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 Financial Group, Inc. (“Delphi”) is an integrated employee benefit services company. Delphi isaleader in managing all aspects of employee
absenceto enhancethe productivity of itsclients and providesthe related group insurance coverages. long-term and short-term disability, life, excess
workers compensation for self-insured employers, large casudty programsincluding large deductibleworkers' compensation, travel accident, dental
and limited benefit health insurance. Delphi’ sasset accumulation businessemphasizesindividual fixed annuity products. Delphi’ scommon stock is
listed on the New Y ork Stock Exchange under the symbol DFG and its corporate website address is www.delphifin.com.

This report is for informationa purposes only. It should beread in conjunction with documents filed by Delphi with the Securities and Exchange
Commission, including the most recent Annual Report on Form 10-K, Quarterly Reports on Form 10-Q and earningspressreleasesfurnished on Form
8-K. The full year 2009 and the 2008 and 2009 interim financid statements and related dataincluded herein are unaudited. Thisreport is dated
February 11, 2010. Information contained in this report may not be accurate after such date. Delphi disclaims any duty to update thisinformation
after such date.

In addition to financial measures presented in the consolidated financial statements prepared in accordance with accounting principles generally
accepted in the United States (“ GAAP”), Delphi also uses certain non-GAAP financial measuresto analyze and report itsfinancid results. Thesenon-
GAAP financial measures are not asubstitute for GAAP financial measures and may not be calculated in the same manner assimilarly titled captions
in other companies’ financia statements. Management believes these non-GAAP financial measures are informative when analyzing the trends
relating to Delphi’ sinsurance operations. Management uses these non-GAAP financial measures to assess performance and make operating plansand
decisions, and believesthat these measures enhancethe understanding of Delphi’ sresults by enhancing focuson thefinancia performanceof Delphi’ s
insurance operations.

Operating earnings, which isanon-GAAP financial measure, consist of income from continuing operations excluding after-tax realized investment
gainsand losses, and losses on redemptions of junior subordinated deferrableinterest debentures, as gpplicable. The Company believesthat because
realized investment gains and losses, redemptions of junior subordinated deferrableinterest debentures and discontinued operationsarisefrom events
that, to a significant extent, are within management’s discretion and can fluctuate significantly, thus distorting comparisons between periods, a
measure excluding their impacts is useful in analyzing the Company's operating trends. Investment gains or losses may be realized based on
management’ s decision to dispose of an investment, and investment losses may be realized based on management’ s judgment that adeclinein the
market value of an investment is other than temporary. Redemptions of junior subordinated deferrable interest debentures occur based on
management’ sdecision to exerciseits ability to redeem the outstanding debentures. Discontinued operations occur based on management’ sdecison
to exit or sell a particular business. Thus, redized investment gains and losses, losses on redemptions of junior subordinated deferrable interest
debentures and resultsfrom discontinued operations are not reflective of the Company’ s ongoing earnings capacity, and trendsin the earnings of the
Company’ sunderlying insurance operations can be more clearly identified without the effects of theseitems. For these reasons, management usesthe
measure of operating earnings to assess performance, including, in certain cases, in connection with the performance goals under its incentive
compensation plans, and to make operating plansand decisions. The Company believesthat analystsand investorstypically utilize measures of this
type as one element of their evaluations of the financial performance of insurers. However, gains and losses of these types, particularly as to
investments, occur regularly and should not be considered as non-recurring items. Further, operating earnings should not be considered asubstitute
for net income, the most directly comparable GAAP measure, as an indication of the Company’s overall financial performance and may not be
calculated in the same manner as similarly titled measures utilized by other companies. All per share amounts are on a diluted basis.

Annualized operating return on beginning equity, which isanon-GAAP financial measure, isbased on operating earnings, as definedin the preceding
paragraph (rather than the most directly comparable GAAP measure, net income), divided by beginning shareholders’ equity. For the reasonsthat
Delphi believes that the calculation of this non-GAAP measure based upon operating earnings is useful, see such paragraph.

