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STATEMENT AS OF JUNE 30, 2008 OF THE Safety National Casualty Corporation

ASSETS
Current Statement Date 4
1 2 3
Net Admitted December 31
Nonadmitted Assets (Cal. 1 Prior Year Net
Assets Assets minus Col. 2) Admitted Assets
1o BONGS . 1,395,312,080 |............... 0....1,395,312,080 |....1,264,134,768
2. Stocks:
2.1 Preferred StOCKS ... ... 38,301,818 |............... 0....... 38,301,818 |....... 37,305,103
2.2 ComMONSLOCKS ... 63,173,230 |............... 0....... 63,173,230 |....... 51,449,168
3. Mortgage loans on real estate:
3 RISEIENS .o 10,060,058 |......... 835,737 |........ 9,224,321 |....... 30,461,641
3.2 Otherthanfirstiens ... ... . 2,810,852 |......... 830,386 |........ 1,980,466 |........ 1,577,804
4. Realestate:
4.1 Properties occupied by the company (less$.............. 0 encumbrances) ... 18,826,841 |............... 0f....... 18,826,841 |....... 10,834,430
4.2 Properties held for the production of income (less$.............. 0 encumbrances) ... 0. 0f o 0 o 0
4.3 Properties held for sale (less$.............. 0 encumbrances) ... 14,039,198 |......... 583,692 |....... 13,455,506 |........ 4,004,209
5 Cash($..... 13,309,468 ), cash equivalents ($.............. 0)
and short-term investments ($ .. ... 38,710,119 ) o 52,019,587 |............... 0f....... 52,019,587 |....... 97,702,328
6.  Contract loans (including$ .............. 0 premiumnotes) ... 0. 0f o 0 o 0
7. Otherinvested @ssets ... . o i 77,357,605 |............... 0f....... 77,357,605 |...... 178,505,018
8. Receivables for SECUMtIES ... ... . o 10,268,879 |............... 0f....... 10,268,879 |....... 14,571,750
9. Aggregate write-ins for invested @ssets ............ .. 0. 0f o 0f.......... 92,794
10.  Subtotals, cash and invested assets (Line 1toLine9) ... ... . ... ... 1,682,170,148 |........ 2,249,815 |....1,679,920,333 |....1,690,645,013
1. Titleplantsless§............... 0 charged off (for Title insurersonly) ....... ... 0. 0f o 0 o 0
12, Investment income due and aCCTUBT ......... ... it 19,552,048 |......... 150,604 |....... 19,401,444 |....... 18,379,479
13. Premiums and considerations:
13.1" Uncollected premiums and agents' balances in the course of collection ......................................... | 15,468,709 |........ 3,273,360 |....... 12,195,349 |....... 18,950,381
13.2 Deferred premiums, agents' balances and installments booked but deferred and not yet due
(including § . ... 2,690,101 earned but unbilled premiums) ... 39,786,785 |............... 0f....... 39,786,785 |....... 27,746,038
13.3  Accrued retrospective premiums ... 0. 0o 0 .o 0
14, Reinsurance:
14,1 Amounts recoverable from reinSUrers .......... ... ..o 5,778,029 |............... 0........ 5,778,029 |........ 7,525,240
14.2 Funds held by or deposited with reinsured companies ... 567,775 ... 0f......... 567,775 |......... 626,366
14.3  Other amounts receivable under reinsurance CONtracts ..................ooooiiiiiiiiii 0. 0, 0., 0
15. Amounts receivable relating to uninsured plans . ... 0. 0o 0 .o 0
16.1  Current federal and foreign income tax recoverable and interest thereon ... 0. 0o 0 .o 0
16.2 Netdeferred tax asset .......... ... o i 23,269,248 |....... 14,455,943 |. ... 8,813,305 |....... 10,411,967
17, Guaranty funds receivable or ondeposit ........ .. ... 124,290 |............... 0f......... 724,290 |......... 772,593
18.  Electronic data processing equipment and software ......... ... 1,434,457 | ... ... 960,614 |......... 473,843 | ... .. 427,836
19.  Furniture and equipment, including health care delivery assets ($.............. 0) 1,248,406 |........ 1,248,406 |............... 0 o 0
20.  Net adjustment in assets and liabilities due to foreign exchangerates ... 64 ... 0 .o 64 ... 66
21, Receivables from parent, subsidiaries and affiliates ........... ... 859,931 |............... 0f......... 859,931 |......... 676,975
22, Healthcare (§.............. 0 ) and other amounts receivable ... 0. 0o 0 .o 0
23.  Aggregate write-ins for other than invested assets ......... ... 2,383,025 |............... 0f........ 2,383,025 |........ 2,383,025
24.  Total assets excluding Separate Accounts, Segregated Accounts and Protected Cell Accounts (Line 10toLine23) ............|.... 1,793,242,915 | ....... 22,338,742 |....1,770,904,173 |....1,778,544,979
25.  From Separate Accounts, Segregated Accounts and Protected Cell Accounts ... 0. 0o 0 .o 0
26, Totals (Line24andLine25) ... ... ... i 1,793,242,915 | ... 22,338,742 |....1,770,904,173 |....1,778,544,979
DETAILS OF WRITE-INS
0901, SWADS . ... O 0, (U PO 92,794
0002, e O 0, 0] s 0
0003, e O 0, 0 s 0
0998. Summary of remaining write-ins for Line 9 from overflowpage ... 0 .o 0o 0 .o 0
0999. Totals (Line 0901 through Line 0903 plus Line 0998) (Line9above) ............ ... 0. 0o 0 ......... 92,794
2301. Cash Surrender Value of Officer's Life Insurance ... 2,383,025 | ... 0........ 2,383,025 |........ 2,383,025
2302, 0] 0, 0] s 0
2303, 0] 0, 0 s 0
2398. Summary of remaining write-ins for Line 23 from overflowpage ... 0. 0o 0 oo 0
2399. Totals (Line 2301 through Line 2303 plus Line 2398) (Line 23@bove) ..o 2,383,025 | ... 0]........ 2,383,025 |........ 2,383,025




