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STATEMENT AS OF SEPTEMBER 30, 2009 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 . 1,609,201,325 | ... 1,609,201,325 |....1,451,573,038
2. Stocks:
2.1 Preferred StOCKS ... 56,239,395 ... 56,239,395 |....... 54,888,405
2.2 CoMMONSLOCKS ... 109,507,490 |......... 578,845 |...... 108,928,645 |...... 102,729,478
3. Mortgage loans on real estate:
B RISEIONS .o 3,492,120 |......... 206,060 |........ 3,286,060 |........ 8,621,908
3.2 Otherthanfirstliens ... ... . 1,674,448 | 1,674,448 | ... 1,638,879
4. Realestate:
4.1 Properties occupied by the company (less$................. encumbrances) ... 26,021,950 | ... 26,021,950 |....... 22,131,576
4.2 Properties held for the production of income (less§................. encumbrances) ...
4.3 Properties held for sale (less$................. eNCUMDBIances) ... 7,002,345 | 7,002,345 |........ 9,748,907
5 Cash($..... 17,998,658 ), cash equivalents ($................. )
and short-term investments ($ ... .. 90,410,701 ) oo 108,409,359 |................f. 108,409,359 |....... 92,899,439
6.  Contract loans (including$ ................. premium notes) ...
7. Otherinvested @ssets ... ... 118,815,281 | ... 118,815,281 |....... 43,801,234
8. Receivables for SECUMItIES ... ... . o 1,792,675 | 1,792,675 |....... 17,203,386
9. Aggregate write-ins for invested assets . ........... ...
10.  Subtotals, cash and invested assets (Line 1toLine9) ... ... .. ... 2,042,246,388 |......... 784,905 |....2,041,461,483 |....1,805,842,250
1. Titleplantsless$.................. charged off (for Title insurersonly) ...
12, Investment income due and aCCTUBT .............. ittt 23,869,235 |.......... 16,836 |....... 23,862,399 |....... 22,592,686
13. Premiums and considerations:
13.1" Uncollected premiums and agents' balances in the course of collection ....................................... | 26,696,735 |........ 3,744,296 |..... .. 22,952,439 |....... 20,456,239
13.2 Deferred premiums, agents' balances and installments booked but deferred and not yet due
(including § . ... 3,447,617 earned but unbilled premiums) ... 50,750,782 | ... 50,750,782 |....... 30,700,766
13.3  Accrued retrospective premiums ...
14, Reinsurance:
14,1 Amounts recoverable from reinSUrers .......... ... ... oo 412219 | 412219 |........ 6,445,590
14.2 Funds held by or deposited with reinsured companies ... 203,876 ... 203,876 |......... 479,056
14.3  Other amounts receivable under reinsurance contracts .................coooioiiiiiiiiiii
15.  Amounts receivable relating to uninsured plans ...
16.1  Current federal and foreign income tax recoverable and interest thereon ... 11,735,603 | ... 11,735,603 |........ 2,741,314
16.2 Netdeferred tax asset .......... ... o i 43,668,410 |....... 30,499,494 | ... 13,168,916 |....... 10,371,160
17, Guaranty funds receivable or ondeposit ........ .. ... 570,507 | .. ... 570,507 |......... 691,290
18.  Electronic data processing equipment and software ... ... 3,538,906 |........ 2,613,926 |......... 924,980 |......... 542,324
19.  Furniture and equipment, including health care delivery assets ($................. ) 2,728,719 |........ 278,779 |
20.  Net adjustment in assets and liabilities due to foreign exchangerates ... 53
21, Receivables from parent, subsidiaries and affiliates ........... ... 1,074,088 | ... 1,074,088 |......... 555,497
22, Healthcare (§................. ) and other amounts receivable . ...
23.  Aggregate write-ins for other than invested assets ................... 2,383,025
24, Total assets excluding Separate Accounts, Segregated Accounts and Protected Cell Accounts (Line 10toLine23) ............|.... 2,211,205,505 |....... 40,388,236 |....2,170,817,269 |....1,903,801,250
25.  From Separate Accounts, Segregated Accounts and Protected Cell Accounts . ...
26, Totals (Line24andLine25) ... ... .. i 2,211,205,505 |....... 40,388,236 |....2,170,817,269 |....1,903,801,250
0998, Summary of remaining write-ins for Line 9 fromoverflow page ........... ... [ B DO RO INSUTRSOTO
0999. Totals (Line 0901 through Line 0903 plus Line 0998) (Line9above) .......... ...
2301. Cash Surrender Value of Officer's Life Insurance ........... ... 2,383,025
gggg OO IO OO DO EOUEOORRRUE FOSUURUSRRURRDOONY PRRORRRRORRY
2398. Summary of remaining write-ins for Line 23 from overflowpage .......... ...
2399. Totals (Line 2301 through Line 2303 plus Line 2398) (Line 23above) ........ ... 2,383,025




STATEMENT AS OF SEPTEMBER 30, 2009 OF THE Safety National Casualty Corporation
LIABILITIES, SURPLUS AND OTHER FUNDS