For purposes of the calculations of diluted book value per share before accumulated other comprehensive income and loss and the corporate debt to
totd capitalization ratio before accumulated other comprehensiveincome and loss, which are non-GAAP financid measures, the effect of accumulated
other comprehensiveincome and lossis excluded from shareholders' equity. Delphi believesthat, because accumulated other comprehensveincome
and lossfluctuates from period to period primarily dueto changesin the value of itsassetsresulting from fluctuationsin interest raesand other market
conditions, while the values of itsliabilities are not similarly marked to market in determining diluted book value per share and corporate debt to total
capitalization ratio (the most directly comparable GAAP measures), these non-GAAP measures are useful in analyzing Delphi’ soperating trendsand
capital structure.

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


http://www.delphifin.com

DELPHI FINANCIAL GROUP, INC.
Financial Supplement
Fourth Quarter 2009

Table of Contents Page
Selected FNANCIal HIGNIIGNES. ...ttt ettt b et st b e e b ebetan 1
Quarterly Historical Operating Results by ProdUCt CaLEJOTY .........curuiurururueiriririririrererereseeesesse ettt sesesesesesesnsnsaes 2

Consolidated Statements of Income:

Group EMpIOyee BENEfit PrOUUCES...........c.ciiiiieieiiisieei sttt sttt ebbane 3
ASSEL ACCUMUIBLION PIOTUCES.........c.cucutueeeuerererereeeesisese st n e b n s s s e snamsmsmnnaens 4
LIz 1@< = 1T TSRS 5
CoNSOlIdALEd BAlBNCE SNEELS .....c.ciieiiiecicicieieieieiete st b b r b e 6
Consolidated Statements Of Cash FIOWS........ccciuiriirrcceese e 7
Analysis of COSt Of BUSINESS ACQUITEM. .......cuiuierirereerieieieieieieie ettt ettt s et teseseseses 8
INVESIMENT POIFOlIO D@LAL......cecvviecieiiciee ettt 9

RECONCIHTBLION 1O GAAP ...ttt st seebe st e e e be e ese s s ese et e e ebesEeseebesseseseaseete e esesbe e ebetesessenseseneenssranen 10



‘Alinbe siepjoup.eys pue ‘S IpISNs PaTep!|osuoduUn AQ panss| S9131IN3ss [elided a|qewsapal AjLioepuew parebijgo-Auedwod BulAjepun sainjusgep 1seeul 3|dele jop
pateulpiogns Jolun( ‘sainmuacep pareulpiogns Jolun( ‘igep akJod.iod Jo wns ayl Aq 1gep arelodlod BulpIAIp Ag pere|ndfed sioifel uoiezielided 1ol 01 1gep aklodiod ay @

‘ApAnoedsal ‘,002/TET

pue 800Z/TE/ZT ‘6002/TE/CT O Se Uol||IW 6°€S pue LoI|[IW 2 '8F ‘UO1||IW T° LG Sem ‘pasesiou s se 'safeys Bulpuelsino Jo equnuayl ApAnoedsal
‘/002/TE/ZT PUe 800Z/TE/ZT ‘6002/TE/ZT 40 Se Uol|[IW L'EGZ TS PUe UO|||IW Z'TESS ‘UOI|[IW £'GEE TS Sem ‘paseasoul os se ‘Alinbe sieploupleus
'SE0URNSS | 3.JeUs oo PP puUe S3S10eXe U0 1do paunsse Yyons Jo 31nsal Se panss| safeys Ag paseasoul ‘Buipueisino safeys [eiol Jo Jagquunu ayy Aq
‘speme afeys pa.lie jop Buipuelsino BulAepun safeys 8yl JO 80Uenss| pawunsse ay) WoJj 11jauaq Xel syl pue suo 13do »00is Asuow-ayi-ul Bu ipueisino jo

