


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands)

On March 5, 2009, the Company sold municipal securities with a fair market value of $97,112 to certain Fairfax affiliates,
for cash consideration and a pre-tax gain of $4,236. Also in March 2009, the Company transferred municipal securities with
a fair market value of $54,008 to Fairfax Inc., as partial settlement of its tax liability, resulting in a pre-tax gain of $5,907.

On December 30, 2008, the Company purchased an 8.2% interest in Odyssey common shares, from TIG Insurance Group,
Inc., a Fairfax affiliate, for $246,066. As consideration for its investment in Odyssey, the Company released its Fairfax Inc.
note (discussed below) of equal fair value.

On December 23, 2008, the Company sold its 15.7% interest in Northbridge to nSpire, for $248,066 and received a Fairfax
Inc. note held by nSpire of equal value. Since Northbridge was accounted for at fair value, no gain or loss was recorded on
the sale.

On December 15, 2008, the Company liquidated its interest in TPF, recording a realized investment loss of $171. The
Company recorded pre-tax equity losses of $18,618 on TPF for the year ended December 31, 2008 and inception to date
losses of approximately $20,000 on its investment in TPF. In September 2009, the Company transferred a portion of its
interest in TPF to TIG at net carrying value at the date of sale, for cash consideration of $6,516.

On November 7, 2008, the Company released its TPF, L.P convertible debenture in exchange for securities in an amount of
$331, resulting in a realized loss of $2,169.

On October 30, 2008, the Company purchased shares in Alliance Insurance Company, a publicly traded insurance company
based in Dubai at a cost of $21,572.

On September 23, 2008, October 24, 2008 and December 30, 2008, the Company purchased additional shares in Advent for
cash consideration totaling $4,096 and thereby increased its ownership interest in Advent to 11.7% from 8.1% at
December 31, 2008.

On June 3, 2008 and November 26, 2008, the Company purchased shares in Arab Orient Insurance Company, a publicly
traded insurance company based in Jordan, at a total cost of $11,277.

On May 1, 2008 the Company invested $1,000 in the Ivy Realty Fund II, L.P, which represented the first capital call of a
$10,000 capital commitment made to this fund.

On March 31, 2008, the Company sold its entire 9.3% ownership interest in MFX to Fairfax for nominal consideration and
recorded a realized loss of $1,550 on this security which was deemed to have no value.

Regulatory Deposits

Fixed income securities and cash and cash equivalents of $306,012 and $403,892 were on deposit with various state
regulatory authorities at December 31, 2009 and 2008, respectively, as required by insurance laws.

Investment Income

The components of net investment income for the years ended December 31, 2009, 2008 and 2007 are summarized as
follows:

Years Ended December 31,

2009 2008 2007

Interest on fixed income securities $ 105,719 $ 103,328 $ 102,905
Dividends from equity securities 34,346 25,169 21,713
Income (losses) from investments at equity and other invested assets 54,906 (46,239) 12,985
Other, primarily interest on cash and cash equivalents! 1,272 27,074 40,030

Gross investment income 196,243 109,332 177,633
Interest on funds held under reinsurance contracts (15,459) (11,714) (16,125)
Investment expenses (16,942) (25,243) (18,090)

Net investment income $ 163,842 $ 72,375 $ 143,418

1

Includes interest (expense) income of $(47), $25,609 and $16,893 in 2009, 2008 and 2007, respectively, on cash collateral pledged for derivatives and
short-sale obligations.
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Realized Investment Gains and Losses

The components of realized investment gains for the years ended December 31, 2009, 2008 and 2007 are summarized

below:

Years Ended December 31,

2009 2008 2007
Fixed income securities, available-for-sale:
Gains $ 86,513 $ 154219 $ 5,347
Losses (3,507) (15,365) (3,994)
Net 83,006 138,854 1,353
Fixed income securities, held-for-trading:
Gains 80,746 — 249
Losses (5,770) (90,891) (31,153)
Net 74,976 (90,891) (30,904)
Equity securities:
Gains 72,095 2,814 33,952
Losses (109,762) (190,305) (28,562)
Net (37,667) (187,491) 5,390
Investments at equity:
Gains 2,341 — 10,959
Losses (44) (1,550) —
Net 2,297 (1,550) 10,959
Derivatives and other invested assets:
Gains 87,916 735,336 270,819
Losses (60,544) (62,379) (23,532)
Net 27,372 672,957 247,287
Total realized investment gains and losses:
Gains 329,611 892,369 321,326
Losses (179,627) (360,490) (87,241)
Net $ 149,984 $ 531,879 $ 234,085

Included in realized investment losses for the years ended December 31, 2009, 2008 and 2007 are $110,814, $194,670 and
$25,443, respectively, of other than temporary impairment charges. The amount for 2009 includes write-downs of $107,307
attributable to equity securities and $3,507 attributable to fixed incomes securities, all of which was credit related. The
amount for 2008 includes write-downs of $190,305 attributable to equity securities and $4,365 attributable to fixed income
securities. The amount for 2007 includes write-downs of $22,461 attributable to equity securities and $2,982 attributable to
fixed income securities. For further details of realized investment gains or losses attributable to the Company’s derivatives
transactions and short-sale obligations, refer to the section above “Derivative Securities and Short-Sale Obligations”.
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Fair Value Disclosures

In accordance with ASC 820 the Company has categorized its financial instruments into the three-level fair value hierarchy,
based on priority of inputs to the valuation technique. ASC 820 defines fair value, establishes a framework for measuring
fair value in accordance with generally accepted accounting principles and expands disclosures about fair value
measurements. ASC 820 also clarifies that fair value is the exit price, representing the amount that would be received to sell
an asset or paid to transfer a liability in an orderly transaction between market participants. The fair value hierarchy is
designed to indicate the relative reliability of fair value measurement. The highest priority is given to quoted prices in active
markets and the lowest to unobservable data. In certain cases, the inputs used to measure fair value may fall into different
levels of the fair value hierarchy. In such cases, the level in the hierarchy within which the fair value measurement falls is
determined based on the lowest level significant input. The hierarchy is broken down into three levels based on the
reliability of inputs as follows:

Level 1 — Valuations based on unadjusted quoted prices in active markets for identical assets or liabilities. A quoted price
for an identical asset or liability in an active market provides the most reliable fair value measure and, whenever available,
should be used to measure fair value, provided that (i) the market is the principal (or most advantageous) market and (ii) the
entity has the ability to access the principal (or most advantageous) market.

Level 2 — Valuations based on information (other than quoted prices included within Level 1) that is observable for the
asset and liability, either directly or indirectly. This includes quoted prices for similar assets or liabilities in active markets,
quoted prices for identical or similar assets or liabilities in markets that are not active and observable inputs other than
quoted prices, such as interest rates and yield curves.

Level 3 — Valuations based on prices or valuation techniques that require inputs that are both unobservable and significant
to the overall fair value measurement. These inputs reflect the Company’s own assumptions about the methodology and
valuation techniques that a market participant would use in pricing the asset or liability.

The Company is responsible for determining the fair value of its investment portfolio by utilizing fair value measurements
obtained from active markets where available, by considering other observable and unobservable inputs and by employing
valuation techniques which make use of current market data.

For determining the fair value of its Level 1 investments (approximately 35% of total investment portfolio at fair value), the
Company utilizes quoted market prices in active markets for identical securities. The Company’s Level 1 investments are
primarily exchange-traded equity securities that trade in active markets.

The Company’s Level 2 investments (approximately 55% of total investment portfolio at fair value), the majority of which
are in U.S. government, municipal and corporate fixed income securities, are priced using publicly traded over-the-counter
prices or broker-dealer quotes. Observable inputs such as benchmark yields, reported trades, broker-dealer quotes, issuer
spreads and bids are available for these investments. The Company’s Level 2 investments also include investment grade
mortgage-backed securities, purchased at deep discounts to par, that are priced using broker-dealer quotes, credit default
swaps that are priced using broker-dealer quotes which are based on observable credit spreads and inactively traded
convertible corporate debentures which are valued using a pricing model, the inputs of which are derived principally from,
or corroborated by, observable market data such as credit spreads and discount rates. For credit default swaps, the Company
assesses the reasonableness of the fair values obtained from the broker-dealers by comparing the broker-dealer quotes to
values produced using individual issuer credit default swap yield curves, by referencing them to movements in credit
spreads and by comparing them to recent market transaction prices for similar credit default swaps where available. During
the first quarter of 2009, the Company transferred $47,611 of Level 3 investments (comprised of investment grade
mortgage-backed securities), to Level 2, after determining that broker-dealer quotes would be used to determine the fair
value of the instruments.

The Company uses valuation models to establish the fair value of its Level 3 securities (approximately 10% of total
investment portfolio at fair value). Level 3 securities include the Company’s investments in Odyssey and Advent, which
were transferred from Level 1 and Level 2, respectively, during the fourth quarter of 2009, following their privatization and
subsequent delisting from public stock exchanges. The Company values these investments using internally developed
valuation models based on market multiples derived from a set of publicly traded comparable companies. The models,
which require a significant amount of judgment, use current and historical market prices and book values of comparable
companies to derive a current fair value. Also included in Level 3 are non investment grade mortgage-backed securities
purchased at deep discounts to par which are valued using an internal discounted cash flow model, which includes
unobservable inputs that are supported by limited market-based activity. The Company assesses the reasonableness of the
fair values of these securities by comparing the fair values to models validated by qualified personnel, by reference to
movements in credit spreads and by comparing the fair values to recent transaction prices for similar assets where available.
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The following table presents the Company’s assets (excluding cash and cash equivalents) measured at fair value on a

recurring basis, within the fair value hierarchy, at December 31, 2009 and 2008:

December 31, 2009
Quoted Prices in Significant
Active Markets Other Significant
for Identical Observable  Unobservable
Assets Inputs Inputs
(Level 1) (Level 2) (Level 3) Total
Assets
Available-for-sale fixed income securities:
U.S. government and government agencies and
authorities $ — $ 87,765 $ — $ 87,7765
States, municipalities and political subdivisions — 1,328,964 — 1,328,964
Other corporate — 102,817 — 102,817
Total available-for-sale fixed income securities — 1,519,546 — 1,519,546
Fixed income securities, held-for-trading:
Residential mortgage-backed — 89,746 14,272 104,018
Other corporate — 217,341 — 217,341
Total held-for-trading fixed income securities — 307,087 14,272 321,359
Equity securities 1,256,081 28,021 — 1,284,102
Derivatives and other invested assets 7,964 47,516 332,422 387,902
Short-term investments — 68,211 — 68,211
Total $ 1,264,045 $ 1,970,381  $ 346,694 $ 3,581,120
December 31, 2008
Quoted Prices in Significant
Active Markets Other Significant
for Identical Observable  Unobservable
Assets Inputs Inputs
(Level 1) (Level 2) (Level 3) Total
Assets
Available-for-sale fixed income securities:
U.S. government and government agencies and
authorities $ — $ 169430 $ — $ 169,430
States, municipalities and political subdivisions — 1,315,465 — 1,315,465
Other corporate — 48,439 — 48,439
Total available-for-sale fixed income securities — 1,533,334 — 1,533,334
Fixed income securities, held-for-trading:
Foreign governments — — — —
Residential mortgage-backed — — 66,393 66,393
Other corporate — 167,605 — 167,605
Total held-for-trading fixed income securities — 167,605 66,393 233,998
Equity securities 998,582 21,572 — 1,020,154
Derivatives and other invested assets 262,310 150,437 — 412,747
Short-term investments — 549,937 — 549,937
Total $ 1,260,892 $ 2,422,885 $ 66,393 $ 3,750,170
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The following table provides a summary of changes in fair value of Level 3 financial assets for the twelve months ended
December 31, 2009 and 2008:

December 31, 2009 December 31, 2008
Fixed Fixed
Income Equity Income Equity
Securities Securities Total Securities Securities Total

Balance, beginning of period $ 66,393 $ — $ 66,393 $ 2,500 $ — $ 2,500
Purchases 19,830 — 19,830 68,148 — 68,148
Settlements (35,948) — (35,948) — — —
Transfers from Level 3 47,611) — (47,611) — — —
Transfers to Level 3 — 347,494 347,494 — — —
Realized investment gains

(losses) included in net income 11,608 (15,072) (3,464) (4,255) — (4,255)
Balance, end of period $ 14,272 $ 332,422 $ 346,694 $ 66,393 $ — $ 66,393
Realized investment gains

(losses) relating to assets held at

period end $ 10,457 $ (15,072) $ 4,615) $ (2,086) $ — $ (2,086)

Transfers into Level 3 for equity securities are in respect of the Company’s investments in Odyssey and Advent, which
were transferred from Level 1 and Level 2, respectively, during the fourth quarter of 2009. Transfers from Level 3 and into
Level 2 are in respect of mortgage-backed securities for which broker-quotes, which utilize observable inputs, are used to
value those securities.