STATEMENT AS OF JUNE 30, 2008 OF THE Safety National Casualty Corporation
LIABILITIES, SURPLUS AND OTHER FUNDS

Cur1rent Decem2t>er 3,
Statement Date Prior Year
1. Losses (current accident year § .. ... 04,854,310 ) 1,107,490,309 |.... 1,041,452,991
2. Reinsurance payable on paid losses and loss adjustment eXpenses ........ ... ..o 0o 0
3. LSS adjUSIMENt BXPENSES . . ... 29,862,321 |....... 29,894,118
4. Commissions payable, contingent commissions and other similar charges. .. ............ .. ... 0o 0
5. Other expenses (excluding taxes, licenses and fees) . ... .. ... 11,618,913 |....... 15,190,401
6. Taxes, licenses and fees (excluding federal and foreign income taxes) .. ... ... 4,471,693 |........ 5,371,568
7.1 Current federal and foreign income taxes (including$ ....... (839,908) on realized capital gains (10sS€S)). ... 2,805,802 |........ 8,651,225
7.2 Netdeferred tax liability. . ... ... ... 0o 0
8. Borrowed money$............... 0 and interest thereon § ............... 0 0. 0
9. Unearned premiums (after deducting unearned premiums for ceded reinsurance of § ... 7,546,232 and including warranty
reservesof § ............. 0 ) 101,940,218 |...... 102,369,575
100 AVaNCE PreMIUM .. ..o 0o 0
11. Dividends declared and unpaid:
T4 StOCKNOIdETS. .. . 0 0
11,2 PolicynOlderS . . . 0o 0
12, Ceded reinsurance premiums payable (net of ceding ComMMISSIONS) ........ ... ... .. 4,178,609 |........ 5,872,130
13. Funds held by company under reinsurance treaties ... ........... ... 2,060,382 |........ 2,662,850
14, Amounts withheld or retained by company for account of others............. .. 17,912,654 |....... 19,204,159
15.  Remittances anditems notallocated. . ........ .o 3,724,656 |........ 5,621,140
16, Provision for reiNSUTANCE . .. ... ... 4,449,600 |........ 6,060,200
17, Net adjustments in assets and liabilities due to foreign exchangerates. ... ... 0o 0
18, Drafts oUtStaNding . ... ... . 0o 0
19.  Payable to parent, subsidiaries and affiliates ......... .. ... 0o 0
20 Payable for SECUMHIES . . ... ... ..o 3,241,898 |........ 1,885,851
21, Liability for amounts held under uninsured plans. . . ... . 0o 0
22, Capitalnotes$ ............... 0 and interest thereon § ............... 0 0. 0
23, Aggregate write-ins for liabilities .. ... ... . 3,053,528 |....... 71,357,217
24.  Total liabilities excluding protected cell liabilities (Line 1through Line 23). .. ... .. .. . 1,296,810,583 |.... 1,315,593,485
25, Protected cellliabilities ... ... o 0 0
26.  Total liabilities (Line 24 and LiNe 25). .. .. ... .. . o i 1,296,810,583 |.... 1,315,593,485
21, Aggregate write-ins for special SUrpIUS fUnds. . ... ... ... o 0o 0
28, Common capital SIOCK. . ... ... ... 5,000,000 |........ 5,000,000
29, Preferred capital STOCK . ... ... . 25,000,000 |....... 25,000,000
30.  Aggregate write-ins for other than special surplus funds . ... ... .. . 0o 0
3 SUIIUS MO . .. 0o 0
32. Gross paid in and contributed SUTPIUS. .. ... ... ... o 51,850,061 |....... 51,850,061
33, Unassigned funds (SUMPIUS). .. ... oo 392,243,529 |...... 381,101,433
34, Less treasury stock, at cost:
M 0 shares common (value included inLine 28§ .............. 0 ) 0o 0
M2 0 shares preferred (value includedinLine29§ .............. 0 ) 0o 0
35.  Surplus as regards policyholders (Line 27 through Line 33, lessLine 34) .. ... ... ... 474,093,590 |...... 462,951,494
30, TOAIS. 1,770,904,173 |.... 1,778,544,979
DETAILS OF WRITE-INS
2301, FOrward COMraCtS .. .. ... 3,053,628 |........ 3,935,916
2302. Payable for Security Transactions Not Yet Settled. ... ... .. 0f....... 67,421,361
ggggﬁ's'u'm}ﬁér'y'bf'r'ehiéi'nirig'w'r'it'e'-i'ris'fbrii’hé'2'3'f'r¢hib’v'e'rﬂbwpa'g'eﬁﬁﬁfﬁﬁﬁﬁfﬁﬁﬁﬁffﬁﬁﬁffﬁﬁﬁifﬁﬁﬁﬁfﬁﬁﬁﬁfﬁﬁﬁﬁfﬁﬁﬁﬁffﬁﬁﬁffﬁﬁﬁifﬁﬁﬁﬁfﬁﬁﬁﬁfﬁﬁﬁﬁfﬁﬁﬁﬁffﬁﬁﬁffﬁﬁﬁi R 8 IR 8
2399. Totals (Line 2301 through Line 2303 plus Line 2398) (Line 23@bove) . ....... ... o i 3,053,528 |....... 71,357,217
2701 0 0
2102 0 0
2703 0 0
2798. Summary of remaining write-ins for Line 27 from overflow page. . .............. 0 .o 0
2799. Totals (Line 2701 through Line 2703 plus Line 2798) (Line 27:abOVe) . ... ... . .. o i 0o 0
B0, 0 0
3002, 0 0
3003, 0 0
3098. Summary of remaining write-ins for Line 30 from overflow page. . ... 0 .o 0
3099. Totals (Line 3001 through Line 3003 plus Line 3098) (Line 30@bove) . .......... o o i 0o 0




