 81.2% 81.4% 83.1%
Life 82.0% 81.2% 84.6%
Travel accident and other 73.1% 81.4% 87.8%
Renewal ratio:
Excess workers compensation 94.8% 92.6% 93.1%
Assumed workers' compensation and casualty reinsurance 91.3% 91.4% 80.2%

() Effective 12/31/2009, production for this product is determined by reference to the inception of a reinsurance assumed arrangement with athird party with which the
Company previously had no such arrangements. Production for this product was previously determined by reference to the effectuation of a reinsurance assumed treaty
with athird party, whether or not other reinsurance assumed arrangements were already in place with such third party. Accordingly, prior period numbers were
restated.



DELPHI FINANCIAL GROUP, INC.
Consolidated Statements of Income

Asset Accumulation Products
(Dollarsin Thousands)

Three Months Ended Y ear Ended
12/31/2010 12/31/2009 12/31/2010 12/31/2009 12/31/2008
Revenue:
Premium and fee income $ 530 $ 510 $ 2,004 $ 1,641 $ 1,918
Net investment income 37,224 28,487 129,857 123,097 57,923
37,754 28,997 131,861 124,738 59,841
Benefits and expenses:
Benefits, claims and interest credited to
policyholders 17,067 16,240 63,448 61,422 55,285
Commissions 711 725 1,532 1,576 809
Amortization of cost of business acquired 2,893 3,079 11,406 10,614 (1,550)
Other operating expenses 1,990 2,189 8,058 8,864 8,427
22,661 22,233 84,444 82,476 62,971
Operating income (loss) attributable to shareholders $ 15,093 $ 6,764 $ 47,417 $ 42,262 $ (3,130)
Sales $ 106,912 $ 16,418 $ 377,358 $ 248,595 $ 245117
Funds under management (at end of period) $ 1,725,785 $ 1,425,442 $ 1,327,502



DELPHI FINANCIAL GROUP, INC.
Consolidated Statements of Income
Total Operations

(Dollarsin Thousands, Except Per Share Data)

Revenue:
Premium and feeincome
Net investment income
Net realized investment gains (losses):
Total other than temporary impairment losses
Portion of other than temporary impairment losses
recognized in other comprehensive income
Net impairment losses recognized in earnings
Other net realized investment gains (losses)
Net realized investment gains (losses)
Loss on early retirement of senior notes
Total revenue

Benefits and expenses:
Benefits, claims and interest credited to policyholders
Commissions and expenses

Operating income

Interest expense:

Corporate debt

Junior subordinated debentures
Income tax expense

Net income
Less: Net income attributable to noncontrolling interest

Net income attributable to shareholders

Basic results per share of common stock
Net income attributable to shareholders

Weighted average shares outstanding

Diluted results per share of common stock:
Net income attributable to shareholders

Weighted average shares outstanding

Dividends paid per share of common stock

Three Months Ended Twelve Months Ended
12/31/2010 12/31/2009 12/31/2010 12/31/2009
$ 362,214 $ 348,265 $ 1,419,562 $ 1,401,041
102,057 74,627 351,227 318,187
(14,585) (43,184) (77,403) (180,191)
3,697 (6,987) 16,296 35,480
(10,888) (50,171) (61,107) (144,711)
12,801 2,557 35,232 (2,832)
1,913 (47,614) (25,875) (147,543)
(3,694) - (7,666) -
462,490 375,278 1,737,248 1,571,685
263,783 242,441 1,005,385 990,802
120,568 108,933 462,628 433,783
384,351 351,374 1,468,013 1,424,585
78,139 23,904 269,235 147,100
6,732 3,818 30,102 15,485
3,241 3,240 12,971 12,968
14,709 2 51,839 19,263
53,457 16,844 174,323 99,384
1,061 54 1,176 280
$ 52,396 $ 16,790 $ 173147 $ 99,104
$ 0.94 $ 0.31 $ 3.13 $ 1.92
55,458 54,960 55,327 51,532
$ 0.94 $ 0.30 $ 311 $ 1.91
55,978 55,385 55,750 51,811
$ 0.11 $ 0.10 $ 0.42 $ 0.40



DELPHI FINANCIAL GROUP, INC.