Fair Value Option

The Company has elected the fair value option for certain investments that would have otherwise been accounted for under
the equity method of accounting. The fair value option allows companies to irrevocably elect fair value as the initial and
subsequent measurement attribute for certain financial assets and liabilities. Changes in the fair value of assets and
liabilities for which the election is made are recognized in net income as they occur. The fair value option election is
permitted on an instrument-by-instrument basis at initial recognition of an asset or liability or upon occurrence of an event
that gives rise to a new basis of accounting for that instrument. In determining the eligible financial instruments for which
to elect the fair value option, the Company considered all of its equity method investments. These investments are often
carried at values that do not reflect current fair market value. The Company decided that the fair value option would be
appropriate for equity method investments for which there is a publicly quoted market price.

In December 2008, the Company elected the fair value option for its investments in Odyssey’s common and preferred
stock. At the time, Odyssey was publicly traded on the New York Stock Exchange and its traded price was determined to be
a better indicator of its value than its carrying value under the equity method. During the fourth quarter of 2009, Fairfax
purchased the remaining outstanding shares of Odyssey’s common stock that Fairfax did not already own, which resulted in
Odyssey becoming a wholly owned subsidiary of Fairfax. The Company owned approximately 8.8% of Odyssey at
December 31, 2009. At December 31, 2009 and December 31, 2008, the Company’s investments in Odyssey’s common
and preferred stock are recorded in derivatives and other invested assets on the consolidated balance sheets at fair values of
$305,818 and $7,964, and $256,570 and $5,740, respectively. For the years ended December 31, 2009 and December 31,
2008, the total change in fair value of the Company’s investments in Odyssey common and preferred stock were gains of
$51,472 and $8,154, respectively, which was recorded through net realized investment gains and losses in the consolidated
statements of operations. Dividends of $1,719 and $636 were received from Odyssey for the twelve months ended
December 31, 2009 and December 31, 2008, respectively, and have been recorded as investment income in the consolidated
statements of operations.

During the third quarter of 2008, the Company elected the fair value option for its investment in Advent. At the time,
Advent was publicly traded on a foreign stock exchange and its traded price was determined to be a better indicator of its
value than its carrying value under the equity method. During the third and fourth quarters of 2009, Fairfax purchased the
remaining outstanding shares of Advent which Fairfax did not already own, resulting in Advent becoming a wholly owned
subsidiary of Fairfax. The Company owned approximately 17.5% of Advent at December 31, 2009. At December 31, 2009
and December 31, 2008, the Company’s investment in Advent is recorded in derivatives and other invested assets on the
consolidated balance sheets at a fair value of $26,603 and $11,607, respectively. For the years ended December 31, 2009
and December 31, 2008, the change in fair value of the Company’s investment in Advent was a gain (loss) of $4,946, and
$(8,485), respectively, which was recorded through net realized investment gains and losses in the consolidated statements
of operations. Dividends of $0 and $907 were received from Advent for the twelve months ended December 31, 2009 and
December 31, 2008, respectively, and have been recorded as investment income in the consolidated statements of
operations.
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5. Unpaid Losses and Loss Adjustment Expenses
Changes in the Company’s liability for unpaid losses and LAE are summarized as follows:
Years Ended December 31,
2009 2008 2007

Gross unpaid losses and LAE, beginning of year $ 2,987,803 $ 3,178,506 $ 3,371,549

Less: ceded unpaid losses and LAE 684,239 1,197,496 1,355,253
Net unpaid losses and LAE, beginning of year 2,303,564 1,981,010 2,016,296
Losses and LAE incurred related to:

Current year 565,976 802,792 816,823

Prior years (39,864) 20,075 (63,854)
Total losses and LAE incurred 526,112 822,867 752,969
Losses and LAE paid related to:

Current year 157,053 228,298 217,261

Prior years 632,768 272,015 570,994
Total losses and LAE paid 789,821 500,313 788,255
Net unpaid losses and LAE, end of year 2,039,855 2,303,564 1,981,010

Add: ceded unpaid losses and LAE 632,750 684,239 1,197,496
Gross unpaid losses and LAE, end of year $ 2,672,605 $ 2,987,803 $ 3,178,506

A reconciliation of the ceded unpaid losses and LAE in the table above to the reinsurance recoverable reflected on the
balance sheets follows:

2009 2008
Ceded unpaid losses and LAE in the table above $ 632,750 $ 684,239
Reconciling items:
Reinsurance receivable on paid losses and LAE 9,705 18,853
Unamortized retroactive reinsurance recoverable 250,242 265,125
Reinsurance recoverable on the consolidated balance sheets $ 892,697 $ 968,217

For the years ended December 31, 2009, 2008 and 2007, the Company’s calendar year loss and LAE ratios were 67.3%,
82.5% and 63.5%, respectively, of which 72.4%, 80.4% and 68.9%, respectively, were attributable to losses occurring in the
current accident year and (5.1)%, 2.1% and (5.4)%, respectively, were attributable to (favorable) adverse development of
prior years’ losses.

The improvement in the 2009 accident year ratio as compared to 2008 is primarily due to lower catastrophe losses. The
deterioration in the 2008 accident year ratio as compared to 2007 is primarily attributable to the impact of $71,500 of losses
associated with Hurricanes Gustav and Ike which contributed 7.2 loss ratio points, adverse development in property where
there were several large fire losses, adverse development in commercial automobile where the company experienced
increased large loss activity and the effects of current unfavorable pricing trends and market conditions. Refer to Note 14 to
the consolidated financial statements for a schedule of the accident year loss and LAE ratios by line of business.

In 2009, the Company recognized $39,864 of favorable prior year loss development (5.1 loss ratio points) including an
insurance recovery of $13,750 associated with the settlement of an asbestos lawsuit and $14,883 of amortization of deferred
gains on retroactive reinsurance. The other net favorable development of $11,231 was primarily attributable to favorable
emergence in workers’ compensation, commercial multi-peril and property lines, partially offset by adverse emergence in
commercial auto and asbestos liabilities.

In 2008, the Company recognized $20,075 of adverse prior year loss development (2.1 loss ratio points). Included in the
adverse loss development is $75,470 (7.6 loss ratio points) attributable to a loss on commutation of a reinsurance contract
and $25,500 (2.6 loss ratio points) attributable to the settlement of an asbestos lawsuit. Excluding these one-time charges,
the Company recognized net favorable loss development of $80,895 (8.1 loss ratio points), including $10,172 related to
amortization of deferred gains on retroactive reinsurance. The favorable development was primarily in the workers’
compensation and general liability lines of business, attributable to favorable loss emergence in almost all accident years,
partially offset by unfavorable ALAE emergence in general liability for both latent and non-latent exposures.
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In 2007, the Company recognized net favorable prior year loss development of $63,854 (5.4 loss ratio points) including
$13,673 of amortization of deferred gains on retroactive reinsurance. The net favorable development was comprised of
favorable development across all major casualty lines as well as commercial multi-peril, with the largest redundancy being
recognized in workers’ compensation. Specifically, favorable development in the workers’ compensation line was
principally attributable to favorable results in non-California for older accident years due to favorable claims settlements
and continued recognition of favorable development for California in accident years 2004 and 2005 due to the impact of
industry reforms. Favorable development for general liability and commercial multi-peril exposures in accident years 2003
through 2006 was due to the selection of faster loss development factors, recognizing decreased loss activity in those years.
The favorable development in these lines was partially offset by $54,547 of adverse development of asbestos,
environmental and other latent liabilities.

The Company discounts workers’ compensation indemnity reserves using an interest rate of 5%. The amount of related
discount was $54,555 and $56,577, at December 31, 2009 and 2008, respectively.

6. Asbestos, Environmental and Other Latent Losses and Loss Adjustment Expenses

The Company has exposure to asbestos, environmental and other latent claims arising from the sale of general liability,
commercial multi-peril and umbrella insurance policies, the majority of which were written for accident years 1985 and
prior. Estimation of ultimate liabilities for these exposures is unusually difficult due to such issues as whether or not
coverage exists, definition of an occurrence, determination of ultimate damages and allocation of such damages to
financially responsible parties. At December 31, 2009 and 2008, total net unpaid asbestos, environmental and other latent
losses were $356,262 and $401,125, respectively, representing 17.5% and 17.4% of total net unpaid losses at December 31,
2009 and 2008, respectively.

Changes in the Company’s liability for asbestos, environmental and other latent exposures are summarized as follows:

Years Ended December 31,

2009 2008 2007
Asbestos
Gross unpaid losses and allocated LAE (“ALAE”), beginning of year $ 387224 $ 428,139 $ 443,055
Less: ceded unpaid losses and ALAE 85,336 94,497 94,817
Net unpaid losses and ALAE, beginning of year 301,888 333,642 348,238
Net losses and ALAE incurred 2,795 25,200 24,342
Less: Net losses and ALAE paid 35,328 56,954 38,938
Net unpaid losses and ALAE, end of year 269,355 301,888 333,642
Add: ceded unpaid losses and ALAE 74,771 85,336 94,497
Gross unpaid losses and ALAE, end of year $ 344,126 $ 387,224 $ 428,139

During 2009, net asbestos losses and ALAE incurred and paid reflect an insurance recovery of $13,750 associated with a
lawsuit that the Company settled in 2008. Excluding this recovery, net asbestos losses and LAE incurred in 2009 are
primarily attributable to increasing claim values and rising legal costs associated with one policyholder. In 2008 and 2007,
net asbestos losses and ALAE incurred were primarily attributable to the aforementioned lawsuit. Net losses and ALAE
paid in 2009 and 2008 include payments of $18,333 and $22,700, respectively, related to this lawsuit settlement.

Years Ended December 31,

2009 2008 2007
Environmental
Gross unpaid losses and ALAE, beginning of year $ 107,948 $ 117,768 $ 110,636
Less: ceded unpaid losses and ALAE 28,969 32,725 37,103
Net unpaid losses and ALAE, beginning of year 78,979 85,043 73,533
Net losses and ALAE incurred 4,172 9,400 22,185
Less: Net losses and ALAE paid 12,356 15,464 10,675
Net unpaid losses and ALAE, end of year 70,795 78,979 85,043
Add: ceded unpaid losses and ALAE 22,507 28,969 32,725
Gross unpaid losses and ALAE, end of year $ 93,302 $ 107,948 $ 117,768
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In 2007, environmental losses incurred were significantly higher than both 2008 and 2009, due to a newly reported large
claim, identification of additional policies associated with existing policyholders and a slight increase in the number of sites
for policyholders with previously reported claims. The 2007 incurred losses also include settlements which secured broader
releases on certain active exposures.

The Company also maintains reserves for other latent exposures such as those associated with silica, lead, mold, chemical,
gas and vapors and welding fumes. Changes in the Company’s liability for other latent exposures are summarized as

follows:
Years Ended December 31,
2009 2008 2007

Other Latent
Gross unpaid losses and ALAE, beginning of year $ 28,217 $ 34,237 $ 32,463

Less: ceded unpaid losses and ALAE 7,959 10,109 10,705
Net unpaid losses and ALAE, beginning of year 20,258 24,128 21,758

Net losses and ALAE incurred (261) 1,615 8,020

Less: Net losses and ALAE paid 3,885 5,485 5,650
Net unpaid losses and ALAE, end of year 16,112 20,258 24,128

Add: ceded unpaid losses and ALAE 5,358 7,959 10,109
Gross unpaid losses and ALAE, end of year $ 21,470 $ 28,217 $ 34,237

7. Reinsurance
The components of the Company’s net premiums written and premiums earned are summarized as follows:

Years Ended December 31,

2009 2008 2007
Premiums written:
Direct $ 830,193 $ 995,905 $ 1,205,545
Assumed from other companies, pools and associations 33,634 23,664 39,476
Ceded to other companies, pools and associations (147,421) (148,417) (145,386)
Net premiums written $ 716,406 $ 871,152 $ 1,099,635
Premiums earned:
Direct $ 897,541 $ 1,114,356 $ 1,260,828
Assumed from other companies, pools and associations 34,827 24,942 74,292
Ceded to other companies, pools and associations (151,086) (141,270) (148,976)
Premiums earned $ 781,282 $ 998,028 $ 1,186,144

The net impact of ceded reinsurance transactions for each of the fiscal years 2009, 2008 and 2007 is summarized as follows:

Years Ended December 31,

2009 2008 2007
Earned premiums ceded to reinsurers! $ (151,086) $ (141,270) $ (148,976)
Commissions earned on ceded reinsurance premiums 32,890 31,307 25,774
Claims incurred ceded to reinsurers 67,967 (44,415)2 52,325
Provision for uncollectible reinsurance (2,000) (7,700) (8,000)
Net impact of ceded reinsurance transactions $ (52,229) $ (162,078) $ (78,877)

1 For the years ended December 31, 2009, 2008 and 2007, accident and health earned premiums ceded to reinsurers were $60,672, $42,070 and $18,602,
respectively.