8510J0X9 PawINsse au} WoJj 11jsuaq Xe) pue spaadold ay) Ag pesealoul se ‘A1inbe siepjouypreys Buipiaip Aq paTe|nofed siateys Jad anfeA 3ooq pain|id ©)
"A1119e4 11paJo Buinjonas s AuedwoD ay) epun sBuimoliog Buipuelsino pue €60 Ul anp SS10N JOIUSS JO UOI|[IW 'S TS JO SISISU0d 1gep aesodioD (@
'SDINSEBW 4O a|gesedwiod AJ19a11p 1SOW 8y} 01 SAINSEsW [e1oUeUL dY9-UOU 858U} JO SUOITR1|10U0%81 Jo} 0T afied aas asea|d )
%9°ET %.°0¢ %6'8T (v) SSOI ansuBLRIdWOoI BYlo
peIe|NWINOJe 810J9( OIeJ UoIeZIelided [e10} 0} 1gep aklodio)
%0vT %T'9¢ %E6T (@ O'eJ UoIEZIfEe) icted 101 03 1gep S1eJ0dI0D
L0VC leve 20'se (v)SSOI aAsUBYRIdWO0D Jay10 pare nwnade
910J90 %201S UOWWOI Jo areys Jad anfeA xooq pan|ig
8c'ee $ S0'.LT $ rve $ (o) 10015 UoWIWOD Jo 8reys d enfea 400q pan|id
06E'TYT'T 6/5'028 6T0'65E'T Ainbs slepjoysreus
6T9'0C - - SalReIpISgNS palepIjosuooun Aq panss|

S9111UINJ8S [e1ided a|qewsapal A|Lotepuew patebijgo-Auedwod
BuIAepun sanuacep 1S9.81U1 3|ge.e ep pateulpiogns Joune

000'GLT 000'GLT 000'G.T S2INjuBgep pPaleUIpIOgNS Jolung
0S.'112 0S.2°0S€E 05.'59€ (g 10OP B1RJ0dI0D
018'760'9  $ €/8'€G6's  $ G/E'TZ6'9 $ SPSsY
100Z/TENRT 800Z/TEMT 600Z/TEMRT ‘pepte pored 1
%€'ST %E'8 %8'€2 %9, %EVT (w KHnbe sepjoupreys BuiuuiBeq uo uine) Butiessdo pezijenuuy
6/G'TS €96'8Y T18'TS G/6'LYy GBE'GS (peIn|1p) BuipueIsINo Seeys sfieiene paIub BN
A €6'T 9/°¢ GE0 98'0 (v UONIN|Ip BulUNSSE ‘9./RUS UOWILOD Bd
0/T'29T $ 18€'%6 $ 100'G6T $ 000.T $ 6Ly $ (v SBUILIES BuneRdO
100Z/TERT 800Z/TE/RT 6002/TERT 800Z/TERT 600Z/TE/RT ‘PopUS poed 105
pepu3 fes A PePU SYIUO|N 881y L

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



98e'se $ L8G'EY $

aohmd m Amwﬁd
(865) -

$ Sv8'9g $ 826'GS $

L6T'0E $ 0s8'€z $

(9ev'9) (661'6T) (ovL'ee) (205'82) (666'T2) (T2¥'22) (651'0S) (¥19'21)
228'TY 980°'c9 695°02 6€€'/2 ¥78'85 665'c8 959'08 Yor'TL
(6£9'9) (g56'9) (¥91'9) (62¢) (620'8) (6£0°6) (r18°2) (¥98°2)
TS0'Y 669'9 (9v2'9) (7€9'2) 8€0'8 199'€T 26L'€T ¥9.'9
oSt Zre'e9 616'2€ 20€e'se GE8'8S TLL'8L 8/9'%L #9529
S08°ZEE 8EP'8EE 998'ErE ST8'TSE 2€L'T9E 690'T9E 9£9'05€ 8Zr'TSE
60.°9T rT'8T €0T'8T SI8°CT €85°6T 10STZ 22502 T0T'2T
steldran S89'9T ¥92'9T 1S0°/T €91'6T 16112 €86'ST €£2'2C
TE9'€0E 109'€0€ 666'80€ £76'T2E 989'22¢ S9L°LTE TET'TIE ¥60°2TE
1€€2€ 0S2°09 10v'6T 95€°22 55829 £20'26 289'88 129/
958 €T 29T 9Gv'T LY /8T 8Lv'C Z6v'T
G26'ST £96'2C €10°0T 296'8 786'92 960'GE 1€5'2€ 18782
95G'GT ¥9g'9e 2LEL 8e6'TT 96€'SE orT'sS €19'eS 8v9'v
0622rE v/10vE 820'SPE 86,95 T2L'1SE S'2SE 0T9'Zre S9Z'8re
V.16 89.'6 116'6 0€0'TT LI0TT T89°0T 0€2'0T SvLZT
165 T2y Sty 197 615 89¢ e 0TS