STATEMENT AS OF JUNE 30, 2008 OF THE Safety National Casualty Corporation

STATEMENT OF INCOME

1 2 3
Current Year Prior Year Prior Year Ended
to Date to Date December 31
UNDERWRITING INCOME
1. Premiums earned:
1.1 Direct (written$ ... 134,976,779 ) oo 140,357,632 |..... 150,293,793 |..... 297,106,714
1.2 Assumed (written§ ... 22 04T ) 16,574,861 |...... 16,120,322 |...... 35,751,975
1.3 Ceded (written§ . ... 11,496,737 ). 11,886,422 |...... 14,827,446 |...... 28,689,423
1.4 Net (written§ ... 144,622,080 ) ..o 145,046,071 |..... 151,586,669 |..... 304,169,266
DEDUCTIONS:
2. Losses incurred (current accident year $ ... ... 94,938,036 ):
2.1 DB 94,066,560 |..... 123,077,639 |..... 222,176,351
2.2 ASSUMEA . ... 8,409,986 |....... 8,205,987 |...... 17,459,048
2.3 CBUBA . 3,638,834 |...... 18,064,197 |...... 22,181,968
2 NBt 98,837,712 |..... 113,219,429 |..... 217,453,431
3. Loss adjustment expenses inCUITed . ........ ... ... 2,167,753 |....... 2,364,469 |....... 9,681,840
4. Other underwriting eXpenses iNCUITed. . . ... ... o 39,015,939 |...... 40,473,099 |.... .. 78,784,430
5. Aggregate write-ins for underwriting deductions .. ... 0 .o 0] ... 0
6. Total underwriting deductions (Line 2through Line 5) ........ ... .. . 140,021,404 |... .. 156,056,997 |..... 305,919,701
7. Netincome of protected cells. ......... .. .. ... O O
8. Net underwriting gain (loss) (Line 1minusLine6plusLine 7)...... ... .. .. 5,024,667 |...... (4,470,328) |...... (1,750,435)
INVESTMENT INCOME
9. Netinvestmentincome eared. . . .......... ..o 42,920,813 |...... 39,695,816 |...... 80,902,230
10.  Net realized capital gains (losses) less capital gains tax of $ ......... (383,608) ... (7,434,058)(........ (849,418) |...... (2,051,446)
11. Net investment gain (loss) (Line 9plusLine 10) ....... .. .. . 35,486,755 |...... 38,846,398 |...... 78,850,784
OTHER INCOME
12, Net gain or (loss) from agents' or premium balances charged off (amount recovered § ............ 328
amount charged off§ ............. D)) (289)f........ (186,780 |........ (186,390)
13.  Finance and service charges not included in premiums . ... 0 .o 0] ..o 0
14.  Aggregate write-ins for miscellaneous income. . ... 0 .o 0. 0
15. Total other income (Line 12through Line 14) .. ... .. . (289)]........ (186,780) [........ (186,390)
16.  Net income before dividends to policyholders, after capital gains tax and before all other federal and
foreign income taxes (Line 8 plus Line 11plusLine 15) ... ... .. ... 40,511,133 |...... 34,189,290 |...... 76,913,959
17, Dividends to policyholders ... ... . O O
18.  Net income, after dividends to policyholders, after capital gains tax and before all other federal and
foreign income taxes (Line 16 minusLine 17) . ... . 40,511,133 |...... 34,189,290 |...... 76,913,959
19. Federal and foreign income taxes incurred. . ........ .. ... 6,434,167 |....... 8,144,335 |...... 22,985,845
20. Netincome (Line 18 minus Line 19) (toLine22) ... ... ..o 34,076,966 |...... 26,044,955 |...... 53,928,114
CAPITAL AND SURPLUS ACCOUNT
21, Surplus as regards policyholders, December 31 prioryear......... .. .. ... 462,951,494 | ... 416,026,252 |..... 416,026,252
22, Netincome (fromLine 20) ....... ..o 34,076,966 |...... 26,044,955 |...... 53,928,114
23. Net transfers (to) from Protected Cell accounts. ............ ... 0 .o 0 ... 0
24, Change in net unrealized capital gains or (losses) less capital gains tax of § ... .. (4,347194) .. (16,034,584)|....... 6,131,369 |...... (4,341,132)
25.  Change in net unrealized foreign exchange capital gain (10SS)........... ... (1,923,250) | ....... 1,054,804 |....... 2,146,122
26. Change innet deferred income tax .. ... ... ... 2,112,267 |......... 382,759 |....... 8,920,586
27, Change innonadmitted @SSets. . . ... .. .. o (7,799,903)|...... 3,409,276) | ... .. 10,278,648
28. Change in provision for FeiNSUFANCE .. ... ... .. ..o i 1,610,600 |...... (1,735,600) |...... (1,449,800)
29, Change in SUMPIUS MOLES . . ... ... .o 0 .o 0] ..o 0
30. Surplus (contributed to) withdrawn from protected cells .. ......... .. ... 0 .o 0] ... 0
31, Cumulative effect of changes in accounting principles . . ........ ... 0 ..o 0. 0
32. Capital changes:
320 PaIN . (U PO 0 0
32.2 Transferred from surplus (Stock Dividend) ....... ... ... 0 .o 0] ... 0
32.3 Transferred O SUMPIUS. . ... ... o 0 .o 0. 0
33, Surplus adjustments:
38 PN 0, 0 0
33.2 Transferred to capital (Stock Dividend) . ...... ... ... 0 .o 0] ... 0
33.3 Transferred from capital ... ... 0 ..o 0. 0
34, Netremittances from or (to) Home Office........... ... e O 0
35. Dividends to stockholders. ......... ... o (1,000,000 |...... (1,000,000 |...... (2,000,000)
36. Changeintreasury Stock ... ... . 0 .o 0] ..o 0
37, Aggregate write-ins for gains and losses in SUrPIUS. . .. ... ... 0 ..o 0. 0
38.  Change in surplus as regards policyholders (Line 22 through Line 37). ... .. .. . 11,142,006 |...... 27,469,011 |.... .. 46,925,242
39. Surplus as regards policyholders, as of statement date (Line 21 plus Line 38) .......... ... 474,093,590 |..... 443,495,263 |..... 462,951,494
DETAILS OF WRITE-INS
80T 0, 0 0
000, 0, 0 0
0003, 0, 0 0
0598. Summary of remaining write-ins for Line 5 from overflow page. ........... ... 0 .o 0] ... 0
0599. TOTALS (Line 0501 through Line 0503 plus Line 0598) (Line 5above).......... ... 0 .o 0. 0
00 (U PO 0 0
0. (U PO 0 0
03, 0, 0 0
1498. Summary of remaining write-ins for Line 14 from overflow page. . .......... ... 0 .o 0] ... 0
1499. TOTALS (Line 1401 through Line 1403 plus Line 1498) (Line t4above)......... ... [ 0 s, 0 0
0, 0 0
(U PO 0 0
(U PO 0 0
3798. Summary of remaining write-ins for Line 37 from overflow page. ................... 0 .o 0] ... 0
3799. TOTALS (Line 3701 through Line 3703 plus Line 3798) (Line 37:above)......... .. ... 0 ..o 0. 0