2

2 For the year ended December 31, 2008, claims incurred ceded to reinsurers includes $75,866 of losses on commutations.
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The components of the Company’s total reinsurance recoverable are summarized as follows:

At December 31,
2009 2008
Reinsurance recoverable on unpaid losses and LAE $ 882,992 $ 949,364
Reinsurance receivable on paid losses and LAE 9,705 18,853
Total reinsurance recoverable $ 892,697 $ 968,217

The reinsurance recoverable balances above are net of reserves for uncollectible reinsurance of $54,228 and $55,999 at
December 31, 2009 and December 31, 2008, respectively. Included in reinsurance recoverable is $141,030 and $142,213 at
December 31, 2009 and December 31, 2008, respectively, representing the present value of amounts due from insurance
companies from which the Company has purchased annuities to settle certain claim liabilities.

The Company actively monitors and evaluates the financial condition of its reinsurers and develops estimates of the
uncollectible amounts due from reinsurers. Such estimates are made based on periodic evaluation of balances due from
reinsurers, judgments regarding reinsurers’ solvency, known disputes, reporting characteristics of the underlying reinsured
business, historical experience, current economic conditions and the state of reinsurer relations in general and with the
Crum & Forster companies in particular. Management attempts to mitigate collection risk from reinsurers by obtaining
collateral and by entering into reinsurance arrangements only with reinsurers that have strong credit ratings and statutory
surplus above certain levels.

Corporate Aggregate Reinsurance

The Company’s corporate aggregate reinsurance contracts are of the type commonly referred to as “finite” reinsurance and
cover or covered, in varying amounts and on varying terms, accident years 2002 and prior. The majority of these contracts
have been commuted or had limits paid. The Company has not purchased corporate aggregate reinsurance since 2001 and
does not currently have plans to purchase corporate aggregate reinsurance in the future. At December 31, 2009, only one
retroactive contract with a remaining limit of $51,000 and one prospective contract with a remaining limit of $96,272 are in
effect.

The effect of prospective and retroactive corporate aggregate reinsurance on components of the Company’s consolidated
statements of income is summarized as follows ((decrease) increase in indicated component):

Years Ended December 31,

2009 2008 2007
Investment income $ (15459 $ 11,714 $ (16,125)
Losses and LAE (14,883) 65,694 (13,673)
(Decrease) increase in income before income taxes $ (576) $  (77,408) $ (2,452)

At December 31, 2009 and 2008, reinsurance recoverable includes $349,000 related to one retroactive corporate aggregate
reinsurance contract, of which $98,758 has been recognized as a reduction of incurred losses and LAE on the Company’s
consolidated statements of income.

Prospective Corporate Aggregate Reinsurance

The effect of prospective corporate aggregate reinsurance on components of the Company’s consolidated statements of
income follows ((decrease) increase in indicated component):

Years Ended December 31,

2009 2008 2007
Funds held interest charged to investment income $ — $ (1,575) $ (2,348)
Less: losses and LAE — 80,521 —
Decrease in income before income taxes $ — $  (82,096) $ (2,348)

The Company has one prospective contract in effect covering accident year 2002, which has an unused limit available of
$96,272 in the event the net loss and LAE ratio for accident year 2002, before the effect of this contract, exceeds 70%. The
subject loss and LAE ratio as valued at December 31, 2009 is 63.2%. No additional premium or funds held interest is due
under this contract upon usage of the remaining limit. The reinsurer under this contract is nSpire, a Fairfax affiliate.
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During 2008 and 2007, the above activity arose from two prospective contracts both of which were commuted in 2008. The
first contract was a stop loss agreement, which the Company entered into in 1998, in connection with the acquisition of the
Company by Fairfax. The contract was with an unaffiliated reinsurer and provided coverage of $367,500 in excess of a
retention. The contract provided coverage for loss reserve development for accident periods prior to August 13, 1998, the
date of acquisition of the Company by Fairfax. In June 2008, the Company commuted this stop loss contract and the
retroactive amendment to that contract. As a result of the commutation the Company received cash proceeds of $302,500,
of which $287,375 was recorded in prospective corporate aggregate reinsurance activity and $15,125 was recorded in
retroactive corporate aggregate reinsurance activity. The Company also recorded a decrease of $386,748 in the reinsurance
recoverable balance, of which $367,500 was attributable to the prospective contract and $19,248 was attributable to the
retroactive amendment. The financial statement effect of the commutation in 2008 was a non-cash pre-tax charge of
$84,248, offset by the release of the unamortized deferred gain balance of $8,778 (related to the retroactive amendment),
resulting in a net charge to incurred losses and LAE of $75,470 on the consolidated statement of income. Of this amount
$80,125 was charged to prospective corporate aggregate reinsurance activity and included in losses and LAE above and
$4,655 was credited to retroactive corporate aggregate reinsurance activity.

The second contract was an aggregate stop loss agreement with unaffiliated reinsurers covering accident year 2000, which
provided coverage of $118,493 and was fully utilized by the Company at December 31, 2004. This stop loss agreement
covered the casualty lines of business. The contract was on a funds held basis with interest credited at 7.5%. In March 2008,
the Company commuted this contract and in accordance with the terms of the commutation agreement, the Company
commuted ceded loss reserves of $32,348 in consideration of release to the Company of the funds held balance of $31,952
resulting in a commutation loss of $396 which was charged to incurred losses and LAE on the consolidated statement of
income for the year ended December 31, 2008.

Retroactive Corporate Aggregate Reinsurance

The effect of retroactive corporate aggregate reinsurance on components of the Company’s consolidated statements of
income follows ((decrease) increase in indicated component):

Years Ended December 31,

(dollars in millions) 2009 2008 2007

Funds held interest charged to investment income $ (15459) $ (10,139) $ 13,777

Less: losses and LAE (14,883) (14,827)! (13,673)
Increase (decrease) in income before income taxes $ (576) $ 4,688 $ (104)

1 For the year ended December 31, 2008, losses and LAE is comprised of a loss on commutation of $4,123 offset by $8,778 of unamortized deferred income
released on commutation as well as $10,172 of recurring deferred income amortization.

An analysis of activity in deferred income related to retroactive corporate aggregate reinsurance contracts follows:

Years Ended December 31,

(dollars in millions) 2009 2008 2007
Decrease in reinsurance recoverable due from reinsurers $ — $ (20,000) $ (3,577)
Less: related premiums paid — (8,186) (1,273)
Decrease in income deferred during the year — (11,814) (2,304)
Amortization of deferred income (14,883) (18,950) (13,673)
Decrease in deferred income (14,883) (30,764) (15,977)
Deferred income on retroactive reinsurance—beginning of year 121,277 152,041 168,018
Deferred income on retroactive reinsurance—end of year $ 106,394 $ 121,277 $ 152,041
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The above activity arises from two retroactive contracts of which only the 2001 retroactive adverse development contract
for $400,000 remains in effect at December 31, 2009. This contract covers substantially all lines of business and provides
$400,000 of limit in excess of a retention for accident years 2000 and prior, subject to a $200,000 sublimit on 1998 and
prior accident years and an asbestos and environmental sublimit of $100,000. Premiums are currently based on 35% of
amounts ceded plus a reinsurer margin of $8,000. The contract contains provisions that would increase the premium rate to
as high as 62% under conditions that Company management considers unlikely. The contract is on a funds held basis with
interest credited at 7%. At December 31, 2009, the Company had ceded cumulative losses of $349,000, which is comprised
of $(20,000) in 2008, $(3,577) million in 2007, and $372,577 prior to 2007 and paid premiums of $143,848, which is
comprised of $(8,186) million in 2008, $(1,273) in 2007 and $153,307 prior to 2007, related to this contract. At
December 31, 2009 and 2008, the Company had a reinsurance recoverable balance of $349,000, and funds held balances of
$236,302 and $220,843, respectively, related to this agreement.

The second contract, which was commuted on June 26, 2008, covered all lines of business and provided $100,000 of limit
in excess of a retention for accident periods prior to August 13, 1998, the date of acquisition of the Company by Fairfax.
The contract contained sublimits relating to asbestos, environmental and latent, construction defect and other losses and is
subject to a maximum economic loss provision. The contract was on a funds held basis with interest credited at 7%. The
commutation had no impact on the financial statements as the Company had previously reduced the reinsurance recoverable
balance by funds held pursuant to the commutation provision contained in the contract.

The premiums for the contract which remains in effect at December 31, 2009 is included in funds held under reinsurance
contracts on the consolidated balance sheets and the reinsurance recoverable due from reinsurers in excess of amounts paid
for the coverage is reflected on the balance sheets as deferred income on retroactive reinsurance. Such deferred income is
amortized based on the expected amount and timing of future recoveries, using the interest method. The Company
amortized deferred income of $14,883 in 2009, $9,955 in 2008, $13,259 in 2007 and $60,661 prior to 2007. This
amortization of deferred income is included as a reduction of losses and LAE in the consolidated statements of income.

In addition to the two contracts noted above, the Company also commuted the retroactive amendment to its prospective
1998 aggregate stop loss agreement. The effect of this commutation was a loss of $4,123 offset by $8,778 of unamortized
deferred income released on commutation which resulted in a net pre-tax credit of $4,655 included in losses and LAE on
the consolidated statement of income for the year ended December 31, 2008.

Long-Term Debt

On May 7, 2007, the Company issued pursuant to a private offering (the “Offering”) $330,000 aggregate principal amount
of 7-3/4% senior notes due May 1, 2017 (the “2017 Notes™) at an issue price of 100%. The 2017 Notes are redeemable at
the option of the Company beginning May 1, 2012, at prices set forth in the indenture governing the 2017 Notes. Net
proceeds of the Offering to the Company, after commissions and expenses, were approximately $325,100. In connection
with the sale of the 2017 Notes, the Company entered into a registration rights agreement under which the Company agreed
to use its reasonable best efforts to register with the SEC notes having substantially the same terms as the 2017 Notes, as
part of an offer to exchange freely tradeable exchange notes for the 2017 Notes. Pursuant to an exchange offer which was
completed on August 16, 2007, the Company issued $330,000 aggregate principal amount of registered notes with
substantially the same terms as the 2017 Notes, in exchange for all of the outstanding 2017 Notes. Concurrent with the
Offering, the Company completed a cash tender offer (the “Tender Offer”) to purchase any and all of its outstanding
$300,000 aggregate principal amount of 10-3/8% senior notes due June 15, 2013 (the “2013 Notes”). Pursuant to the Tender
Offer, all but $4,270 aggregate principal amount of the 2013 Notes were purchased and cancelled. The purchase of the 2013
Notes was funded with proceeds from the sale of the aforementioned 2017 Notes and available cash on hand. On June 16,
2008, the Company redeemed the remaining outstanding $4,270 aggregate principal amount of the 2013 Notes.