Ses'zee $ G85'0€E $

909'v€E $ L0€'SvE

$ Ser'ove $ 96€'TVE $

9eT'CEE $ 0T0'see $

8002/1€/€0 800¢/0€/90

800¢/0€/60 800¢/1E/CT 6002/TE/E0 6002/0€/90

(spuesnoy | uis.re|joq)

600¢/0€/60 600c/1E/CT

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

(sso|) swiooul Buirersdo
Sslkeipisqns perep!josuooun
AQ panss1sa111Noss [e1ided a|qewisapa. AjLorepuew
porbijgo-Auedwod BuIA|epun sanusgep 19|
a|e.Bep pakUIpIogns Joun( Jo uondwispsl Uo sso
SISSO0| JUSWISIAUL paZifesl BN

BY1I0

s1onpoud uo e |NWINOJe 18SSY

sjonpoud 31eusq a0 dwe dnoio
:(ss0|) swooul buireedo

sesuedXe pue siijsueq [elo L
BUIO
s1onpoud uo e NWNoJe eSSy
s1onpoud 11jouaq aako|dwe dnoio
'sasuadxe pue siipueg

BLWIODU| JUBLUISBAUI [e10 |
BUIO
spnpoid uoirNWNoJe 1SSy
s1onpoud 11jouaq aako|dwe dnoio
‘BWODU| JUBLWUISIAUT BN

aWwoou| 89} pue wniweid (210
Byio
s1oNpoId Uo IR NWINOJ. 18SSY
sjonpoud 31eusq 8o dwe dnoio
:3UI00U1 83 pUe Winiwald



DELPHI FINANCIAL GROUP, INC.
Consolidated Statements of Income
Group Employee Benefit Products
(Ddllarsin Thousands)

Three Months Ended Y ear Ended
12/31/2009 12/31/2008 12/31/2009 12/31/2008 12/31/2007
Revenue:
Premium income:
Core products:
Disability, principally long-term $ 137,551 $ 147131  $ 560,361 $ 572,630 $ 527,500
Life 93,041 101,210 393,173 402,928 364,771
Excess workers compensation 71,952 67,343 277,485 264,244 276,252
Assumed workers compensation and
casualty reinsurance ® 8,728 6,380 34,168 22,369 17,614
Travel accident, dental and other 21,493 18,896 81,016 70,205 59,411
332,765 340,960 1,346,203 1,332,376 1,245,548
Non-core products 2,245 4,347 8,464 10,647 22,044
335,010 345,307 1,354,667 1,343,023 1,267,592
Net investment income 44,648 11,938 188,857 71,230 163,701
379,658 357,245 1,543,524 1,414,253 1,431,293
Benefits and expenses:
Benefits, claims and interest credited to
policyholders 225,595 242,039 927,875 933,215 890,918
Commissions 26,146 24,138 95,953 90,642 85,861
Amortization of cost of business acquired 22,110 22,668 90,792 81,961 72,725
Other operating expenses 38,243 33,098 149,056 132,362 122,302
312,094 321,943 1,263,676 1,238,180 1,171,806
Operating income $ 67,564 $ 35,302 $ 279,848 $ 176,073 $ 259,487
Production (new annualized gross premium):
Core products:
Disability, principally long-term ® $ 40221 $ 45486  $ 109,409 $ 134215 $ 135375
Life 36,453 35,288 70,526 94,681 87,210
Excess workers compensation © 4,248 6,423 45251 25,832 30,002
Assumed workers compensation and
casualty reinsurance ® 860 783 17,226 12,103 6,742
Travel accident, dental and other 12,725 16,329 50,423 46,945 43,662
94,507 104,309 292,835 313,776 303,081
Non-core products 1,375 3,349 6,468 10,260 9,825
Total production $ 95,882 $ 107,658 $ 299,303 $ 324,036 $ 312,906
Lossratio (percent of total premium) 67.3% 70.1% 68.5% 69.5% 70.3%
Expense ratio (percent of total premium) 25.9% 23.1% 24.8% 22.7% 22.1%
Combined ratio (loss and expense ratio) 93.2% 93.2% 93.3% 92.2% 92.4%
Persistency ratio:
Disability, principaly long-term 81.4% 83.1% 84.9%
Life 81.2% 84.6% 84.4%
Travel accident and other 81.4% 87.8% 87.0%
Renewal ratio:
Excessworkers compensation 92.6% 93.1% 87.6%
Assumed workers compensation and casualty reinsurance 91.4% 80.2% 95.2%