STATEMENT AS OF JUNE 30, 2008 OF THE Safety National Casualty Corporation

CASH FLOW

1 2
Current Year Prior Year Ended
To Date December 31
Cash from Operations
1. Premiums collected net of FeiNSUTANCE. .. .. ... . e 139,015,546 |.............. 298,104,270
2. Netinvestment NCOMe ... .. o 774,983 | 78,134,936
3. MISCEllaNEOUS INCOME . ... .. e e 58,302 | ... 842,582
4. Total (Line 1through Line 3) ..o 180,848,831 |.............. 377,081,788
5. Benefit and loss related payments . ... ... o 31,662,359 |............... 88,658,188
6. Net transfers to Separate Accounts, Segregated Accounts and Protected Cell Accounts .. ................. O
7. Commissions, expenses paid and aggregate write-ins for deductions. ........... .. ... 44,687,159 |............... 83,893,192
8. Dividends paid to policyholders . . ... .. ... .o O
9. Federal and foreign income taxes paid (recovered) netof§ ............... 0 tax on capital gains (l0sses) ... 11,895,982 |............... 14,619,532
10, Total (Line 5through Lingd) ... .o 88,245,500 |.............. 187,170,912
11. Net cash from operations (Line 4 minus Line 10) ... ... .. . o 92,603,331 |.............. 189,910,876
Cash from Investments
12. Proceeds from investments sold, matured or repaid:
120 BONGS .. 100,120,001 |.............. 200,480,884
12,20 SHOCKS . o 3,126,689 |................ 9,561,365
12,3 Mortgage loans ... ... o 20,958,238 |................ 9,199,593
12,4 RealeStale ... ..o 0 1,850,000
12,5 Otherinvested @SSetS .. .. .. ... . e e 113,918,248 |............... 16,126,806
12.6 Net gains or (losses) on cash, cash equivalants and short-terminvestments............. ... 0
12.7 MisCEllaN@OUS PrOCEEAS . . .. ... ..o 8,253 |............... 46,665,453
12.8 Total investment proceeds (Line 12.1through Line 12.7) ... ... o 238,131,429 (.............. 283,884,101
13.  Cost of investments acquired (long-term only):
801 BONGS . 246,723,837 |.............. 341,642,746
1802 SHOCKS e 18,640,651 |............... 28,563,959
13,3 Mortgage loans ... ... o L2AT7 | 22,137,904
134 RealeState ... o 18,027,400 |................ 8,171,381
13,5 Otherinvested @SSetS . ... .. ... . | 19,635,010 |.............. 108,169,149
13.6 Miscellaneous applications . .. .. ... ... .o 65,972,520 ... 0
13.7 Total investments acquired (Line 13.1through Line 13.6) ... ... .. 370,247,335 |.............. 508,685,139
14, Netincrease or (decrease) in contract loans and premium notes ........... . ... . 0 0
15.  Net cash from investments (Line 12.8 minus Line 13.7minus Line 14) ... ... .. ... (132,115,906) | ............. (224,801,038)
Cash from Financing and Miscellaneous Sources
16.  Cash provided (applied):
16.1 Surplus notes, capital NOtES ... ... ... .o 0 0
16.2 Capital and paid in surplus, less treasury Stock . ... .. 0 0
16,3 BOrrowed fUNS . .. .. ... 0| 0
16.4 Net deposits on deposit-type contracts and other insurance liabilities . .......... ... ... 0 0
16.5 Dividends to StockhOlders ... ... . o | 1,000,000 |................ 2,000,000
16.6  Other cash provided (applied) . ........ ... . o (5,170,166) |................ 4,610,881
17. Net cash from financing and miscellaneous sources (Line 16. 1 through Line 16.4 minus Line 16.5plusLine 16.6) ......................................| ... (6,170,166) |................ 2,610,881
RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS
18.  Net change in cash, cash equivalents and short-term investments (Line 11 plus Line 15 plus Line 17) ....................... (45,682,741)].............. (32,279,281)
19. Cash, cash equivalents and short-term investments:
190 BegIMING Of YBar. ..o 97,702,328 |.............. 129,981,609
19.2 Endofperiod (Line 18 plus Line 19.1) . ..o oo 52,019,587 |............... 97,702,328
Note: Supplemental disclosures of cash flow information for non-cash transactions:
20,0000 | Of oo 0
20,0002 . Of oo 0
20,0008 Of oo 0
20,0004 Of oo 0
20,0005 | Of oo 0
20,0008 . | Of oo 0
20,0007 Of oo 0
20,0008 . | Of oo 0
20,0000 L Of oo 0
20,0000 Of oo 0