After May 1, 2012, the Company may redeem the 2017 Notes at its option, in whole or in part, upon not less than 30 nor
more than 60 days’ notice, at the following redemption prices (expressed as percentages of the principal amount thereof) if
redeemed during the twelve-month period commencing on May 1 of the year set forth below:

103.875%
102.583%
101.292%
and after 100.000%
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For the years ended December 31, 2009, 2008 and 2007, total interest expense on the notes was $27,818, $27,885 and
$29,850, respectively, including amortization of related deferred financing costs, and, in respect of the 2013 Notes,
accretion of the discount. In 2007, the Company also recognized additional costs related to the early retirement of its 2013
Notes of $21,187, which were comprised of premium payments, related fees and expenses and write-off of unamortized
deferred financing costs. At December 31, 2009 and 2008, deferred financing costs incurred in conjunction with the
issuance of the notes totaled $4,627 and $5,258, respectively, and are included in other assets on the consolidated balance
sheet. These deferred financing costs are being amortized to interest expense on a straight-line basis over the duration of the
notes.

At December 31, 2009 and 2008, the book value of the long-term debt, net of unamortized discount, was $312,114 and
$310,502, respectively, and the fair value of the long-term debt, as determined from quoted market prices, was $323,400
and $244,200, respectively.

9. Income Taxes

The components of income tax expense are summarized as follows:

Years Ended December 31,

2009 2008 2007
Current $ 53,329 $ 252,666 $ 8,721
Deferred 10,301 (164,063) 131,266
Total income tax expense $ 63,630 $ 88,603 $ 139,987

Income tax expense shown on the consolidated statements of income excludes $43, $(250) and $12,548 of deferred income
tax expense (benefit) on equity in earnings of investees in 2009, 2008 and 2007, respectively. Total income tax expense in
2009, 2008 and 2007, inclusive of these amounts, was $63,673, $88,353 and $152,535, respectively. Income taxes paid in
2009, 2008 and 2007 were $207,333, $99,514 and $35,024, respectively. Included in accounts payable and other liabilities
on the consolidated balance sheets at December 31, 2009 and 2008, respectively, is $11,108 and $165,622 in respect of
current income taxes payable.

Deferred income taxes reflect the income tax impact of temporary differences between the amount of assets and liabilities
for financial reporting purposes and such amounts as measured by income tax laws and regulations. Total deferred income
tax expense/(benefit) in 2009, 2008 and 2007 was $10,344, $(164,313) and $143,814, respectively.

Components of deferred income tax assets and liabilities are summarized as follows:

At December 31,
2009 2008
Deferred tax assets:

Investments $ 105,335 $ 103,025
Unpaid losses and LAE 61,977 69,858
Deferred income on retroactive reinsurance 37,238 42,447
Unearned premiums 21,879 26,420
Employee benefit plans 11,770 8,339
Unrealized net depreciation of investments and currency translation — 5,951
Other 12,970 15,509
Deferred tax assets 251,169 271,549

Deferred tax liabilities:
Deferred policy acquisition costs 16,009 18,447
Capitalized debt costs 6,618 7,231
Unrealized net appreciation of investments and currency translation 136,259 —
Other 5,873 6,794
Deferred tax liabilities 164,759 32,472
Total net deferred tax assets $ 86,410 $ 239,077

Management believes it is more likely than not that the Company will realize the benefits of its net deferred tax assets and,
accordingly no valuation allowance has been recorded at December 31, 2009 and 2008.
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A reconciliation of income taxes at the statutory federal income tax rate to the Company’s tax expense is presented below:

Years Ended December 31,

2009 2008 2007
% of % of % of
Pre-tax Pre-tax Pre-tax
Amount Income Amount Income Amount Income
Income taxes computed on pre-tax
operating income $ 92,936 35.0%  $ 147,655 35.0% $ 143,454 35.0%
(Decrease) increase in income taxes
resulting from:
Recognition of tax credits
associated with the sale of an
investment in affiliate — — (51,605) (12.2) — —
Tax-exempt interest (19,207) (7.2) (3,380) 0.9) 44) —
Dividends received deduction (6,445) 2.4) (3,739) (0.8) (3,378) (0.8)
Other, net (3,654) (1.4) (328) 0.1) (45) —
Total income tax expense $ 63,630 24.0% $ 88,603 21.0%  $ 139,987 34.2%

10.

In December 2008, the Company sold its 15.7% investment in Northbridge to an affiliated foreign company, which resulted
in tax benefits of approximately $51,605 attributable to the utilization of foreign tax credits.

The Internal Revenue Service has completed its audit of tax years 2005 and 2006 with no material adjustments and is
presently conducting their audit of tax years 2007 and 2008 in respect of the Fairfax Group companies. There have been no
material adjustments proposed for tax years 2007 and 2008. Income tax returns filed with various state and foreign
jurisdictions remain open to examination in accordance with the statutes of the respective jurisdictions. The Company did
not record any liability for uncertain tax positions, interest or penalties in 2009.

Related Party Transactions
Reinsurance

The Company and its subsidiaries have entered into various reinsurance arrangements with related parties. The approximate
amounts by which income, expense, assets and liabilities are increased (decreased) in the consolidated financial statements,
with respect to reinsurance assumed and ceded, are summarized as follows:

At December 31,
2009 2008 2007

Statements of income:

Net premiums written $ (12916) $ (27,179 $ (17,566)

Premiums earned $ (14,816) $  (28,503) $ 14,876

Losses and LAE $ (32,666) $ (38,281) $ (2,336)
Balance sheets:

Premiums receivable $ — $ (142)  $ 644

Reinsurance recoverable from affiliates $ 206,420 $ 209,189 $ 229,591

Prepaid reinsurance premiums $ 4,958 $ 6,903 $ 8,246

Unpaid losses and LAE $ 17,580 $ 28,402 $ 54,790

Unearned premiums $ 28 $ 73 $ 92

Accounts payable and other liabilities $ 1,868 $ 2,813 $ 5,589
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In the normal course of business, a Fairfax offshore reinsurance affiliate, Wentworth Insurance Company Litd.
(“Wentworth”), participates in reinsurance agreements covering several reinsured lines of business. In 2006 and prior,
nSpire, also a Fairfax affiliate, participated in these agreements. For the years ended December 31, 2009 and 2008, the
Company ceded premiums of $8,152 and $19,342, respectively, to Wentworth and had reinsurance recoverable balances of
$19,207 and $13,850, respectively, at December 31, 2009 and 2008.

For the years ended December 31, 2009, 2008 and 2007, the Company ceded premiums of $1, $77 and $12,461,
respectively, to nSpire and had reinsurance recoverable balances of $12,448 and $25,195 at December 31, 2009 and 2008,
respectively. Pursuant to the terms of the reinsurance agreements between Wentworth and nSpire and the Company, both
Wentworth and nSpire, as foreign reinsurers, are required to collateralize in full reinsurance balances due to the Company.
This collateral is comprised of irrevocable trusts in compliance with NAIC regulations. There are no regulatory or other
restrictions on payments to the Company from either Wentworth or nSpire.

In the normal course of business, Odyssey, an affiliate of Fairfax, may participate on the Company’s reinsurance
agreements. Currently, Odyssey participates on the umbrella per risk contract, the workers’ compensation catastrophe treaty
and a difference in conditions program. For the years ended December 31, 2009, 2008 and 2007, the Company ceded
$3,046, $5,197 and $2,088, respectively, in premiums to Odyssey and had reinsurance recoverable of $6,062 and $9,002 at
December 31, 2009 and 2008, respectively, under these reinsurance agreements.

Reinsurance recoverable from TIG, a subsidiary of Fairfax, totaled $129,405 and $120,758 at December 31, 2009 and 2008,
respectively. TIG is domiciled in California and cessions to domestic insurance companies do not require collateral to be
recognized for statutory reporting purposes. The Company has considered several factors in assessing the collectability of
reinsurance recoverable balances from TIG. TIG is a runoff company with a B+ (stable) financial strength rating from A.M.
Best, and a BB+ financial strength rating from Standard and Poor’s, both nationally recognized rating agencies. TIG is a
sizable regulated entity with policyholders’ surplus of approximately $786,637 at December 31, 2009 and is subject to
periodic independent examination by the California Insurance Department. TIG also had short-term liquidity represented by
cash and short-term investments of $171,487 at December 31, 2009. The Company has sixteen years of experience with
TIG, during which the balances due from TIG have declined from approximately $267,000 to $129,405 at December 31,
2009, principally through settlement of underlying claims. There are no regulatory or other restrictions on payments to the
Company from TIG. A former parent of the Company required the transfer of a number of policies and related assets and
liabilities among insurance companies controlled by the former parent, effective through assumption and indemnity
reinsurance agreements. The assuming parties were required to seek novation of certain policies. At December 31, 2009 and
2008, amounts recoverable from TIG included $91,427 and $95,240, respectively, related to these policies, which were not
novated. Effective March 1, 1999, the Company entered into a reinsurance agreement with Fairmont Specialty Insurance
Company (formerly Ranger Insurance Company), an affiliate of Fairfax, covering 100% of policies that are classified as
excess liability for public entities and that incept, renew, have an anniversary date or come into effect on or after March 1,
1999. Effective June 30, 2002, this agreement was terminated and a new agreement was signed with TIG covering the same
business, at substantially the same terms. The new agreement covers policies written on or after July 1, 2002. The
agreement was terminated effective September 1, 2003. At December 31, 2009 and 2008, the Company had reinsurance
recoverable of $37,694 and $38,237, respectively, from Fairmont, and $37,033 and $24,134, respectively, from TIG, related
to these agreements.

Effective February 1, 2002, the Company entered into an arrangement with TIG whereby the Company issued policies on
behalf of TIG totaling $22,923 in gross premiums written. The Company entered into reinsurance agreements under which
approximately 30% of the total risk under these policies was ceded to TIG with the remaining 70% ceded to third party
reinsurers. This arrangement with TIG was terminated as of June 30, 2002. At December 31, 2009 and 2008, the Company
had reinsurance recoverable of $945 and $1,384, respectively, from TIG related to this agreement.

Effective January 1, 2006, the Company, in connection with its assumption of the Fairmont business, entered into a
reinsurance agreement with Markel Insurance Company of Canada (‘“Markel”), an affiliate of Fairfax, under which the
Company has agreed to provide commercial auto coverage to U.S. or Canadian domiciled companies, for which Markel has
written the Canadian auto coverage business, and to cede 100% of the coverage provided by the Company to Markel.
During the years ended December 31, 2009, 2008 and 2007, the Company ceded premiums of $1,646, $2,128 and $1,966,
respectively, to Markel and had a reinsurance recoverable balance of $1,444 and $1,959, respectively, at December 31,
2009 and December 31, 2008.

Advent Syndicate 780 (“Syndicate 7807), which is managed by Advent, a wholly-owned subsidiary of Fairfax, is a
participant on the Company’s property per risk, property catastrophe and workers’ compensation catastrophe treaties. For
the years ended December 31, 2009 and 2008, the Company ceded premiums of $41 and $533, respectively, to Syndicate
780 and had reinsurance recoverable balances of $155 and $185, respectively, at December 31, 2009 and 2008,
respectively.
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Investment Agreements

The Company and its subsidiaries have entered into agreements with Hamblin Watsa Investment Counsel Ltd. (“Hamblin
Watsa”), a wholly-owned subsidiary of Fairfax, for investment management services, and with Fairfax for investment
administration services. Pursuant to the agreements, fees, based upon assets under management, totaled $11,334, $11,150
and $7,134 for the years ended December 31, 2009, 2008 and 2007, respectively, and were included as investment expenses
in the consolidated statements of income.

Other Agreements

Since 2001, the Company has obtained certain information technology services, including technology management,
production and operations support and systems development, on a non-exclusive basis from Fairfax Information
Technology Services, Inc. (“FITS”), a wholly-owned subsidiary of Fairfax. Beginning in April 2009, the Company assumed
direct management responsibility for these functions and hired employees or contractors to perform most of the services
previously received from FITS. FITS continues to provide data center, network and hosting services to the Company.
Charges for the services provided by FITS, including fees recorded for services subcontracted by FITS to other vendors, for
the years ended December 31, 2009, 2008 and 2007 were $17,025, $32,062 and $36,500, respectively. Of such fees,
$16,430, $30,056 and $30,462 were charged directly to expense for 2009, 2008 and 2007, respectively. The remaining
$595, $2,006 and $6,038 were software development projects capitalized in 2009, 2008 and 2007, respectively. The
Company amortizes such fees over various periods beginning on the date the software is placed in service. In 2009, 2008
and 2007, amortization of software development costs of $2,557, $8,682 and $2,863, respectively, was charged to
operations, and unamortized costs of $13,582 and $15,544 were included in other assets for the years ended December 31,
2009 and 2008, respectively. The increase in the amortization charge in 2008 was attributable to a write-off of previously
capitalized software development costs of $6,383.