(A)

(®)

©)

Beginning with the three months ended 09/30/2009, this product is included in the Company's core products. Accordingly, to assist in comparability with
prior periods, this product has aso been included in core products for prior periods. Effective 12/31/2009, production for this product is determined by
reference to the inception of a reinsurance assumed arrangement with a third party with which the Company previously had no such arrangements.
Production for this product was previously determined by reference to the effectuation of areinsurance assumed treaty with a third party, whether or not
other reinsurance assumed arrangements were already in place with such third party.

Beginning with the three months ended 09/30/2009, production from the Company's turnkey disability product isincluded in disability production.
Accordingly, to assist in comparability with prior periods, production from the turnkey disability product has also been included in disability production for
prior periods.

Total excess workers compensation production per above, $ 4,248 $ 6,423 $ 45251 $ 25,832 $ 30,092
less production from ERC renewal rights agreement - - - - 3,383
Total production excluding ERC renewal rights agreement $ 4,248 $ 6423 $ 45251 $ 25832 $ 26,709




Revenue:
Premium and fee income
Net investment income

Benefits and expenses:
Benefits, claims and interest credited to
policyholders
Commissions
Amortization of cost of business acquired
Other operating expenses

Operating income (l0ss)

Sdles

Funds under management (at end of period)

DELPHI FINANCIAL GROUP, INC.
Consolidated Statements of Income

Asset Accumulation Products
(Dollarsin Thousands)

Three Months Ended Y ear Ended
12/31/2009 12/31/2008 12/31/2009 12/31/2008 12/31/2007
$ 510 $ 461 $ 1,641 $ 1,918 $ 2,666
28,487 8,962 123,097 57,923 98,477
28,997 9,423 124,738 59,841 101,143
16,240 15,666 61,422 55,285 52,814
725 110 1,576 809 494
3,079 (716) 10,614 (1,550) 8,497
2,189 1,997 8,864 8,427 7,827
22,233 17,057 82,476 62,971 69,632
$ 6,764 $ (7,634) $ 42,262 $ (3,130) $ 31511
$ 16,418 $ 49,319 $ 248,595 $ 245,117 $ 107,145
$ 1,425,442 $ 1,327,502 $ 1,053,221



Revenue:

Premium and fee income

Net investment income

Net realized investment |osses:
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)

Loss on redemption of junior subordinated deferrable
interest debentures underlying company-obligated
mandatorily redeemable capital securities issued by
unconsolidated subsidiaries

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

Operating income (l0ss)

Interest expense:
Corporate debt
Junior subordinated debentures

DELPHI FINANCIAL GROUP, INC.
Consolidated Statements of Income

Total Operations

(Dollarsin Thousands, Except Per Share Data)

Junior subordinated deferrable interest debentures underlying

company-obligated mandatorily redeemable capital
securities issued by unconsolidated subsidiaries
Income tax expense (benefit)

Net income (loss)

Basic results per share of common stock:
Net income (loss)

Weighted average shares outstanding

Diluted results per share of common stock:
Net income (loss)

Weighted average shares outstanding

Dividends paid per share of common stock

Three Months Ended Twelve Months Ended
12/31/2009 12/31/2008 12/31/2009 12/31/2008

$ 348,265 $ 356,798 $ 1,401,041 1,384,890
74,627 22,356 318,187 134,850
(43,184) (26,147) (180,191) (78,626)
(6,987) - 35,480 -
(50,171) (26,147) (144,711) (78,626)
2,557 (2,355) (2,832) (9,551)
(47,614) (28,502) (147,543) (88,177)
) - - (598)