STATEMENT AS OF JUNE 30, 2008 OF THE Safety National Casualty Corporation
NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies

None.

Accounting Changes and Corrections of Errors

N/A.

Business Combinations and Goodwill

N/A.

Discontinued Operations

In 2005, the Company experienced losses in its non-core property
catastrophe reinsurance business, the majority of which were
attributable to Hurricanes Katrina and Wilma and which cover the Company's
maximum exposure to this event. 1In the fourth quarter of 2005, the
Company decided to exit its non-core property catastrophe reinsurance
business and has not renewed or written any new reinsurance treaties in

this line of business.

The amounts related to Discontinued Operations and the effect on the
Company's Balance Sheet and Statement of Income is as follows:

Balance Sheet at June 30, 2008

Assets
Line 13.1 Uncollected premiums and agents' balances $139,000
in the course of collection
Line 13.2 Deferred premiums, agents' balances and 0
installments booked but deferred and not
yet due
Line 26 Total Assets $139,000

Liabilities, Surplus and Other Funds

Line 1 Losses $4,056,000
Line 26 Total liabilities $4,056,000

Statement of Income as of June 30, 2008

Line 1 Premiums earned S 8,000
Line 2 Losses incurred 42,000
Line 4 Other underwriting expenses incurred 3,000
Line 6 Total underwriting deductions 45,000
Line 8 Net underwriting loss (37,000)
Line 9 Net investment gain 37,000
Line 16 Net income before dividends to policy

holders, after capital gains tax and before

all other federal and foreign income taxes 0
Line 18 Net income, after dividends to policy

holders, after capital gains tax and before

all other federal and foreign income taxes 0
Line 19 Federal and foreign income taxes incurred 0
Line 20 Net income 0

Investments

The following represents the only significant change since the 12/31/07
Annual Statement:

A. Mortgage Loans
(4) As of year end, the Company held mortgages with interest more
than 180 days past due with a recorded investment of $2,104,538,

excluding accrued interest in the amount of $637,089.

(7) At June 30, 2008 the Company had impaired mortgage loans without
an allowance for credit losses of $1,445,051.

(8) At June 30, 2008 the Company had average recorded investment in
impaired loans of $1,445,051.

(9) At June 30, 2008 the Company had interest income recognized during
the period the loans were impaired of $321,915.

(10) At June 30, 2008 the Company had interest income recognized on a
cash basis during the period the loans were impaired of $287,969.

(12) The Company recognized interest income on its impaired loans upon
receipt.




STATEMENT AS OF JUNE 30, 2008 OF THE Safety National Casualty Corporation
NOTES TO FINANCIAL STATEMENTS

F.

Real Estate

(2) The Company classified two properties as held for sale during lst
quarter 2008. The Company expects to sell both properties in 2008,
there is a letter of intent to sell one of the properties, the
other is currently being marketed for sale.

Joint Ventures, Partnerships and Limited Liability Companies

A.

The Company has no investments in Joint Ventures, Partnerships or
Limited Liability Companies that exceed 10% of its admitted assets.

The Company did not recognize any impairment write down for its
investments in Joint Ventures, Partnerships and Limited Liability
Companies during the statement periods.

Investment Income

No significant change since the 12/31/07 Annual Statement.

Derivative Instruments

No significant change since the 12/31/07 Annual Statement.

Income Taxes

The following represents the only significant change since the 12/31/07
Annual Statement:

A.

The components of the net deferred tax asset at June 30 were as
follows:

Total of gross deferred tax assets $25,224,928
Total of deferred tax liabilities 1,955,680
Net deferred tax asset 23,269,248
Deferred tax asset nonadmitted $14,455,943
Net admitted deferred tax asset $ 8,813,305
Increase 1in nonadmitted asset $(8,158,123)

The provisions for incurred taxes on earnings for the years ended
June 30 are:

Current year expense $6,434,167
Realized capital gains tax (383,608)
Current income tax expense $6,050,559

The tax effects of temporary differences that give rise to significant
portions of the deferred tax assets and deferred tax liabilities are as
follows:

June 30,
2008

DTA's
Unearned premiums $6,664,259
Net unrealized capital losses 6,418,424
Reserves 5,043,610
Bonds 2,411,167
Non-admitted assets 1,496,030
Agents' balances 1,145,676
Renewal Rights 1,064,000
Other 675,047
Real Estate 306,715

Total DTAs 25,224,928
Nonadmitted DTAs 14,455,943

Admitted DTAs 10,768,985
DTL's
Net unrealized —capital gains 867,277
Preferred stock 373,032
Partnerships/LLC's 715,371

Total DTL 1,955,680
Net admitted DTA $8,813,305

The change in net deferred income taxes is comprised of the following:

June 30, Dec 31,
2008 2007 Change
Total DTAs $25,224,928 $19,058,878 $6,166,050
Total DTLs 1,955,680 2,349,091 (393,411)
Net DTA 23,267,248 16,709,787 6,559,461
Tax effect of unrealized gains (4,347,194)
Change in net deferred income tax 2,212,267
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NOTES TO FINANCIAL STATEMENTS

10.