Under an agreement effective from January 1, 2001 through December 31, 2007, FITS was provided certain management
and general services by the Company, for which the Company recorded $0, $0 and $172 for the years ended December 31,
2009, 2008 and 2007, respectively.

Under a royalty agreement effective from January 1, 2003 through April 30, 2009, the Company received royalty payments
from FITS for the use of software by other clients of FITS that was developed for and funded by the Company. Under this
agreement, the Company recorded $62, $186 and $265 for the years ended December 31, 2009, 2008 and 2007,
respectively. Under a similar marketing agreement effective from March 1, 2006 through April 30, 2009, the Company
received commissions from MFXChange Ireland Limited (“MFX Ireland”) for the introduction of customers to MFX
Ireland. Under this agreement, the Company recorded $83, $200 and $291 in the years ended December 31, 2009, 2008 and
2007, respectively.

Under an agreement effective January 1, 2006, the Company provides underwriting, administration, financial and claims
services for the business of Fairmont Premier Insurance Company, Fairmont Specialty Insurance Company and Fairmont
Insurance Company, affiliates of Fairfax. The fees recorded for such services were $1,800, $2,398 and $3,855 in 2009,
2008 and 2007, respectively.

Fairfax purchases insurance coverage for itself and on behalf of its subsidiaries, including comprehensive crime, insurance
companies’ professional liability, directors’ and officers’ liability, employment practices liability, fiduciary liability and
special accident insurance. The Company’s share of the expense incurred for this coverage was $771, $842 and $1,151 for
the years ended December 31, 2009, 2008 and 2007, respectively.

The Company receives loss adjustment services from Cunningham Lindsey U.S., Inc., an affiliate of Fairfax. Expenses
incurred for these services were $234, $602 and $794 for the years ended December 31, 2009, 2008 and 2007, respectively.

Included in other expense for the years ended December 31, 2009, 2008 and 2007 are incurred charitable contributions of
$2,720, $6,600 and $3,986, respectively, related to the Six Four Foundation, a not-for-profit entity affiliated with Fairfax.

Included in accounts payable and other liabilities at December 31, 2009 and 2008 are amounts payable to Fairfax and
affiliates of $1,475 and $70, respectively. Included in other assets at December 31, 2009 and 2008 are amounts receivable
from Fairfax and affiliates of $13 and $803, respectively.

Management believes that the revenues and expenses related to the transactions with affiliated entities would not be
materially different if such transactions were with unaffiliated entities.
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Employee Benefits

The Company sponsors a qualified defined contribution plan pursuant to sections 401(k) and 401(a) of the Internal Revenue
Code for which all employees are eligible. The Company makes an annual contribution equal to 3% of base salary and a
matching contribution equal to one-half of each employee’s contribution up to the first 6% of base salary. Certain
employees also have the opportunity to participate in a non-qualified plan that permits contributions that would otherwise
be limited by IRS regulations. Total defined contribution plan expense was $5,431, $5,582 and $6,091 for the years ended
December 31, 2009, 2008 and 2007, respectively.

The Company provides postretirement health care and life insurance benefits to certain retired employees. Medical benefits
are provided to employees who were at least age 50 on January 1, 1994, and upon retirement are at least age 55 and have at
least 15 years of service. Employees hired before August 1, 1990 are eligible for retiree life insurance coverage based on
defined age, service and salary criteria. During the second quarter of 2009, the Company increased the required retiree
contributions for the optional supplemental life insurance coverage. This change was treated as a negative plan amendment
and reduced the accumulated postretirement benefit obligation by $1,109 in 2009. During the fourth quarter of 2008, the
Company announced that effective January 1, 2009, retiree medical benefits for age 65 and older Medicare eligible
participants would be provided by individual “Medicare Advantage Plan” insurance policies and participants under age 65
would be covered by a group insurance policy. This change, from self-insurance was treated as a negative plan amendment
and reduced the accumulated postretirement benefit obligation by $3,401 in 2008.

In accordance with guidance provided under ASC 715, Compensation — Retirement Benefits, the Company recognizes the
over or underfunded status of its postretirement plans in its balance sheet and records the change in funded status, in the
year in which the change occurs, through comprehensive income. At December 31, 2009 and 2008, the Company’s
postretirement benefit obligation for healthcare and life insurance benefits, which is an unfunded liability, was $4,548 and
$5,581, respectively. The weighted average discount rate used in determining the accumulated postretirement benefit
obligation was 5.5% and 6.25% at December 31, 2009 and 2008, respectively. For purposes of measuring the accumulated
postretirement benefit obligation at December 31, 2009, the health care cost trend rates are assumed to decline gradually
from 29.8% in 2010 to 6.0% in 2022 and thereafter for all participants. Increasing or decreasing the assumed health care
cost trend rates by one percentage point in each year would not materially increase or decrease the accumulated
postretirement benefit obligation at December 31, 2009.

The Company has established various long term incentive plans for certain employees who hold senior management or
officer positions. These plans provide for the payment of cash bonuses in the future, the value of which is either fixed or
based on the book value of the Company. For 2009, 2008 and 2007, expenses relating to these plans, which are included in
the consolidated statements of income were $6,496, $4,944 and $7,260, respectively.

Certain employees of the Company have been granted shares of restricted common stock of Fairfax under the Fairfax
Financial 1999 Restricted Share Plan. The restricted stock vests over periods ranging from five to ten years. Restricted
stock expense of $67, $506 and $564 for the years ended December 31, 2009, 2008 and 2007, respectively, is included in
the consolidated statements of income.

All employees of the Company are eligible to participate in the Fairfax Financial Holdings Limited Employee Share
Ownership Plan (the “Plan”). The Plan provides an opportunity to purchase Fairfax subordinate voting shares through a
combination of employee and company contributions. Employees may elect to contribute from 1% to 10% of base salary
through regular payroll deductions, and the Company is required to make matching contributions equal to 30% of the
employee contributions. In addition, the Company is required to make an annual contribution equal to 20% of employee
contributions upon Fairfax and the Company achieving certain financial objectives. The Plan expense of $462, $370 and
$213 for the years ended December 31, 2009, 2008 and 2007, respectively, is included in the consolidated statements of
income.

107



12.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands)

Commitments and Contingencies
The Company and its subsidiaries lease office space and equipment under non-cancelable operating leases. These include a

20-year lease for the Company’s home office which expires on December 31, 2022 and has minimum lease payments
remaining of $40,467. Minimum annual rentals are summarized as follows:

2010 $ 12,828
2011 10,751
2012 7,759
2013 6,780
2014 6,194
2015 and thereafter 31,889

Total minimum annual rentals $ 76,201

Rental expense under these operating leases was $13,073, $13,023 and $13,178 in 2009, 2008 and 2007, respectively. The
Company recognized $4, $83 and $163 in 2009, 2008 and 2007, respectively, from subleases.

The Company has purchased structured settlement annuities from various insurance companies in order to settle certain
claim liabilities. Should these other companies become unable to make the annuity payments, the Company would be liable.
The present value of these annuities included in reinsurance recoverable in the consolidated balance sheets at December 31,
2009 and 2008 was approximately $141,030 and $142,213, respectively. Approximately 82.8% of this balance is due from
insurance companies rated A- or better by A.M. Best Company.

The Company had commitments to fund limited partnership investments totaling $11,859 and $12,450 at December 31,
2009 and 2008, respectively. These capital commitments can be called by the partnerships during the commitment period
(generally five years or less) to fund working capital needs or the purchase of new investments.

Crum & Forster Holdings Corp. and US Fire, among numerous other insurance company and insurance broker defendants,
have been named as defendants in a class action suit filed by policyholders alleging, among other things, that the defendants
used the contingent commission structure to deprive policyholders of free competition in the market for insurance. The
action was filed in the U.S. District Court for the District of New Jersey. Plaintiffs seek certification of a nationwide class
consisting of all persons who between August 26, 1994 and the date of the class certification engaged the services of any
one of the broker defendants and who entered into or renewed a contract of insurance with one of the insurer defendants.
The trial court dismissed the federal antitrust claims and RICO claims with prejudice and declined to accept supplemental
jurisdiction over plaintiffs’ state law claims. On October 24, 2007, plaintiffs filed an appeal with the U.S. Court of Appeal
for the Third Circuit. The court heard oral arguments on April 21, 2009 in Philadelphia, Pennsylvania. The court took the
matter under submission and has not yet issued a ruling. Crum & Forster Holdings Corp. and US Fire continue to be named
as defendants and intend to vigorously defend the action.

In the ordinary course of their business, Crum & Forster’s subsidiaries receive claims asserting alleged injuries and
damages from asbestos and other hazardous waste and toxic substances and are subject to related coverage litigation. The
conditions surrounding the final resolution of these claims and the related litigation continue to change. Currently, it is not
possible to predict judicial and legislative changes and their impact on the future development of asbestos and
environmental claims and litigation. This trend will be affected by future court decisions and interpretations, as well as
changes in applicable legislation. As a result of these uncertainties, additional liabilities may arise for amounts in excess of
current reserves for asbestos, environmental and other latent exposures. These additional amounts, or a range of these
additional amounts, cannot currently be reasonably estimated. As a result of these claims, management continually reviews
required reserves and reinsurance recoverable. In each of these areas of exposure, the Company litigates individual cases
when appropriate and endeavors to settle other claims on favorable terms.

The Company’s subsidiaries are involved in various lawsuits and arbitration proceedings arising in the ordinary course of
business. While the outcome of such matters cannot be predicted with certainty, in the opinion of management, no such
matter is likely to have a material adverse effect on the Company’s consolidated net income, financial position or liquidity.
However, it should be noted that the frequency of large damage awards in some jurisdictions, including punitive damage
awards that bear little or no relation to actual economic damages incurred by plaintiffs, continues to create the potential for
an unpredictable judgment in any given matter.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands)

13. Dividend Restrictions, Statutory Information and Capitalization

The Company’s insurance subsidiaries are subject to state regulatory restrictions that limit the maximum amount of
dividends they can pay to the Company. These regulations vary by state. The restrictions are generally based on the net
income, investment income and policyholders’ surplus of each insurance company, and further provide that the payment of
dividends must be from the earned policyholders’ surplus of the insurance company. Any payment of dividends above the
regulatory limits is considered “extraordinary” and is subject to the approval of the Insurance Commissioner in the state of
domicile. In October 2008, US Fire received prior regulatory approval from the Delaware Department of Insurance to pay,
and paid, a $350,000 extraordinary dividend to the Company.

The Company’s insurance subsidiaries are domiciled in the states of Delaware, New Jersey, New York and Arizona. The
principal insurance subsidiaries are US Fire and North River domiciled in Delaware and New Jersey, respectively. The
maximum dividends that can be paid by the insurance subsidiaries to the Company in 2010, without prior regulatory
approval, ares $163,776.

The combined statutory basis net income and policyholders’ surplus of Crum & Forster’s insurance subsidiaries are
presented below:

Years Ended December 31,

2009 2008 2007
Net income $ 153,979 $ 484,003 $ 191,699
Policyholders’ surplus $ 1,628,159 $ 1,410,612 $ 1,639,751

14.

GAAP differs in certain respects from the statutory accounting practices prescribed or permitted by insurance regulatory
authorities for the Company’s insurance subsidiaries. Prescribed statutory accounting practices include state laws,
regulations and general administrative rules, as well as a variety of publications of the NAIC. Permitted statutory
accounting practices encompass all accounting practices that are not prescribed; such practices differ from state to state,
may differ from company to company within a state and may change in the future.

The principal differences between statutory policyholders’ surplus and shareholder’s equity determined in accordance with
GAAP relate to accounting for deferred gains on retroactive insurance, unrealized gains and losses on fixed income
securities, deferred policy acquisition costs and deferred federal income taxes.