375,278 350,652 1,571,685 1,430,965
242,441 258,544 990,802 989,253
108,987 93,271 434,063 377,671
351,428 351,815 1,424,865 1,366,924
23,850 (1,163) 146,820 64,041

3,818 4,761 15,485 17,701

3,240 3,240 12,968 12,966

- - - 934

2 (7,638) 19,263 (4,243)

$ 16,790 $ (1,526) $ 99,104 36,683
$ 0.31 $ (0.03) $ 1.92 0.76
54,960 47,975 51,532 48,278

$ 0.30 $ (0.03) $ 1.91 0.75
55,385 47,975 51,811 48,963

$ 0.10 $ 0.10 $ 0.40 0.39



DELPHI FINANCIAL GROUP, INC.
Summarized Consolidated Balance Sheets
(Dollars In Thousands)

12/31/2009 12/31/2008
Assets:
Investments:
Fixed maturity securities, available for sale $ 4,875,681 $ 3,773,382
Short-term investments 406,782 401,620
Other investments 466,855 479,921
5,749,318 4,654,923
Cash 65,464 63,837
Cost of business acquired 250,311 264,777
Reinsurance receivables 355,030 376,731
Goodwill 93,929 93,929
Other assets 293,835 409,103
Assets held in separate account 113,488 90,573
Total assets $ 6,921,375 $ 5,953,873
Liabilities and Equity:
Policy liabilities and accruals $ 2,803,189 $ 2,574,050
Policyholder account balances 1,454,114 1,356,932
Corporate debt 365,750 350,750
Junior subordinated debentures 175,000 175,000
Other liabilities and policyholder funds 647,269 581,954
Liabilities related to separate account 113,488 90,573
Total liabilities 5,558,810 5,129,259
Equity:
Class A Common Stock 560 489
Class B Common Stock 60 60
Additional paid-in capital 661,895 522,596
Accumulated other comprehensive loss (33,956) (351,710)
Retained earnings 927,706 846,390
Treasury stock, at cost (197,246) (197,246)
Total shareholders' equity 1,359,019 820,579
Noncontrolling interest 3,546 4,035
Total equity 1,362,565 824,614
Total liabilities and equity $ 6,921,375 $ 5,953,873



DELPHI FINANCIAL GROUP, INC.
Consolidated Statements of Cash Flows
(Dollars In Thousands)

Twelve Months Ended

12/31/2009 12/31/2008 12/31/2007

Operating activities:
Net income $ 99,104 $ 36,683 $ 164,512
Adjustments to reconcile net income to net cash provided
by operating activities:

Change in policy liabilities and policyholder accounts 234,615 233,116 245,031
Net change in reinsurance receivables and payables 18,513 30,746 5,335
Amortization, principally the cost of business acquired and investments 53,914 63,438 73,084
Deferred costs of business acquired (123,152) (124,529) (108,574)
Net realized losses on investments 147,543 88,177 1,897
Net change in federal income tax liability (11,347) (68,689) 23,757
Other 41,357 137,390 (21,723)
Net cash provided by operating activities 460,547 396,332 383,319
Investing activities:
Purchases of investments and loans made (1,859,365) (1,474,661) (1,210,252)
Sales of investments and receipts from repayment of loans 1,014,200 537,328 550,991
Maturities of investments 159,525 336,417 171,927
Net change in short-term investments (5,162) (115,587) 114,206
Change in deposit in separate account 4,845 12,429 8,948
Net cash used by investing activities (685,957) (704,074) (364,180)
Financing activities:

Deposits to policyholder accounts 267,499 388,419 116,729
Withdrawals from policyholder accounts (162,494) (120,984) (159,035)
Borrowings under revolving credit facility 17,000 139,000 112,000
Principal payments under revolving credit facility (2,000) (6,000) (158,000)
Proceeds from the issuance of junior subordinated debentures - - 172,309

Redemptions of junior subordinated deferrable interest debentures underlying
company-obligated mandatorily redeemable capital securities issued

by unconsolidated subsidiaries - (20,619) (37,728)
Proceeds from issuance of common stock 120,696 - -
Acquisition of treasury stock - (42,729) (62,417)
Cash dividends paid on common stock (20,160) (18,409) (17,229)
Other financing activities 6,496 1,661 17,268

Net cash provided (used) by financing activities 227,037 320,339 (16,103)
Increase in cash 1,627 12,597 3,036
Cash at beginning of period 63,837 51,240 48,204

Cash at end of period $ 65464 $ 63837 $ 51,240




DELPHI FINANCIAL GROUP, INC.