Cur1rent Decem2t>er 3,
Statement Date Prior Year
1. Losses (current accidentyear § ... 141,699,836 ). .. ... ... . 1,266,305,084 |.... 1,183,845,004
2. Reinsurance payable on paid losses and loss adjustment eXpenses .......... ... .o
3. LSS adjUSIMENt BXPENSES . . ... 31,652,593 |....... 31,142,609
4. Commissions payable, contingent commissions and other similar charges. ........ ...
5. Other expenses (excluding taxes, licenses and fees) . ... .. ... 14,643,243 |....... 13,340,438
6. Taxes, licenses and fees (excluding federal and foreign income taxes) .. ... ... 4,99,387 |........ 4,648,149
7.1 Current federal and foreign income taxes (including$................. on realized capital gains (10SS€S)) ... ...
7.2 Netdeferred tax liability. . ... ... ...
8. Borrowedmoney$ .................. andinterest thereon S. .. ... ...
9. Unearned premiums (after deducting unearned premiums for ceded reinsurance of § ... ... 11,911,903 and including warranty
reservesof § ................ RS URPRSUURUY R 150,886,607 |...... 108,026,014
10, AdVaNCe PremiUM . ...
11. Dividends declared and unpaid:
T StOCKNOIETS. .. .
1.2 Policyholders . . ... o
12, Ceded reinsurance premiums payable (net of ceding COMMISSIONS) . ....... ... ... . o 10,222,604 |........ 6,262,064
13. Funds held by company under reinsurance treaties ... ........... ... 1,843,435 ... ... 1,990,718
14, Amounts withheld or retained by company for account of others............. .. 21,391,566 |....... 13,765,257
15.  Remittances anditems notallocated. . ........ .o 3,200,989 |........ 2,674,397
16, Provision for reiNSUTANCE . .. ... ... 2,043,000 |........ 4,504,200
17, Net adjustments in assets and liabilities due to foreign exchange rates. ......... .. ...
18, Drafts outstanding. ... ... o
19.  Payable to parent, subsidiaries and affiliates . ......... .. ..
20 Payable for SECUMHIES . . ... ... .o 18,044,549 |........ 2,695,814
21, Liability for amounts held under uninsured plans. . . ... ..
22, Capitainotes$ .................. andinterestthereon$. ... .. ..
23, Aggregate write-ins for liabilities .. ... ... 26,947,670 |...................
24.  Total liabilities excluding protected cell liabilities (Line 1through Line 23). .. ... .. .. . 1,552, 177,721 |.... 1,372,894 ,664
25, Protected cell liabilities . . .. ... .. ..o
26.  Total liabilities (Line 24 and LiNe 25). .. .. ... .. . o i 1,652,177,727 |.... 1,372,894 ,664
21, Aggregate write-ins for special SUFPIUS fUNDS. . . ... ... .. o o
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 . ......... ...
31 SUIPIUS MOES . .. 40,591,111 |....... 40,000,000
32, Gross paid in and contributed SUTPIUS. ... .. ... ... o 106,649,399 |...... 106,649,399
33, Unassigned funds (SUMPIUS). .. ... oo 441,399,032 |...... 354,257,187
34, Less treasury stock, at cost:
M shares common (value includedin Line 28 ................. )
M2 shares preferred (value includedinLine 29§ ................. )
35.  Surplus as regards policyholders (Line 27 through Line 33, lessLine 34) .. ... ... ... 618,639,542 |...... 530,906,586
30, TOAIS. 2,170,817,269 |.... 1,903,801,250
DETAILS OF WRITE-INS
2301. Retroactive Insurance ASSUMEA RESEIVES . . .. .. ... .. e e 25,776,163 |..............ol.
2302. Retroactive Insurance Assumed Other EXPENSES. . ... ... .. .o o AAT1507 |
ggggﬁ'sum'mér'y'bf'r'em'éi'nihg'Wr'it'e'-iris’fbrii’he"2'3'f'r¢in'b’vé’rf'wpé'g'eﬁffﬁﬁﬁffﬁﬁﬁifﬁﬁﬁifﬁﬁﬁﬁfﬁﬁﬁﬁfﬁﬁﬁﬁfﬁﬁﬁﬁfﬁﬁﬁﬁfﬁﬁﬁﬁfﬁﬁﬁﬁfﬁﬁﬁﬁffﬁﬁﬁffﬁﬁﬁffﬁﬁﬁffﬁﬁﬁffﬁﬁﬁffﬁﬁ e
2399. Totals (Line 2301 through Line 2303 plus Line 2398) (Line 23@bove). ... .. .. .. o i 26,947,670 |...................
2T
2102, .
2103,
2798. Summary of remaining write-ins for Line 27 from overflow page. . ...
2199. Totals (Line 2701 through Line 2703 plus Line 2798) (Line 27:@bOVE) . ... ... ... o o
B0,
3002,
3003,
3098. Summary of remaining write-ins for Line 30 from overflow page. ...
3099. Totals (Line 3001 through Line 3003 plus Line 3098) (Line 30@bove) . ... ... o i