Segment Reporting

The Company operates in the commercial property and casualty insurance business. Premiums earned for the Company’s
lines of business are summarized as follows:

Years Ended December 31,

2009 2008 2007

General liability $ 146,610 $ 194,266 $ 228,973
Workers’ compensation 188,246 218,414 257,971
Commercial automobile 118,976 187,206 210,490
Property 88,696 164,397 267,496
Commercial multi-peril 76,479 79,938 80,511
Accident and health 130,187 117,653 103,910
Other 32,088 36,154 36,793

Total premiums earned $ 781282 $ 998,028 $ 1,186,144
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands)

The loss and LAE amounts and loss and LAE ratios of the Company’s lines of business, as estimated at the respective year-
end, are summarized as follows:

Years Ended December 31,

2009 2008 2007
Amount Ratio Amount Ratio Amount Ratio

Accident year loss and LAE

ratios:
General liability $ 100,828 68.8%  $ 134,998 69.5% $ 152,556 66.6%
Workers’ compensation 151,945 80.7% 168,171 77.0% 196,816 76.3%
Commercial automobile 92,682 77.9% 145,615 77.8% 144,308 68.6%
Property 64,162 72.3% 204,469 124.4% 180,185 67.4%
Commercial multi-peril 41,585 54.4% 45,986 57.5% 51,736 64.3%
Accident and health 94,319 72.4% 83,279 70.8% 72,068 69.4%
Other 20,455 63.7% 20,274 56.1% 19,154 52.1%

Total accident year losses and

LAE 565,976 72.4% 802,792 80.4% 816,823 68.9%

Prior years’ loss development (39,864) (5.1) 20,075 2.1 (63,854) (5.4)

Calendar year losses and LAE $ 526,112 67.3% $ 822,867 82.5% $ 752,969 63.5%

The Company does not allocate investment results or certain corporate expenses for purposes of evaluating financial
performance of each line of business. For additional information on current accident year losses and prior years’
development, see Note 5 to the consolidated financial statements.

15. Quarterly Financial Data

The Company’s quarterly financial data is summarized in the table below. This quarterly financial data is unaudited. In the
opinion of management, all adjustments necessary to present fairly the results of operations for such periods have been

made.
Three Months Ended
(Unaudited)
December 31, September 30, June 30, March 31,
2009 2008 2009 2008 2009 2008 2009 2008
Premiums earned $191,539  $230,358  $182,032  $232,978  $200,281  $262,882  $207,430  $271,810

Investment income!-2 $ 30,677 $ 10,583 $ 34,213 $ 14,706 $ 63,681 $ 31,248 $ 35,393 $ 15,129
Net realized investment

gains and losses? $ 7,659 $204,533  $210,394 $162,369 $ 23,002 $ 9,709 $(91,071) $155,268
Losses and LAE $134,837  $156,005 $122,950 $211,506 $132,475 $245,746  $135,850  $209,610
Net income (loss) $ 20,915 $189,253 $154,761 $ 69,728 $ 57,252  $(19,576) $(30,947) $ 93,401

Combined ratio 105.0% 99.0% 105.9% 126.9% 100.5% 125.2% 98.0% 106.9%

! Investment income includes pre-tax equity in earnings (losses) of investees of $122, $(709) and $35,846 in 2009, 2008 and 2007, respectively.

2 The increase in investment income in the fourth quarter of 2009 as compared to the fourth quarter of 2008 was primarily attributable to higher earnings
from investments at equity.

3 The decrease in net realized investment gains in the fourth quarter of 2009 as compared to the fourth quarter of 2008 was primarily attributable to lower
gains on total return swaps.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL
DISCLOSURE

None.
ITEM 9A (T). CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

The Company’s management, with the participation of the Chief Executive Officer and Chief Financial Officer, completed an
evaluation of the effectiveness of the design and operation of the Company’s disclosure controls and procedures, as defined in
Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended (the “Exchange Act”). Disclosure
controls and procedures are designed to ensure that information required to be disclosed by the Company in reports that it files or
submits under the Exchange Act is recorded, processed, summarized and reported within the time periods specified by the
Securities and Exchange Commission (“SEC”) rules and forms, and that such information is accumulated and communicated to
management, including the Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisions
regarding required disclosures. Based on this evaluation, the Company’s Chief Executive Officer and Chief Financial Officer
have concluded that the Company’s disclosure controls and procedures were effective, as of the end of the fiscal year covered by
this Form 10-K.

Management’s Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting as defined in
Rules 13a-15(f) and 15d-15(f) of the Exchange Act and for assessing the effectiveness of internal control over financial
reporting.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. In addition,
projections of any evaluation of effectiveness of internal control over financial reporting to future periods are subject to the risk
that controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies or
procedures may deteriorate.

Management, including the Company’s Chief Executive Officer and Chief Financial Officer, has assessed the effectiveness of
the Company’s internal control over financial reporting as of December 31, 2009. In making its assessment of internal control
over financial reporting, management used the criteria established in Internal Control — Integrated Framework, issued by the
Committee of Sponsoring Organizations of the Treadway Commission (COSO). This assessment included an evaluation of the
design of the Company’s internal control over financial reporting and testing of the operational effectiveness of those controls.
Based on the results of this assessment, management has concluded that the Company’s internal control over financial reporting
was effective as of December 31, 2009.

This annual report does not include an attestation report of the Company’s registered public accounting firm regarding internal
control over financial reporting. Management’s report was not subject to attestation by the Company’s registered public
accounting firm pursuant to temporary rules of the SEC that permit the Company to provide only management’s report in this
annual report.

There were no changes in the Company’s internal control over financial reporting identified in connection with the foregoing
evaluation that occurred during the three months ended December 31, 2009 that have materially affected or that are reasonably
likely to materially affect the Company’s internal control over financial reporting.

ITEM 9B. OTHER INFORMATION

None.
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PART III
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE
Directors and Executive Officers

The Company’s directors and executive officers are as follows:

Name Age Position

V. Prem Watsa 59 Chairman

Douglas M. Libby 58 President, Chief Executive Officer and Director

Mary Jane Robertson 56 Executive Vice President, Chief Financial Officer, Treasurer and Director
Alan D. Horn!:24 58 Director

Anthony F. Griffiths!-2-3 79 Director

Robert J. Gunn!:2 64 Director

Brandon W. Sweitzer! 67 Director

1 Audit committee member.

2 Compensation committee member.
3 Chairman of the compensation committee.
4 Chairman of the audit committee.

V. Prem Watsa has served as the Company’s Chairman since March 7, 2002 and served as its Chief Executive Officer from
May 20, 2003 to March 31, 2004. Mr. Watsa has served as Chairman and Chief Executive Officer of Fairfax since 1985 and as
Vice President of Hamblin Watsa Investment Counsel Ltd. since 1985. He formerly served as Vice President of GW Asset
Management from 1983 to 1984 and Vice President of Confederation Life Investment Counsel from 1974 to 1983. Mr. Watsa
has served as Chairman of Odyssey Re Holdings Corp. (“Odyssey”) since March 2001 and Northbridge Financial Corporation
(“Northbridge”) since April 2003.

Douglas M. Libby has served as the Chairman and Chief Executive Officer of the Company’s principal insurance subsidiaries
since January 1, 2008 and as President and Chief Executive Officer of the Company since March 8, 2008 and a director since
October 7, 2009. Mr. Libby previously served as President and Chief Executive Officer of Seneca Insurance Company, Inc., the
Company’s subsidiary, from 1997 through 2009, and is currently its Chairman.

Mary Jane Robertson has served as the Company’s Executive Vice President and Chief Financial Officer since March 7, 2002,
its Treasurer since May 20, 2003 and a director since October 7, 2009. Ms. Robertson has served as Executive Vice President,
Treasurer and a director of the Company’s principal insurance subsidiaries since 1999.

Alan D. Horn has served as a member of the Company’s board of directors since April 16, 2008 and is chairman of the audit
committee and a member of the compensation committee. Mr. Horn is a chartered accountant and has been Chairman of Rogers
Communications Inc., and President and Chief Executive Officer of Rogers Telecommunications Limited since March, 2006.
From 1996 to 2006, Mr. Horn served as Vice President, Finance and Chief Financial Officer of Rogers Communications Inc.
From 1990 to 1996, Mr. Horn served as President and Chief Operating Officer of Rogers Telecommunications Limited. He is
currently a director of Fairfax and the chairman of its audit committee as well as a director of March Networks Corporation and
CCL Industries Inc.

Anthony F. Griffiths has served as a member of the Company’s board of directors since March 6, 2002. Since 1993,
Mr. Griffiths has been an independent business consultant and corporate director. He is currently a director of Fairfax and several
of its subsidiaries, including Odyssey. Mr. Griffiths is also a director of AbitibiBowater Inc., Bronco Energy Ltd., Jaguar Mining
Inc., Vitran Corporation Inc., Novadaq Technologies Inc., Gedex Inc., and Russel Metals Inc. Mr. Griffiths is a director and
serves on the audit committees of Fairfax and several of its subsidiaries, as well as Jaguar Mining Inc. He is also a Trustee of The
Brick Income Fund.

Robert J. Gunn has served as a member of the Company’s board of directors since March 30, 2007. Mr. Gunn is currently an
independent business consultant and corporate director. Since 2004, Mr. Gunn has been Vice Chairman of the board of directors
and a member of the audit committee of Northbridge. Mr. Gunn previously served as the Chief Executive Officer and Chief
Operating Officer of Royal & SunAlliance PLC, in London, England, from 2002 to 2003 and 2001 to 2002, respectively. He also
served as Group Director, Americas, of Royal & SunAlliance, from 1998 to 2001. From 1990 to 2001, Mr. Gunn held the
positions of President and Chief Executive Officer at Royal & SunAlliance Canada. He is currently a director and member of the
audit committees of Fairfax, Energy Split Corp. Inc. and Energy Split Corp. II Inc.
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Brandon W. Sweitzer has served as a member of the Company’s board of directors and audit committee since October 7, 2009.
Mr. Sweitzer is a Senior Fellow of the U.S. Chamber of Commerce. He is a director of Fairfax, Odyssey, Falcon Insurance
Company, First Capital Insurance Limited, and United Educators. He also serves on the Board of the St. John’s University
School of Risk Management. Mr. Sweitzer became Chief Financial Officer of Marsh Inc. in 1981, and was its President from
1999 through 2000. From 1996 to 1999, Mr. Sweitzer served as President and Chief Executive Officer of Guy Carpenter &
Company.

Corporate Governance

Messrs. Horn, Griffiths, Gunn and Sweitzer are independent as independence is defined in the listing standards of the New York
Stock Exchange.

Audit Committee and Audit Committee Financial Expert

The Company’s board of directors has established an audit committee composed of Messrs. Horn, Griffiths, Gunn and Sweitzer.
The audit committee’s primary responsibilities include: engaging independent accountants; consulting with management on the
hiring of the chief internal auditor; approving independent audit fees; reviewing quarterly and annual financial statements, audit
results and reports, including management comments and recommendations thereto; reviewing the Company’s systems of
controls and policies, including those covering conflicts of interest and business ethics; evaluating reports of actual or threatened
litigation; considering significant changes in accounting practices; and examining improprieties or suspected improprieties, with
the authority to retain outside counsel or experts.

All of the members of the audit committee are independent as independence is defined in the listing standards of the New York
Stock Exchange. In addition, the board of directors has determined that Mr. Horn, chairman of the audit committee, is qualified
as an audit committee financial expert within the meaning of the regulations of the Securities and Exchange Commission.

Compensation Committee

The Company’s board of directors has established a compensation committee comprised of Messrs. Horn, Griffiths and Gunn, all
of whom are independent of the Company’s management and are free of any relationship that, in the opinion of the board of
directors, would interfere with their exercise of independent judgment as committee members. The compensation committee’s
primary responsibilities include administering, reviewing and making recommendations to the Company’s board of directors
regarding compensation of the Company’s executive officers and ensuring that the executives’ performance meets corporate,
financial and strategic objectives.

Compensation of Directors

Messrs. Horn, Griffiths, Gunn, and Sweitzer are compensated annually in the amount of $15,000, plus $750 per board meeting
attended and their reasonable expenses of each attendance. In addition, Messrs. Horn, Griffiths, Gunn and Sweitzer serve on
Crum & Forster’s audit and/or compensation committees and receive $750 per committee meeting attended if held separately
from a board meeting.

Code of Ethics

The Company has adopted a Code of Ethics for Senior Financial Officers, which was filed as an exhibit to the Company’s 2004
annual report on Form 10-K. The Company will provide, free of charge, copies of the Code of Ethics upon written request
directed to the Company’s Corporate Secretary at the Company’s principal executive offices located at 305 Madison Avenue,
Morristown, NJ 07962.