Summarized Consolidated Balance Sheets
(Dollars In Thousands)

12/31/2010 12/31/2009
Asset
Investments:
Fixed maturity securities, available for sale $ 5,717,090 $ 4,875,681
Short-term investments 334,215 406,782
Other investments 498,678 466,855
6,549,983 5,749,318
Cash 72,806 65,464
Cost of business acquired 248,152 250,311
Reinsurance receivables 360,255 355,030
Goodwill 93,929 93,929
Other assets 311,577 293,835
Assets held in separate account 123,674 113,488
Total assets $ 7,760,376 $ 6,921,375
Liabilities and Equity:
Policy liabilities and accruals $ 2,970,389 $ 2,803,189
Policyholder account balances 1,753,744 1,454,114
Corporate debt 375,000 365,750
Junior subordinated debentures 175,000 175,000
Other liabilities and policyholder funds 763,202 647,269
Liabilities related to separate account 123,674 113,488
Total liabilities 6,161,009 5,558,810
Equity:
Class A Common Stock 565 560
Class B Common Stock 60 60
Additional paid-in capital 682,816 661,895
Accumulated other comprehensive income (l0ss) 30,932 (33,956)
Retained earnings 1,077,606 927,706
Treasury stock, at cost (197,246) (197,246)
Tota shareholders' equity 1,594,733 1,359,019
Noncontrolling interest 4,634 3,546
Total equity 1,599,367 1,362,565
Total liabilities and equity $ 7,760,376 $ 6921375




DELPHI FINANCIAL GROUP, INC.
Consolidated Statements of Cash Flows

(Dollars In Thousands)

Operating activities:
Net income attributable to shareholders
Adjustments to reconcile net income attributable to shareholders
to net cash provided by operating activities:
Change in policy liabilities and policyholder accounts
Net change in reinsurance receivables and payables
Amortization, principally the cost of business acquired and investments
Deferred costs of business acquired
Net realized losses on investments
Net change in federal income taxes
Other
Net cash provided by operating activities

Investing activities:
Purchases of investments and |oans made
Sales of investments and receipts from repayment of loans
Maturities of investments
Net change in short-term investments
Change in deposit in separate account
Net cash used by investing activities

Financing activities:

Deposits to palicyholder accounts

Withdrawals from policyholder accounts

Proceeds from issuance of 2020 Senior Notes

Borrowings under bank credit facility

Principal payments under bank credit facility

Early retirement of senior notes

Early retirement of junior subordinated deferrable interest debentures underlying
company-obligated mandatorily redeemable capital securities issued
by unconsolidated subsidiaries

Proceeds from issuance of common stock

Acquisition of treasury stock

Cash dividends paid on common stock

Other financing activities

Net cash provided by financing activities

Increasein cash
Cash at beginning of year
Cash at end of year

Twelve Months Ended

12/31/2010 12/31/2009 12/31/2008
$ 173,147 $ 99,104 $ 36,683
213,687 234,615 233,116
(5,322) 18,513 30,746
85,504 53,914 63,438
(133,739) (123,152) (124,529)
25,875 147,543 88,177
26,410 (11,347) (68,689)
(22,760) 41,357 137,390
362,802 460,547 396,332
(2,451,199) (1,859,365) (1,474,661)
1,463,446 1,014,200 537,328
291,475 159,525 336,417
72,567 (5,162) (115,587)
- 4,845 12,429
(623,711) (685,957) (704,074)

389,720 267,499 388,419
(113,241) (162,494) (120,984)

250,000 -

175,000 17,000 139,000
(272,000) (2,000) (6,000)
(143,750) - -

- - (20,619)
- 120,696 -
- - (42,729)
(23,247) (20,160) (18,409)
5,769 6,496 1,661
268,251 227,037 320,339
7,342 1,627 12,597
65,464 63,837 51,240
$ 72,806 $ 65464 $ 63,837




DELPHI FINANCIAL GROUP, INC.

Analysis of Cost of Business Acquired
(Dollarsin Thousands)

Group
Employee Asset
Benefit Accumulation
Products Products “ Tota
Balance as of December 31, 2005 $ 187,541 $ 60,597 $ 248,138
Deferred 92,449 7,811 100,260
Amortized (70,560) (10,208) (80,768)
Equity adjustment - 290 290
Balance as of December 31, 2006 209,430 58,490 267,920
Cumulative effect adjustment © (127,004) - (127,004)
Balance as of January 1, 2007 82,426 58,490 140,916
Deferred 101,284 7,290 108,574
Amortized (72,725) (8,497) (81,222)
Equity adjustment - 6,162 6,162
Balance as of December 31, 2007 110,985 63,445 174,430
Deferred 110,675 13,854 124,529
Amortized (81,961) 1,550 (80,411)
Equity adjustment - 46,229 46,229
Balance as of December 31, 2008 139,699 125,078 264,777
Deferred 107,427 15,725 123,152
Amortized (90,792) (10,614) (101,406)
Equity adjustment - (36,212) (36,212)
Balance as of December 31, 2009 156,334 93,977 250,311
Deferred 109,135 24,604 133,739
Amortized (99,462) (11,406) (110,868)
Equity adjustment - (25,030) (25,030)
Balance as of December 31, 2010 $ 166,007 $ 82,145 $ 248,152

(A The equity adjustment reflects increases or decreasesin cost of business acquired in relation
to changesin unrealized gains or losses on fixed maturity securities available for sale, which
are reported as a separate component of equity.