STATEMENT AS OF SEPTEMBER 30, 2009 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$ ... 206,742,623 ) o 221,368,297 |..... 211,658,179 |..... 284,550,617
1.2 Assumed (written§ ... 45,872,029 ) ..o 34,304,805 |...... 25,286,682 |...... 36,819,650
1.3 Ceded (written§ . ... 23,052, 110 ) 18,988,959 |...... 18,461,145 |...... 25,012,260
1.4 Net (written§ ... 29,462,473 ) o 236,684,143 |..... 218,483,716 |..... 296,358,007
DEDUCTIONS:
2. Losses incurred (current accident year § .. ... 142,137,937 ):
2.1 DB . 152,032,416 |..... 149,101,503 |..... 209,084,754
2.2 ASSUMEA . ... 9,270,613 |...... 12,360,603 |...... 18,925,063
2.3 CBUR . 11,196,677 |....... 6,994,689 |...... 11,554,853
24 NBt 150,106,352 |..... 154,467,417 |..... 216,454,964
3. Loss adjustment expenses inCUITed . ........ ... ... 3,688,849 |....... 3,317,606 |....... 5,754,359
4. Other underwriting eXpenses iNCUITed. . . ... ... o 76,993,533 |...... 64,091,836 |...... 82,125,031
5. Aggregate write-ins for underwriting deductions ... (1,451,997) ..o
6. Total underwriting deductions (Line 2through Line 5) ........ ... .. . 229,336,737 |..... 221,876,859 |..... 304,334,354
7. Netincome of protected cells. ... ... ... ..
8. Net underwriting gain (loss) (Line 1minusLine6plusLine 7)...... ... .. .. 7,347,406 |...... (3,393,143)|...... (7,976,347)
INVESTMENT INCOME
9. Netinvestmentincome eared. . ........... ..o 60,721,242 |...... 63,129,405 |...... 83,706,429
10. Net realized capital gains (losses) less capital gains tax of $ ... ... (7,361,067) ..o (39,622,751)|..... (11,555,428) |..... (21,337,143)
11. Net investment gain (loss) (Line 9plusLine 10) ....... .. .. . 21,098,491 |...... 51,573,977 |...... 62,369,286
OTHER INCOME
12. Net gain or (loss) from agents' or premium balances charged off (amount recovered § .......... 4,192
amount charged off$ ......... (165,850)) . .o (161,658)|.......... (5,328)........ (108,308)
13.  Finance and service charges not included in premiums . ...
14, Aggregate write-ins for miscellaneous income. . ...
15. Total other income (Line 12through Line 14) . ... .. . (161,658)|.......... (5,328)]........ (108,308)
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) ... ... .. ... 28,284,239 |.... .. 48,175,506 |...... 54,284,631
17, Dividends to policyholders ... ... . ...
18.  Net income, after dividends to policyholders, after capital gains tax and before all other federal and
foreign income taxes (Line 16 minusLine 17) . ... . 28,284,239 |.... .. 48,175,506 |...... 54,284,631
19.  Federal and foreign income taxes incurred. . ........ .. ... 10,213,442 |....... 7,357,406 |....... 8,185,761
20. Netincome (Line 18 minus Line 19) (toLine22) ... ... ..o 18,070,797 |...... 40,818,100 |...... 46,098,870
CAPITAL AND SURPLUS ACCOUNT
21, Surplus as regards policyholders, December 31 prioryear......... .. .. ... 530,906,586 |..... 462,951,49% |..... 462,951,494
22, Netincome (fromLine 20) ....... ..o 18,070,797 |...... 40,818,100 |...... 46,098,870
23. Net transfers (to) from Protected Cell accounts. .................... e
24, Change in net unrealized capital gains or (losses) less capital gains tax of § ... .. 17,702,282 ... 46,858,793 |..... (33,538,611) . .... (49,177,934)
25.  Change in net unrealized foreign exchange capital gain (10SS)........... .. ... oo 1,530,735 |........ (943,809) |...... (2,745,864)
26. Change innet deferred income tax . ... o 5176,779 |....... 7,747,269 |...... 19,300,260
27, Change innonadmitted @SSets. . . ... .. .. o 13,993,258 | ... .. (24,288,343) . .... (39,875,578)
28. Change in provision for FeiNSUFANCE .. ... ... .. . i 2,461,200 |......... 977,200 |....... 1,556,000
29, Change in SUrPIUS MOMES . . ... .. ... S| 40,000,000
30. Surplus (contributed to) withdrawn from protected cells .. ................
31, Cumulative effect of changes in accounting principles . . ........ .. ... 1,641,304 |
32. Capital changes:
320 PadIN . .
32.2 Transferred from surplus (Stock Dividend) ....... ...
32.3 Transferred O SUMPIUS. . ... ... o
33, Surplus adjustments:
330 PadIN . 54,799,338
33.2 Transferred to capital (Stock Dividend) . ........ .. ...
33.3 Transferred from capital . ... ...
34, Netremittances from or (to) Home Office.......... ... e
35. Dividends to stockholders. ......... ... o (2,000,000 |...... (2,000,000 |...... (2,000,000)
36. Changeintreasury stock ... ... ..
37, Aggregate write-ins for gains and losses in SUFPIUS. . .. ... ... ..o B
38.  Change in surplus as regards policyholders (Line 22 through Line 37). ... .. .. . 87,732,956 |..... (11,228,194) ... ... 67,955,092
39. Surplus as regards policyholders, as of statement date (Line 21 plus Line 38) .......... ... 618,639,542 |..... 451,723,300 |..... 530,906,586
DETAILS OF WRITE-INS
0501. Retroactive Insurance INCOME/LOSS. . ... ... ..o (1451,997) ..o
000, e
0003,
0598. Summary of remaining write-ins for Line 5 from overflow page. . .................
0599. TOTALS (Line 0501 through Line 0503 plus Line 0598) (Line 5above). ..o (1,451,997) ..o
0
0.
03,
1498. Summary of remaining write-ins for Line 14 from overflow page. ........... ...
1499. TOTALS (Line 1401 through Line 1403 plus Line 1498) (Line 14 above). ...... ...
3701. Unapproved Interest on Surplus NOteS. . ... ... o B
310
3108,
3798. Summary of remaining write-ins for Line 37 from overflow page. . .................
3799. TOTALS (Line 3701 through Line 3703 plus Line 3798) (Line 37.above). . ............oooiooi e BIIN |