11.

12.

13.

14.

15.

le.

17.

18.

D. The provision for federal income taxes incurred is different from that
which would be obtained by applying the statutory federal income tax
rate to income before income taxes. The significant items causing this
difference are as follows:

Income Tax Effective
Expense Rate
Expense computed at statutory rate $14,044,634 35.0%
Tax-exempt interest (6,784,855) (16.9)
Other (3,421,487) (8.5)
Total $ 3,838,292 9.6%
Federal income taxes incurred $6,434,167 16.0%
Realized capital gains tax (383,608) (1.0%)
Change in net deferred income taxes (2,212,267) (5.4%)
Total statutory income taxes $3,838,292 9.6%
E. (2) Income taxes incurred in the current and prior years that will be
available for recoupment in the event of future net losses are as

follows:
a. 2008 $ 5,026,545
b. 2007 $21,009,308
Information Concerning Parent, Subsidiaries and Affiliates
A., B., C. The Company paid preferred stock dividends to DFG as follows:
January 2008 $1,000,000
The Company acquired an interest in three affiliated entities
during 2003. At June 30, 2008 and December 31, 2007 the total
investment amounts to $44,476,032 and $57,615,911,

respectively.

In March 2008, the $18,466,708 note held with the Company's
ultimate parent, Delphi Financial Group, Inc. matured.

D. At June 30, 2008, the Company reported $859,931 as amounts due from
Subsidiary Companies, $832,931 from Safety First Insurance Company,
and $27,000 from Safety National Re. The terms of the agreements
require that these amounts be settled within 30 days.

Debt

A. N/A.

Retirement Plans, Deferred Compensation, Postemployment Benefits and
Compensated Absences and Other Postretirement Benefit Plans

No significant change since the 12/31/07 Annual Statement.
Capital and Surplus, Dividend Restrictions and Quasi-Reorganizations

The following represents the only significant change since the 12/31/07
Annual Statement:

(9) Unrealized losses of $10,229,691.
Contingencies

N/A.

Leases

N/A.

Information About Financial Instruments With Off-Balance Sheet Risk and
Financial Instruments With Concentrations of Credit Risk

No significant change since the 12/31/07 Annual Statement.

Sale, Transfer and Servicing of Financial Assets and Extinguishments of
Liabilities

N/A.

Gain or Loss to the Reporting Entity from Uninsured Plans and the
Uninsured Portion of Partially Insured Plans

N/A.
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19.

20.

21.

22.

23.

24.

25.

26.

27.

28.

29.

30.

31.

Direct Premium Written/Produced by Managing General Agents/Third Party
Administrators

N/A.
Other Items

The following represents the only significant change since the 12/31/07
Annual Statement:

D. At June 30, 2008 and December 31, 2007 the Company had admitted assets
of $51,982,134 and $46,696,419, respectively, in accounts receivable
for amounts due from agents. The Company routinely assesses the
collectibility of these receivables. Based upon Company experience,
less than 1% of the balance may become uncollectible and the potential
for loss is not material to the Company's financial condition.

I. As of June 30, 2008, the Company owned subprime Residential Mortgage
Backed Securities with a cost, book adjusted carrying value and fair
value of $10,441,458, $10,610,573 and $6,999,854, respectively.

Events Subsequent

N/A.

Reinsurance

C. Reinsurance Assumed and Ceded

(1) Assumed Ceded
Reinsurance Reinsurance Net
Premium Commission Premium Commission Premium Commission
Reserve Equity Reserve Equity Reserve Equity
Related $ 908,396 S 0 s 0 s 0 $ 908,396 S 0
Other 14,030,318 1,117,098 7,546,232 935,224 6,484,086 181,874

Total $14,938,714 $1,117,098 $7,546,232 $ 935,224 $7,392,482 $181,874

Direct Unearned Premium Reserve $94,547,736.

E. The Company commuted one reinsurance treaty with ING Re (UK) Ltd. The
Company recorded no material income statement impact from the
transaction as the consideration received approximated the reserves
assumed.

Retrospectively Rated Contracts & Contracts Subject to Redetermination

No significant change since the 12/31/07 Annual Statement.

Change in Incurred Losses and Loss Adjustment Expenses

No significant change since the 12/31/07 Annual Statement.

Intercompany Pooling Arrangements

N/A.

Structured Settlements

No significant change since the 12/31/07 Annual Statement.

Health Care Receivables

N/A.

Participating Policies

N/A.

Premium Deficiency Reserves

As of June 30, 2008 and December 31, 2007 the amount of liabilities

recorded related to premium deficiency reserves was $0. Anticipated

investment income was considered as a factor in the premium deficiency
calculation.

High Deductibles

No significant change since the 12/31/07 Annual Statement.

Discounting of Liabilities for Unpaid Losses or Unpaid Loss Adjustment
Expenses

No significant change since the 12/31/07 Annual Statement.
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32.

33.

34.