ITEM 11. EXECUTIVE COMPENSATION

Omitted pursuant to General Instruction I(2)(c) to Form 10-K.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

Omitted pursuant to General Instruction I(2)(c) to Form 10-K.
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ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS AND DIRECTOR INDEPENDENCE

Omitted pursuant to General Instruction I(2)(c) to Form 10-K. Information regarding related party transactions is provided in
Note 10 to the consolidated financial statements included in “Item 8. Financial Statements and Supplementary Data”.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The Company’s principal accountants are PricewaterhouseCoopers LLP (“PwC”). Aggregate fees billed and services provided
are summarized as follows:

Years Ended December 31,

(dollars in thousands) 2009 2008
Audit fees $ 1,309.2 $ 1,385.0
Audit-related fees 643.3 664.0
Tax fees 85.4 14.3
All other fees 3.1 2.5

Total fees billed by principal accountants $  2,041.0 $ 200658
Audit Fees

Audit fees incurred for the years ended December 31, 2009 and 2008 consisted of fees for professional services rendered by PwC
for the audit of the Company’s annual financial statements and review of the financial statements included in the Company’s
quarterly reports on Form 10-Q and services that are normally provided by PwC in connection with statutory and regulatory
filings or engagements.

Audit-Related Fees

Audit-related fees incurred for the years ended December 31, 2009 and 2008 consisted of fees for professional services rendered
by PwC for review of management’s assessment of internal control over financial reporting. Management’s assessment of
internal control over financial reporting was performed in support of Fairfax’s certification under Section 404 of the Sarbanes-
Oxley Act of 2002.

Tax Fees

Tax fees incurred for the year ended December 31, 2009 consisted of fees for professional services rendered by PwC for the
review of tax returns and investment related tax services. Tax fees incurred for the year ended December 31, 2008 consisted of
fees for the review of tax returns.

All Other Fees

All other fees incurred for the years ended December 31, 2009 and 2008 were in respect of fees for online accounting database
subscription services.

Audit Committee Pre-Approval Policies and Procedures

All services to be performed for the Company by PwC must be pre-approved by the Company’s audit committee. The audit
committee has delegated the authority to grant such pre-approvals to the committee chairman, which approvals are then ratified
by the full committee at its next regular meeting.

PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
Financial Statement Schedules

See index to financial statements and related financial statement schedules on page 118.
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Exhibits

Exhibit
Number Exhibit Location*
3.1 Certificate of Incorporation Exhibit 3.1 to the Registration Statement on Form S-4
(No. 333-107722) of the Company filed on August 7,
2003.
3.2 Amended and Restated By-Laws Exhibit 3.2 to the Registration Statement on Form S-4
(No. 333-107722) of the Company filed on August 7,
2003.
4.1 Indenture between the Company and the Bank of New  Exhibit 4.2 to the form 8-K of the Company filed on
York dated as of May 7, 2007 May 10, 2007
10.1 Investment Agreement among Hamblin Watsa, Fairfax ~ Exhibit 10.1 to the Form 10-K of the Company for the
and North River effective as of January 8, 2004 year ended December 31, 2004, filed on March 7,
2005.
10.2 Investment Agreement among Hamblin Watsa, Fairfax ~ Exhibit 10.2 to Amendment No. 3 to the Registration
and CF Insurance effective as of January 8, 2004 Statement on Form S-4 (No. 333-107722) of the
Company filed on February 24, 2004.
10.3 Investment Agreement among Hamblin Watsa, Fairfax ~ Exhibit 10.3 to the Form 10-K of the Company for the
and Seneca Specialty effective as of January 1, 2002 year ended December 31, 2004, filed on March 7,
2005.
10.4 Master Repurchase Agreement between North River Exhibit 10.4 to Amendment No. 3 to the Registration
and Fairfax effective as of January 8, 2004 Statement on Form S-4 (No. 333-107722) of the
Company filed on February 24, 2004.
10.5 Master Repurchase Agreement between CF Insurance ~ Exhibit 10.5 to Amendment No. 3 to the Registration
and Fairfax effective as of January 8, 2004 Statement on Form S-4 (No. 333-107722) of the
Company filed on February 24, 2004.
10.6 Investment Management Agreement among Hamblin Exhibit 10.6 to the Form 10-K of the Company for the
Watsa, Fairfax and the Company effective as of year ended December 31, 2004, filed on March 7,
December 21, 2004 2005.
10.7 Investment Agreement among Hamblin Watsa, Fairfax ~ Exhibit 10.7 to the Registration Statement on
and US Fire effective as of October 1, 2002 Form S-4 (No. 333-107722) of the Company filed on
August 7, 2003.
10.8 Investment Agreement among Hamblin Watsa, Fairfax ~ Exhibit 10.8 to the Registration Statement on
and Seneca effective as of January 1, 2002 Form S-4 (No. 333-107722) of the Company filed on
August 7, 2003.
10.9 Investment Agreement among Hamblin Watsa, Fairfax =~ Exhibit 10.9 to the Registration Statement on
and CF Indemnity effective as of January 1, 2002 Form S-4 (No. 333-107722) of the Company filed on
August 7, 2003.
10.10 Investment Agreement among Hamblin Watsa, Fairfax ~ Exhibit 10.10 to the Registration Statement on
and CF Specialty effective as of January 1, 2002 Form S-4 (No. 333-107722) of the Company filed on
August 7, 2003.
10.11 Intentionally left blank
10.13 Intercompany Tax Allocation Agreement between Exhibit 10.13 to the Registration Statement on
Fairfax Inc. and US Fire and CF Indemnity and Form S-4 (No. 333-107722) of the Company filed on
Seneca effective as of December 15, 2000 August 7, 2003.
10.15 Master Repurchase Agreement between CF Indemnity ~ Exhibit 10.15 to the Registration Statement on
and Fairfax effective as of July 1, 2000 Form S-4 (No. 333-107722) of the Company filed on
August 7, 2003.
10.16 Master Repurchase Agreement between US Fire and Exhibit 10.16 to the Registration Statement on
Fairfax effective as of July 1, 2000 Form S-4 (No. 333-107722) of the Company filed on
August 7, 2003.
10.23 Put Agreement between US Fire, ORC Re Limited Exhibit 10.23 to the Registration Statement on
and Fairfax effective as of June 28, 2002 Form S-4 (No. 333-107722) of the Company filed on
August 7, 2003.
10.25 Intentionally left blank
10.27 Intentionally left blank
10.28 Intentionally left blank
10.30 Blended Aggregate Stop Loss Reinsurance Agreement  Exhibit 10.30 to the Registration Statement on
between the Company and ORC Re Limited effective Form S-4 (No. 333-107722) of the Company filed on
as of January 1, 2000 August 7, 2003.
10.37 Amendment Number 1 to the Investment Agreement Exhibit 10.37 to the Form 10-Q of the Company for

among Hamblin Watsa, Fairfax and CF Specialty
effective as of January 1, 2005
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Exhibit

Number Exhibit Location*
10.38 Amendment Number 1 to the Investment Agreement Exhibit 10.38 to the Form 10-Q of the Company for
among Hamblin Watsa, Fairfax and Seneca Specialty the period ended September 30, 2005, filed on October
effective as of January 1, 2005 28, 2005.
10.40 Amendment Number 1 to the Investment Agreement Exhibit 10.40 to the Form 10-Q of the Company for
among Hamblin Watsa, Fairfax and North River the period ended March 31, 2007, filed on May 3,
effective as of January 1, 2005 2007.
10.41 Amendment Number 1 to the Investment Agreement Exhibit 10.41 to the Form 10-Q of the Company for
among Hamblin Watsa, Fairfax and CF Insurance the period ended March 31, 2007, filed on May 3,
Company effective as of January 1, 2005 2007.
10.42 Amendment Number 1 to the Investment Agreement Exhibit 10.42 to the Form 10-Q of the Company for
among Hamblin Watsa, Fairfax and US Fire Company the period ended June 30, 2007, filed on August 3,
effective as of April 1, 2007 2007.
10.43 Amendment Number 1 to the Investment Agreement Exhibit 10.43 to the Form 10-Q of the Company for
among Hamblin Watsa, Fairfax and CF Indemnity the period ended June 30, 2007, filed on August 3,
effective as of April 1, 2007 2007.
10.45 Fairfax Inc. and Crum & Forster Holdings Corp. Inter-  Exhibit 10.45 to the Form 10-Q of the Company for
Company Tax Allocation Agreement effective as of the period ended September 30, 2007, filed on
January 1, 2007 November 1, 2007.
10.46 Amendment Number 1 to the Investment Agreement Exhibit 10.46 to the Form 10-K of the Company for
among Hamblin Watsa, Fairfax and Seneca effective the year ended December 31, 2008, filed on
as of January 1, 2005. February 27, 2009.
10.47 Intercompany Tax Allocation Agreement effective as Filed herewith
of January 1, 2009 among Crum & Forster Holdings
Corp., US Fire, North River, CF Insurance Company,
CF Indemnity, CF Specialty, Excelsior Claims
Administrators, Inc., Seneca Risk Services, Inc.,
Seneca Specialty, and Fairmont Specialty Insurance
Managers, Inc.
12.1 Statement Regarding Calculation of Ratio of Filed herewith.
Consolidated Earnings to Consolidated Fixed Charges
14.1 Code of Ethics for Senior Financial Officers Exhibit 14.1 to the Form 10-K of the Company for the
year ended December 31, 2004, filed on March 7,
2005.
24.1 Power of Attorney Included on the signature page hereof.
31.1 Certification of President and Chief Executive Officer ~ Filed herewith.
pursuant to Section 302 of the Sarbanes-Oxley Act of
2002
31.2 Certification of Executive Vice President, Chief Filed herewith.
Financial Officer and Treasurer pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002
32.1 Certification of President and Chief Executive Officer ~ Filed herewith.
pursuant to Section 906 of the Sarbanes-Oxley Act of
2002
32.2 Certification of Executive Vice President, Chief Filed herewith.

Financial Officer and Treasurer pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

*  Exhibits not filed herewith are incorporated herein by reference to documents previously filed with the Securities and
Exchange Commission.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this
report to be signed on its behalf by the undersigned, thereunto duly authorized.

Date: February 26, 2010

Date: February 26, 2010

CRUM & FORSTER HOLDINGS CORP.
(Registrant)

By: /s/ Douglas M. Libby

Douglas M. Libby

President, Chief Executive Officer and Director

By: /sl Mary Jane Robertson

Mary Jane Robertson

Executive Vice President, Chief Financial Officer,

Treasurer and Director

Power of Attorney

Know all persons by these presents, that each person whose signature appears below constitutes and appoints Douglas M. Libby
and Mary Jane Robertson, and each of them separately, his or her true and lawful attorney-in-fact, with full power of substitution
and re-substitution, to sign in his or her name, place and stead, in any and all capacities, to do any and all things and execute any
and all instruments that such attorney may deem necessary or advisable under the Securities Exchange Act of 1934, as amended,
and any rules, regulations and requirements of the U.S. Securities and Exchange Commission in connection with this annual
report on Form 10-K and any and all amendments hereto, as fully for all intents and purposes as he or she might or could do in
person, and hereby ratifies and confirms all said attorneys-in-fact and agents, each acting alone, and his or her substitute or
substitutes, may lawfully do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons
on behalf of the registrant and in the capacities and on the dates indicated.