STATEMENT AS OF SEPTEMBER 30, 2009 OF THE Safety National Casualty Corporation

1 2
Current Year Prior Year Ended
To Date December 31
Cash from Operations
1. Premiums collected net of FeiNSUTANCE. .. .. ... . e 260,719,986 |.............. 299,022,108
2. Netinvestment NCOMe ... .. o 61,978,620 |............... 80,373,278
3. MISCEIlaNEOUS INCOME . ... .. e e 13,522 | 39,002
4. Total (Line 1through Line 3) ..o 322,812,128 |.............. 379,434,388
5. Benefit and loss related payments . ... ... o 68,260,880 |............... 73,386,903
6. Net transfers to Separate Accounts, Segregated Accounts and Protected Cell Accounts .. ...
7. Commissions, expenses paid and aggregate write-ins for deductions. ........... .. ... 74,453,090 |............... 87,902,661
8. Dividends paid to policyholders . . ... ... .. o
9. Federal and foreign income taxes paid (recovered) netof $ .................. tax on capital gains (10Sses) ... 1,546,664 |............... 17,547,130
10, Total (Line 5through Lingd) ... .o 144,260,634 |.............. 178,836,694
11. Net cash from operations (Line 4 minus Line 10) ... ... .. o o 178,551,494 |.............. 200,597,694
Cash from Investments
12. Proceeds from investments sold, matured or repaid:
12.1 0 e 145,304,144 | ... 213,133,159
12,2 SHOCKS 40,351,604 |................ 7,179,632
12,3 MOMGAgE 08NS . ... 2,260,935 |.............. 22,272,508
124 Realestate .. ... o
12,5 Otherinvested @SSetS . ... .. ... . | 11,982,787 |.............. 150,684,957
12.6 Net gains or (losses) on cash, cash equivalants and short-terminvestments.......... .. ...
12.7 MisCEllaN@OUS PrOCEEAS . . ... ..o 1,916,875 |................ 3,902,569
12.8 Total investment proceeds (Line 12.1through Line 12.7) ... ... o 201,816,345 |.............. 397,172,825
13.  Cost of investments acquired (long-term only):
801 BONGS . 324,362,009 |.............. 451,641,237
1302 SHOCKS . 4,618,134 | 126,721,734
13,3 MOMGAgE 08NS . ... 23 [ 1,618,085
134 Realestate . ... 694,930 |............... 22,203,233
13,5 Otherinvested @SSetS . ... ... . . | 76,660,578 |............... 12,898,810
13.6 Miscellaneous applications. . . .. ... ... .o o (5,348,735)............... 72,867,018
13.7 Total investments acquired (Line 13.1through Line 13.6) ... ... .. 401,018,149 (... 687,950,117
14, Netincrease or (decrease) in contract loans and premium notes ... ... .. ... |
15.  Net cash from investments (Line 12.8 minus Line 13.7minus Line 14) ... ... .. ... (199,201,804) |............. (290,777,292)
Cash from Financing and Miscellaneous Sources
16. Cashp
16.1 Surplus notes, capital NOtES ... ... ... ..o I i O 40,000,000
16.2 Capital and paid in surplus, less treasury Stock .......... ... . 54,799,338
16.3 Borrowed fUNS . ... ... |
16.4 Net deposits on deposit-type contracts and other insurance liabilities .. ............... ...
16.5 Dividends to StockhOlders ... ... . o | 2,000,000 ...l 2,000,000
16.6  Other cash provided (applied) . ........ ... . o 37,569,119 |............... (7,422,629)
17. Net cash from financing and miscellaneous sources (Line 16. 1 through Line 16.4 minus Line 16.5plusLine 16.6) ......................................| ... 36,160,230 |............... 85,376,709
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) ... 15,509,920 |............... (4,802,889)
19. Cash, cash equivalents and short-term investments:
191 BegIMMING Of YBar. ... 92,899,439 |............... 97,702,328
19.2 Endof period (Line 18 plus Line 19.1) ... oo 108,409,359 |............... 92,899,439
Note: Supplemental disclosures of cash flow information for non-cash transactions:
20,0001 e |
200002 . |
20,0008 . |
20,0004 . |
20,0005 . |
20,0008 .. |
20,0007 . |
20,0008 . |
20,0000 L |
20,0000 L |




STATEMENT AS OF SEPTEMBER 30, 2009 OF THE Safety National Casualty Corporation
NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies

No change since the 12/31/08 Annual Statement.

Accounting Changes and Corrections of Errors

The Company has written loss portfolio transfers with workers’
compensation self-insureds since 1997. These transactions have
historically been accounted for as premium, losses and expenses.
Prevalent industry practice dictates that such transactions be accounted
for as retroactive reinsurance. Effective 1/1/2009 new loss portfolio
transfers are recorded on the balance sheet as a write-in liability,

any gain or loss is recorded as a write-in item on the statement of
income. The Company has recorded a write-in liability in the amount of
$26.9 million at September 30, 2009 and a gain of $1.5 million on the
statement of income. The change in accounting treatment resulted in no

change to the December 31, 2008 balance sheet or statement of income.

Business Combinations and Goodwill

N/A.

Discontinued Operations

N/A.

Investments

The following represents the only significant changes since the 12/31/08

Annual Statement:

A. Mortgage Loans

(7) The impairments on mortgage loans as of September 30, 2009 and
December 31, 2008 were $3,136,344 and $1,278,015, respectively.

(8) The average investment in impaired mortgage loans as of September

30, 2009 was $1,095,353.

D. Loan Backed Securities

(1) The total fair value of loan backed securities at September 30,

2009 was $115,541,725.

(2) Amortized Cost
Basis Before

Other Than

Temporary Other Than Temporary Impairment
Impairment Recognized in Loss
$11,494,299 $3,470,205

Fair Value

$8,010,338

(4) The company did not experience any other-than-temporary
impairments based on the Company's intent to sell or

inability or lack of intent to retain the investment in the

security for a period of time sufficient to recover the amortized
cost basis. Other-than-temporary impairments classified on the

basis that the present value of cash flow expected to be collected
is less than the amortized cost basis of the security are

presented in the table below.