Analysis of Cost of Business Acquired
(Dollarsin Thousands)

Balance as of December 31, 2004
Deferred
Amortized
Equity adjustment
Balance as of December 31, 2005
Deferred
Amortized
Equity adjustment
Balance as of December 31, 2006
Cumulative effect adjustment ®
Balance as of January 1, 2007
Deferred
Amortized
Equity adjustment
Balance as of December 31, 2007
Deferred
Amortized
Equity adjustment
Balance as of December 31, 2008
Deferred
Amortized
Equity adjustment
Balance as of December 31, 2009

(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

Group
Employee Asset
Benefit Accumulation
Products Products ® Tota
$ 166,337 $ 46,212 $ 212,549
83,324 6,277 89,601
(62,120) (7,161) (69,281)
- 15,269 15,269
187,541 60,597 248,138
92,449 7,811 100,260
(70,560) (10,208) (80,768)
- 290 290
209,430 58,490 267,920
(127,004) - (127,004)
82,426 58,490 140,916
101,284 7,290 108,574
(72,725) (8,497) (81,222)
- 6,162 6,162
110,985 63,445 174,430
110,675 13,854 124,529
(81,961) 1,550 (80,411)
- 46,229 46,229
139,699 125,078 264,777
107,427 15,725 123,152
(90,792) (10,614) (101,406)
- (36,212) (36,212)
$ 156,334 $ 93,977 $ 250,311

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 provisions 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.



Vintage

2001 & Prior
2002
2003
2004
2005
2006
2007
2008
2009
Total

% of Total

Vintage

2001 & Prior
2002
2003
2004
2005
2006
2007
2008
2009
Total

% of Total

Vintage

2001 & Prior
2002
2003
2004
2005
2006
2007
2008
2009
Total

% of Total

Insured
Uninsured
Tota

% of Total

® Includes $168,681 of securities with an NAIC designation of 1 or 2.

® Includes $38,909 of securities to which an investment grade rating has been assigned by an NRSRO but

DELPHI FINANCIAL GROUP, INC.

Certain Investment Portfolio Data

As of December 31, 2009
(Doallarsin Thousands)

Sub-Prime Residential Mortgage Backed Securities - Carrying Value

B and % of
Aaa Aa A Baa Ba Below Total Tota
$ - $ - $ - $ - - 3 -8 - 0%
- - - - - - - 0%
8,900 - - - - - 8,900 15%
13,166 520 988 4,324 511 56 19,565 35%
23,829 - 447 - - - 24,276 42%
3,194 117 - 825 - 84 4,220 7%
- - - - - 553 553 1%
- - - - - - - 0%
- - - - - - - 0%
$ 4908 $ 637 $ 1435 $ 5149 511 $ 693 $ 57,514 100%
86% 1% 2% 9% 1% 1% 100%
Alt-A Residential Mortgage Backed Securities - Carrying Value
B and % of
Aaa Aa A Baa Ba Below ¥ Total Total
$ 2156 $ -3 -3 - - 3 -8 2,156 1%
420 - - - - - 420 0%
39,711 - - - - 4,811 44,522 14%
16,103 1,156 128 888 16 2,236 20,527 6%
18,715 - 8,815 - 389 27,446 55,365 17%
21,880 32 - 9,410 2,577 62,638 96,537 30%
- - - 9 1,056 100,220 101,285 32%
- - - - - - - 0%
- - - - - - - 0%
$98985 $ 1188 $ 8943 $ 10,307 4,038 $197351 $ 320,812 100%
31% 0% 3% 3% 1% 62% 100%
Commercial Mortgage Backed Securities - Carrying Value
B and % of
Aaa Aa A Baa Ba Below Total Total
$ 3621 $ 4667 $ 3609 $ - - 3% - % 11,897 45%
3,484 493 - 2,037 2,728 - 8,742 34%
- - - - - - - 0%
- - - - - - - 0%
- - - - 59 48 107 0%
- - - - 103 119 222 1%
- - - - 816 1,427 2,243 9%
1,429 - - 619 438 312 2,798 11%
- - - - - - - 0%
$ 8534 $ 5160 $ 3609 $ 2,656 4144 $ 1906 $ 26,009 100%
33% 20% 14% 10% 16% % 100%
Municipal Securities - Underlying Issuer Rating - Carrying Value
Baand Not % of
Aza Aa A Baa Below Rated ® Total Total
$386,170  $423120 $289,325 $ 34,045 $ 9230 $ 63469 $ 1,205,359 66%
125,025 256,462 213,833 38,539 659 - 634,518 34%
$511,195 $679,582 $503,158 $ 72584 $ 9889 $ 63469 $ 1,839,877 100%
28% 37% 27% 4% 1% 3% 100%