Signature

Title

Date

By:

By:

By:

By:

By:

By:

By:

/s!/ V. Prem Watsa

V. Prem Watsa

/s! Douglas M. Libby

Douglas M. Libby

/sl Mary Jane Robertson

Mary Jane Robertson

/s!/ Alan D. Horn

Alan D. Horn

/s/ Anthony F. Griffiths

Anthony F. Griffiths

/s/ Robert J. Gunn

Robert J. Gunn

/s! Brandon W. Sweitzer

Brandon W. Sweitzer

Chairman of the Board

President, Chief Executive Officer and Director

Executive Vice President, Chief Financial Officer,

Treasurer and Director

Director

Director

Director

Director
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INDEX TO FINANCIAL STATEMENTS AND RELATED FINANCIAL STATEMENT SCHEDULES

Page
Number
Consolidated Financial Statements 68
Financial Statement Schedules
Report of Independent Registered Public Accounting Firm on Financial Statement Schedules 119
Schedule I—Summary of Investments Other Than Investments in Related Parties 120
Schedule II—Condensed Balance Sheets of Crum & Forster Holdings Corp. at December 31, 2009 and
2008 (Parent Company Only) 121
Schedule II—Condensed Statements of Income of Crum & Forster Holdings Corp. for the Years Ended
December 31, 2009, 2008 and 2007 (Parent Company Only) 122
Schedule II—Condensed Statements of Cash Flows of Crum & Forster Holdings Corp. for the Years Ended
December 31, 2009, 2008 and 2007 (Parent Company Only) 123
Schedule II—Notes to Condensed Financial Statements 124
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
ON FINANCIAL STATEMENT SCHEDULES

To the Board of Directors and Shareholder of Crum & Forster Holdings Corp. and Subsidiaries:

Our audits of the consolidated financial statements referred to in our report dated February 26, 2010 appearing in this 2009
annual report on Form 10-K of Crum & Forster Holdings Corp. and Subsidiaries also included an audit of the financial statement
schedules listed in Item 15 of this Form 10-K. In our opinion, these financial statement schedules present fairly, in all material
respects, the information set forth therein when read in conjunction with the related consolidated financial statements.

PricewaterhouseCoopers LLP

New York, New York
February 26, 2010
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SCHEDULE 1

CRUM & FORSTER HOLDINGS CORP.
SUMMARY OF INVESTMENTS OTHER THAN INVESTMENTS IN RELATED PARTIES
(Dollars in thousands)

At December 31, 2009
Cost or Amount at which
Amortized Estimated Shown in the
Cost Fair Value!l Balance Sheet
Fixed income securities:
Available-for-sale:
United States government and government agencies and authorities $ 81,282 $ 87,765 $ 87,765
States, municipalities and political subdivisions 1,185,380 1,328,964 1,328,964
Other 80,483 102,817 102,817
Total fixed income securities available-for-sale 1,347,145 1,519,546 1,519,546
Fixed income securities, held-for-trading: 321,359 321,359 321,359
Total fixed income securities 1,668,504 1,840,905 1,840,905
Equity securities — common stocks 1,007,805 1,214,205 1,284,102
Investments at equity 55,020 55,020 167,331
Derivatives and other invested assets 47,517 47,517 387,902
Short term investments 68,211 68,211 68,211
Total investments $ 2,847,057 $ 3,225,858 $ 3,748,451

1 Excludes investments in related parties at fair value of $522,593 at December 31, 2009.
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SCHEDULE I1

CRUM & FORSTER HOLDINGS CORP. (PARENT COMPANY ONLY)
CONDENSED FINANCIAL INFORMATION OF CRUM & FORSTER HOLDINGS CORP.
BALANCE SHEETS
(Dollars in thousands)

At December 31,
2009 2008
ASSETS
Cash and cash equivalents $ 2,461 $ 3,123
Short-term investments at cost, which approximates fair value — 5,289
Investments in and advances to/from consolidated subsidiaries 1,834,581 1,485,189
Current income taxes 928 3,607
Other assets 4,660 5,260
Total assets $ 1,842,630 $ 1,502,468
LIABILITIES
Accounts payable and other liabilities $ 7,423 $ 19,612
Deferred income taxes 5,366 5,922
Long-term debt 312,114 310,502
Total liabilities 324,903 336,036
SHAREHOLDER’S EQUITY
Common stock, $0.01 par value; 1,000 shares authorized; 100 issued and outstanding — —
Additional paid-in capital 740,993 740,993
Accumulated other comprehensive income (loss), net of tax 256,859 (7,455)
Retained earnings 519,875 432,894
Total shareholder’s equity 1,517,727 1,166,432
Total liabilities and shareholder’s equity $ 1,842,630 $ 1,502,468

The condensed financial statements should be read in conjunction with the consolidated financial statements and notes thereto.
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SCHEDULE I1

CRUM & FORSTER HOLDINGS CORP. (PARENT COMPANY ONLY)
CONDENSED FINANCIAL INFORMATION OF CRUM & FORSTER HOLDINGS CORP.
STATEMENTS OF INCOME
(Dollars in thousands)

Years Ended December 31,

2009 2008 2007
REVENUES
Equity in earnings of subsidiaries $ 222978 $ 357,610 $ 326,962
Investment (loss) income (80) 310 1,592
Realized investment gains — — 8,612
Total revenues 222,898 357,920 337,166
EXPENSES
Interest expense 27,818 27,885 29,850
Costs related to early retirement of debt — 392 21,187
Other expense, net 4,406 10,199 11,135
Total expenses 32,224 38,476 62,172
Income before income taxes 190,674 319,444 274,994
Income tax benefit (11,307) (13,362) (18,188)
NET INCOME $ 201,981 $ 332,806 $ 293,182

The condensed financial statements should be read in conjunction with the consolidated financial statements and notes thereto.
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SCHEDULE I1

CRUM & FORSTER HOLDINGS CORP. (PARENT COMPANY ONLY)
CONDENSED FINANCIAL INFORMATION OF CRUM & FORSTER HOLDINGS CORP.
STATEMENTS OF CASH FLOWS

(Dollars in thousands)

OPERATING ACTIVITIES
Net income

Adjustments to reconcile net income to net cash from operating

activities:

Equity in earnings of subsidiaries, net of dividends and other

payments to/receipts from subsidiaries!
Realized investment gains
Amortization and accretion
Deferred income tax expense
Other non-cash net income adjustments
Changes in:
Other assets
Accounts payable and other liabilities
Net cash provided by operating activities
INVESTING ACTIVITIES
Purchases of short-term investments
Proceeds from sales of short-term investments
Purchases of other invested assets
Proceeds from sales of other invested assets
Net cash provided by (used in) investing activities
FINANCING ACTIVITIES
Dividends paid to shareholder
Repayment of 10 3/8% senior notes
Issuance of 7 3/4% senior notes
New debt issuance costs
Net cash used in financing activities
Net change in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

SUPPLEMENTAL CASH FLOW INFORMATION
Cash paid for interest

Cash refund received for income taxes

SUPPLEMENTAL NON-CASH INVESTING AND FINANCING

ACTIVITIES

Fixed income securities transferred to parent as payment for income taxes
In-kind dividend payment to parent in the form of fixed income securities
Note received from parent in partial settlement of the Company’s tax net

operating losses

Note received from parent in settlement of the sale of a common stock

investment

In-kind dividend payment to parent representing cancellation of the

aforementioned notes received from parent in 2007

1 Includes cash dividends received from subsidiaries of $138,400, $352,502 and $129,195 in 2009, 2008 and 2007.

Years Ended December 31,

2009 2008 2007
$ 201,981 $ 332,806 $ 293,182
(84,578) (5,108) (213,135)
— — (8,612)
2,243 2,108 1,958
— — 66,321
— 170 8,259
2,159 1,495 (2,129)
(12,756) 4,200 (32.211)
109,049 335,671 113,633
(5,580) (30,701) (9,652)
10,869 35,064 —
— — (13,143)
— — 28,510
5,289 4363 5,715
(115,000) (335,202) (128,825)
— (4,270) (295,730)
— — 330,000
— — (23,912)
(115,000) (339,472) (118,467)
(662) 562 881
3,123 2,561 1,680
$ 2461 $ 3,123 $ 2,561
$ 25575 $ 25797 $ 24,907
$  (13418) $  (13,994) $  (40487)
$ 54008 $ —  $ —
$ —§$ 158798 $ —
$ — S — 0§ 41,882
$ — S — % 12,993
$ — S — $ 54875

The condensed financial statements should be read in conjunction with the consolidated financial statements and notes thereto.
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SCHEDULE I1

CRUM & FORSTER HOLDINGS CORP. (PARENT COMPANY ONLY)
NOTES TO CONDENSED FINANCIAL STATEMENTS OF CRUM & FORSTER HOLDINGS CORP.
(Dollars in thousands)

The accompanying condensed financial statements should be read in conjunction with the notes to consolidated financial
statements of Crum & Forster Holdings Corp. and subsidiaries included in “Item 8. Financial Statements and
Supplementary Data”.

The Company’s ability to satisfy its corporate obligations is primarily dependent on the dividend paying capacity of its
subsidiaries. In 2009, 2008 and 2007, the insurance subsidiaries paid dividends totaling $138,400, $511,300 and $138,200,
respectively, to the Company, including an extraordinary dividend of $350,000 in 2008, for which the Company received
prior regulatory approval. The maximum dividends that can be paid by the insurance companies to the Company in 2010,
without prior regulatory approval, are $163,776.
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SCHEDULE V

CRUM & FORSTER HOLDINGS CORP.
VALUATION AND QUALIFYING ACCOUNTS
(Dollars in thousands)

Charges
Balance at to Costs Charged to Balance at
Beginning of and Other End of
Year Description Year Expenses Accounts Deductions Year
2009 Reserve for uncollectible premiums $ 20,191 (496)! (1,327)? (868)3 $ 17,500
2008 Reserve for uncollectible premiums $ 22,535 — (100)?2 (2,244)3 $ 20,191
2007 Reserve for uncollectible premiums $ 25,331 — (1,000)2 (1,796)3 $ 22,535
2009 Reserve for uncollectible reinsurance $ 55,999 2,0004 — (3,771)5 $ 54,228
2008 Reserve for uncollectible reinsurance $ 50,021 7,7004 — (1,722)5 $ 55,999
2007 Reserve for uncollectible reinsurance $ 42,777 8,0004 — (756)° $ 50,021
2009 Reserve for uncollectible loss deductibles  $ 8,588 8546 — (848)7 $ 8,594
2008 Reserve for uncollectible loss deductibles  $ 12,780 (4,192)6 — — 3 8,588
2007 Reserve for uncollectible loss deductibles  $ 8,811 4,0086 — 39)7$ 12,780
1 Represents decreases to the reserve for uncollectible premiums charged against operating expenses.
2 Represents decreases to the reserve for uncollectible premiums charged against premiums earned.
3 Represents uncollectible premiums written off to the reserve.
4 Represents increases to the reserve for uncollectible reinsurance charged to losses and LAE.
5 Represents uncollectible reinsurance recoverable balances written off to the reserve.
6 Represents increases (decreases) to the reserve for uncollectible loss deductibles charged to losses and LAE.
7 Represents uncollectible loss deductibles written off to the reserve.

125



Exhibit 31.1

CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Douglas M. Libby, certify that:

1. Thave reviewed this annual report on Form 10-K of Crum & Forster Holdings Corp.;

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

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

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

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

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

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

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

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons
performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: February 26, 2010 By: /s/ Douglas M. Libby

Douglas M. Libby
President, Chief Executive Officer and Director



Exhibit 31.2

CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Mary Jane Robertson, certify that:

1. Thave reviewed this annual report on Form 10-K of Crum & Forster Holdings Corp.;

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

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

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

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

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

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

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

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons
performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: February 26, 2010 By: /s/ Mary Jane Robertson

Mary Jane Robertson
Executive Vice President, Chief Financial Officer,
Treasurer and Director



Exhibit 32.1

CERTIFICATION PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the annual report on Form 10-K of Crum & Forster Holdings Corp. (the “Company”) for the year ended
December 31, 2009 (the “Report™) as filed with the Securities and Exchange Commission on the date hereof, I, Douglas M.
Libby, President, Chief Executive Officer and Director of the Company, certify, pursuant to 18 U.S.C. Section 1350, as enacted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

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

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

Dated: February 26, 2010 By: /s/ Douglas M. Libby
Douglas M. Libby
President, Chief Executive Officer and Director

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the
Company and furnished to the Securities and Exchange Commission, or its staff, upon request.



Exhibit 32.2

CERTIFICATION PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the annual report on Form 10-K of Crum & Forster Holdings Corp. (the “Company”) for the year ended
December 31, 2009 (the “Report”) as filed with the Securities and Exchange Commission on the date hereof, I, Mary Jane
Robertson, Executive Vice President, Chief Financial Officer, Treasurer and Director of the Company, certify, pursuant to 18
U.S.C. Section 1350, as enacted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

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

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

Dated: February 26, 2010 By: /s/ Mary Jane Robertson
Mary Jane Robertson
Executive Vice President, Chief Financial Officer,
Treasurer and Director

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the
Company and furnished to the Securities and Exchange Commission, or its staff, upon request.