BOOK/ADJ
CARRYING VALUE PRESENT
AMORTIZED COST VALUE OF
BEFORE CURRENT EXPECTED

CUSIP PERIOD OTTI CASHFLOWS

362290AS7 $ 87,009 $ 73,718
81743QAN4 90,354 76,480
94984DAH7 122,275 95,992
76111XA78 138,359 102,391
17307GPJ1 202,832 163,600

32052LAV5 204,296 192,708

$

RECOGNIZED
OTTI

13,291
13,874
26,284
35,965
39,232

11,588

AMORTIZED

$

COST
AFTER
OTTI

73,718
76,480
95,992
102,391
163,600

192,708




STATEMENT AS OF SEPTEMBER 30, 2009 OF THE Safety National Casualty Corporation

NOTES TO FINANCIAL STATEMENTS

F.

Joint Ventures,

(6)

(7)

05946XRD7 286,238 200,512 85,726 200,512
07387QAM2 598,575 515,595 82,980 515,595
863576CY8 742,672 222,817 519,855 222,817
94982FAY7 793,154 527,841 265,313 527,841
05948KYFO0 1,033,470 121,090 912,380 121,090
760985D40 1,241,767 1,144,567 97,200 1,144,567
36246LATS8 1,396,149 369,324 1,026,825 369,328
933634AT4 1,490,295 1,298,862 191,433 1,298,862
12668AZWS8 3,066,854 2,918,597 148,259 2,918,593

$11,494,299 $8,024,094 $3,470,205 $8,024,094

Loan Backed and Structured Securities with an Unrealized Loss
Position that are not Other-Than-Temporary ($'s in 000's)

Less Than 12 Months 12 Months or More Total

Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses
$765 ($5) $52,014 ($5,119) $52,779 ($5,124)

Declines in the fair value of investments that are considered in
the judgment of management to be other than temporary are reported
as realized losses. Management evaluates, among other things, the
financial position and prospects of the issuer, conditions in the
issuer’s industry and geographic area, liquidity of the
investment, changes in the amount or timing of expected future
cash flows from the investment, and recent changes in credit
ratings of the issuer by a rating agency to determine if and when
a decline in the fair value of an investment below amortized cost
is other than temporary. The length of time and extent to which
the fair value of the investment is lower than its amortized cost,
the Company’s ability and intent to retain the investment to allow
for any anticipated recovery in the investment’s fair value and
whether the Company has made a decision to sell the investment are
other factors also considered.

Real Estate

(1), (2)

The Company classified two additional properties as held for
sale during 2009. One property has been sold as of September 30,
2009, no gain/loss. The market value of the other property
declined resulting in an other-than-temporary impairment of
approximately $39,000. The market value of the two properties
held for sale since December 31, 2008 also declined resulting in
other-than-temporary impairments totaling approximately $700,000.

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

investment in Joint Ventures,

Partnerships, or Limitied Liability

Companies during the statement periods.

Investment Income

The following represents the only significant change since the 12/31/08
Annual Statement:

B.

The total amount excluded at September 30, 2009 and December 31, 2008
was $16,836 and $118,747, respectively.

Derivative Instruments

N/A.
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STATEMENT AS OF SEPTEMBER 30, 2009 OF THE Safety National Casualty Corporation
NOTES TO FINANCIAL STATEMENTS

Income Taxes

A. The components of the net deferred tax asset at September

follows:

Total of gross deferred tax assets
Total of deferred tax liabilities
Net deferred tax asset

Deferred tax asset nonadmitted
Net admitted deferred tax asset
Decrease (increase)

B. N/A

in nonadmitted asset

30 were as

C. The provisions for incurred taxes on earnings

September 30 are:

Current year expense

Realized capital gains tax
Prior year tax reserve over
Current income tax (benefit)

2009 2008
$ 44,028,461 $ 56,566,945
360,051 373,032
$ 43,668,410 $ 56,193,913
$ 30,499,494 $ 45,822,753
$ 13,168,916 $ 10,371,160
$ 15,323,259 $(39,524,933)

for the years ended

2009 2008
$12,005,324 $ 6,465,405
(7,361,067) (2,099,303)
accrual (1,791,882) 1,720,356
expense §$ 2,852,375 $ 6,086,458

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

follows:

DTA's

Net unrealized capital

Non-admitted assets

Unearned premiums

Bonds

Reserves

Capital Loss Carryforward

Other

Agents' balances

Partnerships/LLCs

Renewal rights

Real estate
Total DTAs

Nonadmitted
Admitted DTAs

losses

DTAs

DTL's
Net
Other
Preferred stock
Real estate
Total DTL
Net admitted DTA

unrealized capital gains

2009 2008
$ 3,685,536 $21,387,818
12,518,958 12,832,295
8,393,621 7,561,821
6,300,479 4,975,064
4,836,493 4,626,535
4,178,732 0
0 1,381,205
1,310,504 1,255,620
1,465,738 1,252,810
953,167 1,019,667
385,233 274,110
44,028,461 56,566,945
30,499,494 45,822,753
13,528,967 10,744,192
0 0
0 0
360,051 373,032
0 0
360,051 373,032
$13,168,916 $10,371,160

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

Sep 30, Dec 31,

2009 2008
Total DTAs $44,028,461 $56,566,945
Total DTLs 360,051 373,032
Net DTA $43,668,410 $56,193,913

Tax effect of unrealized gains
Change in net deferred income tax

Change

$(12,538,484)
(12,981)
$(12,525,503)

$ 17,702,282
$ 5,176,779

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.

difference are as follows:

Expense computed at statutory rate

Tax-exempt interest
Non-admitted assets
Other
Total

The signi

ficant items causing this

Income Tax Effective
Expense Rate
$ 7,323,110 35.0%
(14,699,208) (70.3)
3,793,996 18.1
1,257,698 6.1
$(2,324,404) (11.1)%
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STATEMENT AS OF SEPTEMBER 30, 2009 OF THE Safety National Casualty Corporation
NOTES TO FINANCIAL STATEMENTS

10.