whose issuers are not rated by any NRSRO.



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

Three Months Ended Y ear Ended
Income Statement Data 12/31/2009 12/31/2008 12/31/2009 12/31/2008 12/31/2007
Operating ear nings $ 47,739 $ 17,000 $ 195,007 $ 94,387 $ 167,170
Net realized investment losses ® (30,949) (18,526) (95,903) (57,315) (1,233)
Loss on redemption of junior subordinated deferrable
interest debentures underlying company-obligated
mandatorily redeemable capital securities issued by
unconsolidated subsidiaries ® - - - (389) (1,425)
Net income (loss) (GAAP measur €) $ 16,790 $  (1,526) $ 99,104 $ 36,683 $ 164,512
Diluted results per share of common stock:
Operating earnings $ 0.86 $ 0.35 $ 3.76 $ 193 $ 3.24
Net realized investment losses (0.56) (0.38) (1.85) (1.17) (0.02)
Loss on redemption of junior subordinated deferrable
interest debentures underlying company-obligated
mandatorily redeemable capital securities issued by
unconsolidated subsidiaries ® - - - (0.01) (0.03)
Net income (loss) (GAAP measure) $ 0.30 $ (0.03) $ 191 $ 0.75 $ 3.19
Annualized operating return on beginning shar eholders' equity 14.3% 7.6% 23.8% 8.3% 15.3%
Annualized net income retur n on beginning shareholders' equity (GAAP measur €) 5.0% -0.7% 12.1% 3.2% 15.1%
(A) Net of anincometax benefit of $16.7 million, $10.0 million, $51.6 million, $30.9 million and $0.7 million, or $0.30 per diluted share, $0.21 per diluted share,
$1.00 per diluted share, $0.63 per diluted share and $0.01 per diluted share for the three months ended 12/31/2009 and 12/31/2008, and the full year ended
12/31/2009, 12/31/2008 and 12/31/2007, respectively. The tax effect is calculated using the Company's statutory tax rate of 35%.
(B) Net of anincome tax benefit of $0.2 million and $0.8 million, or $0.00 per diluted share and $0.01 per diluted share for the full year ended 12/31/2008 and
12/31/2007, respectively. Thetax effect is calculated using the Company's statutory tax rate of 35%.
Balance Sheet Data 12/31/2009 12/31/2008 12/31/2007
Shareholders equity, excluding accumulated other compr ehensive loss $ 1,392,975 $ 1,172,289 $ 1,183,887
Add: Accumulated other comprehensive loss (33,956) (351,710) (42,497)
Shareholders' equity (GAAP measure) $ 1,359,019 $ 820,579 $ 1,141,390
Diluted book value per share of common stock,
excluding accumulated other compr ehensive loss $ 25.02 $ 24.27 $ 24.07
Add: Accumulated other comprehensive loss (0.60) (7.22) (0.79)
Diluted book value per share of common stock (GAAP measure) $ 24.42 $ 17.05 $ 23.28
Corpor ate debt to total capitalization ratio, excluding
accumulated other comprehensiveloss 18.9% 20.7% 13.6%
Corporate debt to total capitalization ratio (GAAP measure) 19.3% 26.1% 14.0%
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