®  The cumulative effect adjustment represents the decrease in cost of business acquired as a result
of the Company's adoption of certain provision of Accounting Standards Codification Subtopic 944-30,
“Financial Services - Insurance - Acquisition Costs.” This adjustment also resulted in a corresponding
decrease to beginning retained earnings of $82.6 million, net of the related tax benefit of $44.4 million.



DELPHI FINANCIAL GROUP, INC.
Certain Investment Portfolio Data
Asof December 31, 2010
(Dollarsin Thousands)

The following table contains information, as of December 31, 2010, regarding the portions of the Company’ s investments in non-agency
residential mortgage-backed securities represented by securities whose underlying mortgage loans are categorized as prime, Alt-A and
subprime, respectively, and the distributions of the securities within these categories by the years in which they were issued (vintages)

and the highest of their ratings from Standard & Poor's, Moody's and Fitch. All dollar amountsin this table are based upon the fair values
of these securities as of December 31, 2010.

Non-Agency Prime Residential Mortgage Backed Securities - Fair Value

BB and

Vintage AAA AA A BBB Below @ Total

2001 and prior $ 2136 $ - 8 - 8 -3 - 8 2,136
2002 8,064 899 2,303 - 28 11,294
2003 78,383 2,055 2,712 6,698 6,157 96,005
2004 42,154 1,106 - 4,653 5,348 53,261
2005 11,562 6,036 1,708 18,487 65,079 102,872
2006 15,077 749 - - 26,960 42,786
2007 5,782 - - - 80,520 86,302
2008 950 - - - 582 1,532
Total $ 164108 $ 10845 $ 6723 $ 29838 $ 184674 _$ 396,188

™ The securities enumerated in this column include securities having a total of $149.0 million in fair value that have received the
equivalent of an investment grade rating from the National Association of Insurance Commissioners (the "NAIC") under the
process initiated by the NAIC in 2009 which takes into account, among other things, the discounts at which the Company
originally purchased the securities and modeling of the potential losses with respect to the securities' underlying loans.

Non-Agency Alt-A Residential Mortgage Backed Securities - Fair Vaue

BB and

Vintage AAA AA A BBB Below ® Total

2001 and prior $ -8 -8 -8 1773 $ -8 1,773
2002 203 1,709 - - - 1912
2003 46,789 - - - 1,79 48,579
2004 21,967 2,547 132 198 1518 26,362
2005 2,366 17,580 - 1,132 39,688 60,766
2006 14,481 - - 8,695 75,170 98,346
2007 299 - - - 125,204 125,503
Total $ 86105 _$ 21836 $ 132 _$ 11,798 _$ 243370 _$ 363,241

® The securities enumerated in this column include securities having atotal of $194.7 million in fair value that have received the
equivalent of an investment grade rating from the NAIC under the process initiated by the NAIC in 2009 which takes into account,
among other things, the discounts at which the Company originally purchased the securities and modeling of the potential losses
with respect to the securities' underlying loans.

Non-Agency Sub-Prime Residential Mortgage Backed Securities - Fair Vaue

BB and
Vintage AAA AA A BBB Below @ Total
2003 $ 9148 $ 1298 $ -8 -8 - $ 10446
2004 11,636 - 512 2,774 478 15,400
2005 17,648 17,784 515 - - 35947
2006 - - - 2,148 989 3,137
2007 - - - - 1,350 1,350
Total $ 38432 $ 10082 $ 1027 $ 4922 _$ 2817 _$ 66280

© The securities enumerated in this column include securities having atotal of $2.4 million in fair value that have received the
equivalent of an investment grade rating from the NAIC under the process initiated by the NAIC in 2009 which takes into account,
among other things, the discounts at which the Company originally purchased the securities and modeling of the potential losses
with respect to the securities' underlying loans.