11.

12.

Federal income taxes incurred $10,213,442 48.8%

Realized capital gains tax (7,361,067) (35.2)

Change in net deferred income taxes (5,176,779) (24.7)

Total statutory income taxes $(3,568,534) (11.1)%
E. (1) N/A.

(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. 2009 $ 0
b. 2008 $ 1,550,206
(3) N/A.

F. The Company consolidates its federal income tax return with the return
of its parent, Delphi Financial Group, Inc. ("DFG"). DFG and all of
its direct and indirect subsidiaries are members of the consolidated
tax group. See Schedule Y, Part 1 for a list of the prinicipal members
of the consolidated tax group.

The method of allocation between the companies is subject to a written
tax allocation agreement approved by the Board of Directors. The
agreement requires the Company to accrue federal income taxes on a
separate return basis, with the current credit for losses used in the
consolidated return. Any loss not used in the consolidated return is
retained by the respective company for possible future use.
Intercompany tax balances are settled within 15 days after filing a tax
return or receipt of a refund.

Information Concerning Parent, Subsidiaries and Affiliates

The following represents the only significant changes since the 12/31/08
Annual Statement:

A., B., C. The Company paid preferred stock dividends to DFG as follows:

January 2009 $1,000,000
July 2009 $1,000,000

The Company issued a surplus note in the amount of $40,000,000
to DFG in December 2008. The Company has paid interest of
$1,571,111 as of July 30, 2009, and has accrued interest of
$591,111 at September 30, 2009, no impact to surplus. See
footnote 13, item (11).

The Company acquired an interest in three affiliated entities
during 2003. At September 30, 2009 and December 31, 2008 the
total investment amounts to $40,026,504 and $23,539,990,
respectively.

In June 2009, Reliance Standard Life Insurance issued the
Company a surplus note in the amount of $10,000,000. At
September 30, 2009, $211,086 interest was due.

D. At September 30, 2009 and December 31, 2008 the Company reported
$1,023,746 and $555,497, respectively, as amounts due from SFIC. The
terms of the agreements require that these amounts be settled within 30
days.

E. The Company has provided guarantees to various states that the minimum
surplus of SFIC will not fall below minimum statutory thresholds.

H. As of September 30, 2009, the Company owned 4,000,000 shares of the
common stock of DFG. The amount deducted from the market value of this
common stock in accordance with the SVO manual was $37,339,500. At
September 30, 2009, the carrying value of this investment was
$53,180,500.

Debt

A. N/A.

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

No significant change since the 12/31/08 Annual Statement.
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STATEMENT AS OF SEPTEMBER 30, 2009 OF THE Safety National Casualty Corporation
NOTES TO FINANCIAL STATEMENTS

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

Capital and Surplus, Dividend Restrictions and Quasi-Reorganizations

The following represents the only significant changes since the 12/31/08
Annual Statement:

(10) Unrealized gains of $7,647,708.

(11) The Company is required to make semi-annual interest payments
commencing in July 2009. The Company paid $1,571,111 in
interest on the note in July 2009. The Company has accrued an
additional $591,111 in interest as of September 30, 2009, no impact
to surplus.

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 12/31/08 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.

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

N/A.
Other Items

The following represents the only significant changes since the 12/31/08
Annual Statement:

D. At September 30, 2009 and December 31, 2008 the Company had admitted
assets of $73,703,221 and $51,157,005, 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.

H. The Company generally characterizes its subprime mortgage investments
as those having underlying mortgage loans consisting of borrowers with
weighted-average Fair Issac & Co., Inc. (FICO) credit scores below 650.
Additionally, the weighted-average loan-to-value ratios (LTVs) of these
loans are generally above 80.0%. As of September 30, 2009, the Company
owned subprime residential mortgage backed securities with a cost, book
adjusted carrying value and fair value of $7,736,977, $6,445,532 and
$4,600,381, respectively. During 2009, the Company has recognized
other-than-temporary impairments of $1,094,352 on its subprime
investments. As of September 30, 2009, the Company owned other assets
with subprime exposure with a cost, book adjusted carrying value and
fair value of $878,069, $890,377, and $1,104,393, respectively, with no
other-than-temporary impairments recorded during 2009.

Events Subsequent

N/A.
Reinsurance

The following represents the only significant changes since the 12/31/08
Annual Statement:
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STATEMENT AS OF SEPTEMBER 30, 2009 OF THE Safety National Casualty Corporation
NOTES TO FINANCIAL STATEMENTS

23.

24.

C. Reinsurance Assumed and Ceded

(1) Assumed Ceded
Reinsurance Reinsurance Net
Premium Commission Premium Commission Premium Commission
Reserve Equity Reserve Equity Reserve Equity
Related $ 888,326 $ 0 s 0 s 0 s 888,326 $ 0

Other 23,072,381 1,539,433 11,911,903 808,638 11,160,478 730,795
Total $23,960,707 $1,539,433 $11,911,903 $ 808,638 $12,048,804 $730,795

Direct unearned premium reserve $138,837,803.
F. Retroactive Reinsurance

Reported Company
(1) (2)

As:
Assumed Ceded

A, Reserves Transferred

1. Initial Reserves $26,040,431 $ 0

2. Adjustments - Prior Year(s) 0 0

3. Adjustments - Current Year (264,268) 0

4. Current Total $25,776,163 $ 0
B. Consideration Paid or Received

1. Initial Consideration $30,901,743 $ 0

2. Adjustments - Prior Year(s) 0 0

3. Adjustments - Current Year 0 0

4. Current Total $30,901,743 $ 0
C. Paid Losses Reimbursed or Recovered:

1. Prior Year(s) $ 0o $ 0

2. Current Year 0 0

3. Current Total $ 0o $ 0
D. Special Surplus from Retroactive

Reinsurance:

1 Initial Surplus Gain or Loss § 0 $ 0

2 Adjustments - Prior Year (s) 0 0

3. Adjustments - Current Year 0 0

4 Current Year Restricted Surplus 0 0

5. Cumulative Total Transferred to

Unassigned Funds $ o $ 0

E. Amount Assumed Company Amount Ceded

$10,358,088 Munich Re $0

$ 5,575,117 SCOR Re $0

$ 2,598,741 California State University $0

$ 2,496,086 Southern California Schools $0

Risk Management Association

$ 2,386,560 Barton Healthcare $0

$ 1,273,902 Watts Healthcare $0

$ 1,087,669 Missouri Grocers Association $0

Insurance Trust
F. N/A

Retrospectively Rated Contracts and Contracts Subject to Redetermination

No significant change since the 12/31/08 Annual Statement.

Change in Incurred Losses and Loss Adjustment Expenses

Reserves as of December 31, 2008 were $1,215 million. As of September 30,
2009 $69 million has been paid for incurred losses and loss adjustment
expenses attributable to insured events of prior years. Reserves
remaining for prior years are now $1,156 million. Therefore, there has
been an $11 million unfavorable prior-year development since December 31,
2008. During 2009, $19 million of discount was accreted for prior
accident years.
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STATEMENT AS OF SEPTEMBER 30, 2009 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. 1,984,145 | ... 1,926,925 |....... 555,107 |....... 915,097 |.... 20,583,301 |.... 18,273,094
2. Alaska. . AK L. 27,621 |.......... 457 | 195,056 |....... 117,368 | ... .. 2,356,383 | ... .. 1,949,270
3 ANIZONA. . AZ L. 3,146,596 | ... .. 2,431,721 | ... 279,509 |...... (162,314)|.... 13,779,764 |.... 11,738,785
AOATKANSAS .l AR IL........|... .. 2,163,441 | ... 2,360,612 |....... 189,559 |....... 174,437 | ... 6,769,927 |..... 7,063,877
5. California ... ... CAL......... 35,267,922 27,048,736 |..... 5,282,221 | ... .. 4,481,129 | ... 79,524,895 |.... 75,335,336
6. Colorado. ... ... .. COfL.........|..... 2,903,300 |..... 2,505,247 |....... 992,809 |....... 905,912 |.... 11,575,223 |..... 9,653,205
7.ComnecticUt ... ... CT [L.........|..... 5,516,384 | ... .. 5,324,349 | ... 1,256,193 |....... 540,032 |.... 32,652,568 |.... 28,426,475
8. Delaware ... ... DE |L.........|....... 598,199 |....... 656,536 |....... 415,202 | ... .. 295,725 |..... 3,061,097 |..... 2,584,291
9. District of Columbia. . ........ ... . DC |L........|....... 357,575 |....... 617,110 |......... 7,683 | 1,244,219 | ... 1,400,793
10 Florida .. FLOIL....... | 3,953,431 | ... .. 4,347,135 | ... 7,734,817 | ... 6,786,924 |.... 73,607,799 |.... 68,728,162
T GOTGIA . . - GA[L.........|..... 8,362,732 |..... 7,817,725 |..... 2,818,007 | ... .. 2,804,730 |.... 34,995,813 |.... 37,101,375
2. Hawail. .. HOLooo | 651,257 |....... 583,960 |............ 3. (139)]..... 1,108,123 |..... 1,131,923
13.0daho. D L. 426,449 | ... .. 621,680 ... 865,255 |....... 976,664
W lN0IS . . Lol 17,662,942 17,000,055 |... .. 8,360,392 |..... 8,455,005 |... 156,797,041 |... 145,472,393
5. Indiana. .. IN L 3,635,341 | ... .. 4,116,750 |....... 165,730 |....... 147,609 |.... 12,272,329 |.... 12,853,312
16, loWa AL 2,639,491 | ... .. 2,697,749 | ... 860,121 |..... .. 42,310 | ... 8,950,117 |..... 8,156,919
T KANSAS . . KS |L.........|..... 4,892,154 | ... .. 4,428,454 | ... 842,864 |..... 1,114,422 | ... 13,670,591 |.... 13,232,670
18 KentUCKY .. KY |[L.......|..... 2,352,440 | ... .. 1,957,412 |..... 1,605,126 |..... 1,078,801 |.... 22,700,682 |.... 18,296,928
19 L0UISIANG . . ... LA L. |..... 8,712,159 | ... .. 8,751,355 |..... 1,800,748 |..... 2,415,529 | ... 56,993,249 | ... 44,635,312
200 Maine . MEIL.........|..... 1,817,499 |..... 2,168,777 |....... 738,570 |..... 1,000,275 |.... 19,503,083 |.... 16,271,433
20 Maryland ... MDfL.........|..... 5,332,174 | ... .. 4,606,290 |..... 1,388,671 |..... 1,544,070 |.... 23,754,548 |. ... 17,447,801
22. Massachusetts ......... .. ... MA L. |..... 4,633,434 | ... 3,574,751 | ... 2,093,917 | ... .. 1,215,289 |.... 37,279,261 |.... 27,543,232
23, Michigan. ... ME L 4,644,014 | ... 4,574,924 | ... 1,197,292 | ... 1,417,513 |.... 30,780,157 |.... 29,993,431