Asbestos/Environmental Reserves

No significant change since the 12/31/07 Annual Statement.
Subscriber Savings Accounts

N/A.

Multiple Peril Crop Insurance

N/A.
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STATEMENT AS OF JUNE 30, 2008 OF THE Safety National Casualty Corporation

SCHEDULE T - EXHIBIT OF PREMIUMS WRITTEN

Current Year to Date - Allocated by States and Territories

1 Direct Losses Paid
Direct Premiums Written (Deducting Salvage) Direct Losses Unpaid
2 3 4 5 6 7

Active Current Year Prior Year Current Year Prior Year Current Year Prior Year

States, etc. Status To Date To Date To Date To Date To Date To Date
CAlRbama. . AL L. 1,653,002 |..... 1,465,325 |....... 581,425 | ... .. 742,536 |.... 18,158,074 |.... 22,324,667
2. Alaska. . AK L 204 ... 3,200 |....... 113,366 |............ 0f..... 1,961,513 |..... 1,718,673
3 ANIZONA. . AZ L. 397,786 |....... 511,540 |..... .. 21,910 |........ 82,660 |.... 10,511,499 |.... 10,084,691
AOATKANSAS .l AR IL........|... .. 1,799,164 | ... 1,762,777 |....... 115,308 |........ 77,383 | ... .. 7,193,741 .. . 6,525,191
5. California ... ... CAL......... 11,397,056 |.... 16,137,301 |..... 3,243,641 | ... 1,731,725 | ... 69,776,103 |.... 64,991,084
6. Colorado. ... ... .. COfL.........|..... 1,381,435 |..... 1,585,332 |....... 470,187 | ... .. 408,943 | ... 9,506,442 |..... 9,833,270
7.ComnecticUt ... ... CT [L.........|....... 864,922 |..... 1,012,604 |....... 364,725 ... .. 435,212 | ... 21,241,773 |. ... 17,056,690
8. Delaware ... ... DE |L.........|....... 240,810 |....... 198,520 |....... 207,265 |....... 163,215 | ... .. 2,455,920 | ... .. 3,021,113
9. District of Columbia. . ........ ... . DC |L........|....... 115,126 |..... .. 101,508 |............ 0f........ 16,112 |..... 1,255,093 |..... 1,202,550
10 Florida .. FLOIL....... | 3,984,9%4 | ... .. 2,519,373 |..... 3,598,183 | ... .. 1,521,835 |.... 66,963,405 |.... 62,822,594
T GOTGIA . . - GA[L.........|..... 5,429,255 | ... .. 6,338,948 |..... 2,562,056 |...... (100,008) |.... 36,235,031 |.... 34,761,999
2. Hawail. .. HeOLoo 91,037 |....... 242,984 |......... (139)]............ 0f....... 910,429 |....... 728,024
13.0daho. D L. 326,259 |....... 357,658 |............ 0f............ 0f....... 885,767 |....... 715,059
W lN0IS . . Lol 10,947,054 |.... 10,485,239 |..... 5,195,110 |... .. 5,383,826 |... 144,512,729 |... 131,241,502
5. Indiana. .. IN L 1,477,484 | ... 1,433,251 |....... 104,346 |....... 222,039 |.... 11,498,467 |.. .. 13,837,800
16, loWa AL 639,782 |....... 447,749 | 187,596 |....... 447,441 1. 5,719,009 |..... 5,532,138
T KANSAS . . KS |L.........|..... 3,706,020 |..... 3,852,217 |....... 876,901 |..... .. (58,003)|.... 12,932,195 |.... 11,181,666
18 KentUCKY .. KY |[L.......|....... 651,725 |....... 818,172 |..... .. 716,879 |..... .. 979,516 |.... 17,064,127 |.... 17,335,529
19 L0UISIANG . . ... LA L. |..... 6,873,337 |... .. 6,888,008 |..... 1,693,726 |..... 1,932,265 |.... 44,767,761 |.... 39,689,839
200 Maine . MEIL.........|..... 1,459,604 |..... 1,486,934 |. ... 848,484 | .. . .. 391,202 |.... 16,712,282 |.... 15,844,371
20 Maryland ... MDfL.........|..... 2,212,133 | ... .. 2,042,941 | ... 854,524 | ... .. 387,909 |.... 14,822,692 |.... 11,890,333
22. Massachusetts ......... .. ... MA L. |..... 1,462,091 |..... 1,716,483 |..... 1,001,3% |..... 1,170,052 |.... 26,850,188 |.... 25,122,696
23, Michigan. ... ME L 980,281 |..... 3,144,365 | ... 897,653 |....... 868,648 |.... 29,041,365 |.... 31,314,334
24 MINNeSOta ... MN (L. 921,536 |....... 887,839 |........ 90,611 |........ 42,315 | ... .. 2,860,154 | ... .. 2,630,170
25, MISSISSIDPI . ... MS IL........|..... 3,177,386 | ... 3,240,436 |... .. 1,211,851 |....... 560,594 |.... 25,995,250 |.... 29,240,166
26, MISSOUN . ... MO fL.........|..... 6,979,211 | ... .. 7,722,055 |..... 1,172,530 |..... 1,650,981 |.... 50,918,362 |.... 44,155,100
20 MONtaNa. .. MT L. | 554,714 | ... 310,543 |........ 37,699 | ... 27,315 | ... 2,305,825 |..... 1,956,634
28 Nebraska . ... .. NE IL.......|........ 36,758 |........ 61,208 |............ 0]....... 124,585 | ... .. 3,873,398 | ... .. 4,145,382
20 Nevada. ... ... NV L 4,642,338 | ... .. 4,949,124 | ... 286,787 |..... .. 439,224 | ... 16,541,448 |. .. 14,840,033