Commercial Mortgage Backed Securities - Fair Value

BB and

Vintage AAA AA A BBB Below Total

2001 and prior $ 38% $ 8166 $ - $ - $ - $ 12,002
2002 5,169 555 - 2,440 2,879 11,043
2003 824 - - - - 824
2004 539 - - - - 539
2005 - - - - 36 36
2006 5,807 - - - 7 5,884
2007 - - - - 638 638
2008 1,302 - - - 736 2,038
Total $ 17477 8 8721 % - $ 2440 $ 4366 _$ 33004

Municipal Securities - Underlying Rating - Fair Value

BB and Not
AAA AA A BBB Below Rated © Total
Agency Collateral $ 447,156 $ - 8 - 8 -3 - 8 - 447,156
Insured 410,141 225,614 30,553 6,392 39,313 757,446
Uninsured 392,228 240,645 26,112 1,984 747 901,728
Total 9 _$ 466259 _$ 56665 _$ 8376 _$ 40060 _$2,106,330

©) |ncludes $22,451 of securities to which an investment grade rating has been assigned by a nationally recognized statistical
rating organization but whose issuers are not rated by any such organization.



DELPHI FINANCIAL GROUP, INC.
Non-GAAP Financial Measures
Reconciliation to GAAP
(Dallars In Thousands, Except Per Share Data)

Three Months Ended Year Ended
Income Statement Data 12/31/2010 12/31/2009 12/31/2010 12/31/2009 12/31/2008
Operating ear nings $ 53554 $ 47,739 $ 194,949 $ 195,007 $ 94,387
Net realized investment gains (losses) ¥ 1,243 (30,949) (16,819) (95,903) (57,315)
Loss on early retirement of senior notes and junior subordinated deferrable
interest debentures underlying company-obligated mandatorily redeemable
capital securitiesissued by unconsolidated subsidiaries (B) (2,401) - (4,983) - (389)
Net income attributable to shar eholders (GAAP measur €) $ 52,39 $ 16,790 $ 173,147 $ 99,104 $ 36,683
Diluted results per share of common stock attributable to shareholders:
Operating ear nings $ 0.96 $ 0.86 $ 3.50 $ 3.76 $ 1.93
Net realized investment gains (losses) 0.02 (0.56) (0.30) (1.85) (117
Loss on early retirement of senior notes and junior subordinated deferrable
interest debentures underlying company-obligated mandatorily redeemable
capital securitiesissued by unconsolidated subsidiaries (B) (0.04) - (0.09) - (0.01)
Net income attributable to shar eholders (GAAP measur €) $ 0.94 $ 0.30 $ 311 $ 191 $ 0.75
Annualized operating return on beginning shar eholders' equity 13.0% 14.3% 14.3% 23.8% 8.3%
Annualized net income retur n on beginning shar eholders' equity (GAAP measur €) 12.7% 5.0% 12.7% 12.1% 3.2%

(A Net of anincome tax expense (benefit) of $0.7 million, $(16.7) million, $(9.1) million, $(51.6) million and $(30.9) million, or $0.01 per diluted share, $(0.30) per diluted share, $(0.16) per
diluted share, $(1.00) per diluted share and $(0.63) per diluted share for the three months ended 12/31/2010 and 12/31/2009, and the full year ended 12/31/2010, 12/31/2009 and 12/31/2008,
respectively. The tax effect is calculated using the Company's statutory tax rate of 35%.

®  Net of anincome tax benefit of $1.3 million or $0.02 per diluted share and $2.7 million or $0.05 per diluted share for the three and twelve months ended 12/31/2010, respectively, and $0.2
million or $0.00 per diluted share for the full year ended 12/31/2008. The tax effect is calculated using the Company's statutory tax rate of 35%.

Balance Sheet Data 12/31/2010 12/31/2009 12/31/2008
Shareholders' equity, excluding accumulated other compr ehensive income (loss) $ 1,563,801 $ 1392975 $ 1,172,289
Add: Accumulated other comprehensive income (loss) 30,932 (33,956) (351,710)
Shareholders’ equity (GAAP measur e) $ 1594733 $ 1359019 $ 820,579
Diluted book value per share of common stock, excluding accumulated other compr ehensive income (loss) $ 27.64 $ 25.02 $ 24.27
Add: Accumulated other comprehensive income (loss) 0.52 (0.60) (7.22)
Diluted book value per share of common stock (GAAP measur €) $ 28.16 $ 24.42 $ 17.05
Cor por ate debt to total capitalization ratio, excluding accumulated other compr ehensive income (l0ss) 17.7% 18.9% 20.7%
Corporate debt tototal capitalization ratio (GAAP measure) 17.5% 19.3% 26.1%
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