24 MINNeSOta ... MN (L. 730,038 |..... 1,125,073 |........ 80,666 |........ 97,043 | ... .. 2,637,743 ... .. 2,814,191
25, MISSISSIDPI . ... MS IL........|..... 4,187,703 | ... .. 4,258,693 |..... 1,905,212 |..... 1,672,373 |.... 27,287,949 |.... 25,524,288
26, MISSOUN . ... MO fL.........|..... 9,342,605 |..... 9,403,763 |..... 2,053,410 | ... .. 1,731,547 | ... 52,751,202 |.... 50,625,494
20 MONtaNa. .. MT L. ... 1,310,267 |..... 1,320,342 |....... 7,414 ... 62,507 |..... 2,910,588 |..... 2,881,461
28 Nebraska . ... .. NE IL.......|..... 1,087,136 |....... 650,862 |....... 182,192 |...... .. 24,480 | ... .. 4,479,730 | ... .. 4,058,255
20 Nevada. ... ... NV L 4,231,282 | ... .. 5,659,805 |....... 529,618 |..... .. 555,228 |.... 18,504,601 |.... 17,982,990
30. New Hampshire. ... NH L. ... 1,057,330 |..... L O DY FUURPR 46,890 | ... .. 1,778,237 | ... 1,996,847
31 NEWJBISEY ... NOL 4,500,169 | ... .. 4,416,386 |..... 1,436,829 |..... 1,426,935 |.... 32,090,684 |.... 30,636,354
32 NeWMeXICO . ... .o NMOfL. 1,907,974 | ... 2,936,112 |....... 175,681 |....... 168,559 | ... .. 6,312,107 |..... 6,168,161
3 New York . NY L. 21,767,827 21,670,809 |..... 1,305,468 |....... 822,680 |... 101,051,231 |.... 98,000,591
34, North Carolina. . ... . NC IL........|..... 5,359,117 |... .. 5,829,706 |..... 2,328,405 | ... .. 1,100,039 |.... 23,897,773 |.... 21,559,358
35. North Dakota. ... .. ND L. | 1,989 ... .. 3677 | 2,310 ... 1,879
36, OO .. OH [L......... 10,163,252 | ... .. 9,594,581 |..... 6,557,762 | ... .. 4,095,604 |.... 85,449,213 | ... 80,832,744
3. 0Klahoma. ... OK [L.........|..... 2,798,835 | ... .. 2,412,306 |....... 566,223 |..... 1,088,185 |.... 25,822,840 |.... 15,567,792
38, OTBQON . .. ORL.........|..... 3,067,441 | ... .. 1,847,793 |....... 154,955 | ... .. 74,442 | .. 4,796,039 | ... .. 4,442,058
39, Pennsylvania. ... PA IL......... 14,617,197 14,140,028 |... .. 5,076,072 | ... .. 3,563,613 |.... 69,215,407 |.... 63,580,518
40.Rhode Island ... ... RECIL..... ... 518,376 |....... 533,428 || 773,686 |....... 855,873
4. South Carolina. . ... SCIL.........|..... 3,939,774 | ... 2,880,947 |....... 398,763 |..... .. 149,871 | ... .. 9,386,558 |..... 7,785,249
42.South Dakota. . ... ... ... SO (L. 671,451 |....... 792,605 |....... 732,404 | ... . 292,211 |..... 4,460,496 | ... .. 3,940,470
A3 TOMNESSEE. ... TN L] 5,115,400 | ... .. 5,449,845 | .. ... 703,463 |..... .. 387,287 |.... 16,207,136 |.... 16,883,174
B TOXAS . X L. 11,316,536 | ... .. 9,345,720 |..... 1,120,900 |....... 963,997 |.... 40,905,450 |.... 41,260,342
A5 Utah . UT L. 1,520,363 |....... 940,989 |........ 85,820 |........ 20,554 |... .. 5,921,400 |... .. 4,493,054
A6, Vermont. . VT L 658,991 |....... 703,479 |........ 39,558 |........ 36,004 |... .. 1,284.179 | ... 1,388,662
AT Virginia. ..o VA L. |..... 9,696,929 | ... .. 8,925,439 |....... 626,760 |..... .. 643,882 |.... 22,465,752 |.... 17,252,704
48. Washington .. ... WA L. |..... 9,482,285 | ... .. 8,032,790 |..... 2,362,572 | ... .. 1,451,808 |.... 46,342,957 |.... 43,433,871
49, West Virginia. .. ... WL 237,069 |....... 212,130 |..... .. 101,667 |........ 28,175 (... .. 3,018,887 |..... 3,436,957
50, WISCONSIN. . ... WL 1,809,153 |..... 1,422,218 |....... 770,726 |..... .. 621,147 19,121,631 | ... .. 9,970,640
S1WYOMING ..o WY (Lo 2,8 1899 | 2,488 | 2,016
52. AMerican Samoa. .......... ... AS IN o
53, GUAM .. GU IN
54, Puerto RICO ... .o PRN o
55.U.S. Virginlslands. . ................... . VIAN
56. Northern Mariana lslands. ............................. ... MPIN o
57.CaNada. ... .. CN [L.........|..... 3,773,216 | ... .. 3,860,273 | ... 6,744,790 | ... .. 4,017,605
58. Aggregate Other Alien ... oT XXX | 21,859 |........ 29,806
50, Totals . .. (a)...51 |... 256,742,623 239,644,525 |.... 68,352,197 |.... 56,944,995 |. 1,300,476,408 |. 1,179,690,091
DETAILS OF WRITE-INS

5801, Bermuda. . ... . XXX | 20,85 |........ 29,806
D802, XXX |
D803, XXX |
5898. Summary of remaining write-ins for Line 58 from overflow page.......................... XXX |
5899. TOTALS (Line 5801 through Line 5803 plus Line 5898) (Line 58 above) ................... XXX | 20,85 |........ 29,806

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