30. New Hampshire. ... NH L. ... 1,043,107 |..... 1,464,400 [......... .. 0f........... 0f..... 2,213,195 | ... .. 2,061,286
31 NEWJBISEY ... NOL 2,172,133 | ... .. 3,259,860 |..... 1,067,873 |....... 775,833 |.... 30,229,373 |.... 28,479,099
32 NeWMeXICO . ... .o NM (L. 615,832 |....... 862,618 |..... .. 163,465 |...... .. 77,801 ... .. 4,819,298 | ... .. 3,943,153
3 New York . NY L. ... 13,399,072 | ... 14,930,688 |....... 579,379 |..... 1,032,467 |.... 96,893,750 |.... 62,732,485
34, North Carolina. . ... . NC IL........|..... 3,362,597 |..... 2,821,997 |....... 535,997 |..... 1,268,184 |.... 19,129,514 | ... 17,851,461
35. North Dakota. ... .. ND IL.......|......... 3,012 | ... 2,01 . 0f........... 0f........ 1,761 ... 867
36, OO .. OH [L.........[..... 5,484,679 | ... .. 6,234,895 |..... 2,850,314 | ... .. 2,596,102 |.... 79,571,848 |.... 71,511,334
3. 0Klahoma. ... OK [L.........|..... 1,323,864 |..... 1,637,892 |....... 760,897 |..... 1,074,906 |.... 15,816,354 |.... 12,467,255
38, OTBQON . .. OR[L.........|....... 488,139 |....... 630,018 |........ 74,620 | ... (161,166) | ..... 3,914,943 | ... 3,575,954
39, Pennsylvania. ... PA L. |..... 8,899,031 |... .. 9,134,759 | ... 2,258,385 | ... .. 2,610,194 | ... 63,722,118 |.... 63,104,670
40.Rhode Island ... ... RO | 106,484 |........ 75,158 | ... 0f........... 0f....... 659,616 |....... 660,027
4. South Carolina. . ... SCIL.........|..... 1,911,071 | ... 1,978,218 |........ 54,018 |........ 18,614 |..... 7,568,943 |... .. 7,096,191
42.South Dakota. . ... ... ... SO (L. 318,572 |....... 662,757 |........ 28,436 |...... .. 25,232 (... .. 3,939,822 |... .. 2,905,645
A3 TOMNESSEE. ... TN L] 1,214,866 |..... 1,217,599 |....... 334,088 |....... 426,903 |.... 14,523,285 |.... 14,362,183
B TOXAS . XL 2,837,579 | ... .. 2,881,050 |....... 493,080 |....... 977,217 |.... 39,623,065 |.... 44,175,536
A5 Utah . UT L. 446,109 |....... 447,280 |........ 20,554 | ... 672 ... .. 3,984,124 | ... .. 4,340,812
A6, Vermont. . VT L 633,105 |....... 669,425 |........ 22,136 |........ 13,369 |..... 1,465,425 | ... .. 1,225,425
AT Virginia. ..o VA L. |..... 5,568,427 | ... .. 4,946,327 |....... 515,726 |..... .. 468,390 |.... 16,551,837 |.... 13,827,081
48. Washington .. ... WA L. |..... 5,336,398 |... .. 5,546,601 |....... 884,378 |..... 1,282,665 |.... 43,647,304 |.... 37,035,567
49, West Virginia. .. ... WL 11,943 | ... 180 149,560 | ... .. 3,421,309 | ... .. 3,533,558
50, WISCONSIN. . ... WL 1,503,911 |..... 1,611,188 |....... 9172 (... 183,509 |.... 10,627,240 |... .. 6,474,302
S1WYOMING ..o WY (Lo 1,375 ... 1,02 ... 0f........... 0f........ 1,94 |, 1,504
52. AMerican Samoa. .......... ... AS IN....... ... 0f............ 0]............ 0f............ 0f............ 0f............ 0
58, GUAM . GU N ......f........... 0f............ 0 f........... 0f............ 0f............ 0f............ 0
54, Puerto RICO ... PRIN ... | 0f............ 0 f........... 0f............ 0f............ 0f............ 0
55. U.S. Virginlslands. ... VICIN 0f............ 0 f........... 0f............ 0f............ 0f............ 0
56. Northern Mariana lslands. ............................. ... MPIN ... 0f............ 0 ... 0f............ 0f............ 0f............ 0
57.CaNada. ... .. CN [L.........|..... 3,842,999 | ... .. 3,406,371 ... 0f............ 0f..... 1,861,487 |..... 2,180,960
58. Aggregate Other Alien ... oT XXX | 0o O 0f............ 0f........ 30,039 |........ 54,013
50, Totals . .. (a)...51 134,976,779 | ... 146,158,566 |.... 37,912,538 |.... 32,660,124 |. 1,143,687,616 |. 1,039,343,666

DETAILS OF WRITE-INS

5801, Bermuda. . ... . XXX | 0f............ 0f............ 0f............ 0f........ 30,039 |........ 54,013

D802, XXX | 0f............ 0 f........... 0f............ 0f............ 0f............
D803, XXX | 0f............ 0 f........... 0f............ 0f............ 0f............ 0
5898. Summary of remaining write-ins for Line 58 from overflow page.......................... XXX | 0 ... 0. 0f ... 0f ... 0. 0
5899. TOTALS (Line 5801 through Line 5803 plus Line 5898) (Line 58 above) ................... XXX | 0f............ 0 f............ 0f............ 0f........ 30,039 |........ 54,013

(a) Insert the number of "L" responses except for Canada and Other Alien.
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