


To increase profit and shareholder 
value through our deep commitment to 
excellence and innovation. In so doing, 
we make our company a better place for 
our customers to do business and our 
employees to work, EVERY DAY.

We are committed to teamwork. We are a 
performance-based management company 
and passionate about everything that we do.

mission

values
We conduct our business with an 
uncompromising adherence to ethical behavior. 
We are results-oriented and accept absolute 
responsibility for our decisions and actions.



Building on the roots of our

will ensure our strength in the

past

future.



By following the same basic principles we have 
for the last 80 years, we stand by our Pledge of 
Excellence for our customers and investors.

Pledge of Excellence

Baldwin & Lyons, Inc.
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financial highlights
Year Ended December 31

2009 2008 2007
(dollars in thousands, except per share data)

Operating revenue1  $ 201,833  $ 204,679 $ 203,667

Revenue  232,649  156,930 243,763

Operating income1  24,771 23,324 29,069 

Net income (loss) 44,802  (7,713) 55,131 

Per share data - diluted:
    Operating income $       1.68 $       1.55 $       1.91 
    Net gains (losses) on investments 1.36 (2.06) 1.72 
    Net income (loss) 3.04 (0.51) 3.63 

    Book value 25.31 22.32 24.98 

    Dividends paid to shareholders 1.00 1.00 1.65  

Return on average shareholders’ equity:2 
    Operating income 7.6% 7.1% 8.9%
    Net income (loss) 13.7% -2.4% 16.9%

Combined ratio of insurance subsidiaries (GAAP basis)3 89.0% 93.0% 88.9%

1 Operating revenue and operating income exclude net gains or losses on investments.
2 Average shareholders’ equity excludes unrealized gains or losses on investments.
3 Includes fee income.
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This letter is being written during the second week 
of March, 2010.  Last year, also in the second week 
of March, I composed the letter for that year’s annual 
report. A year can make a lot of difference.  Matters 
looked bleak last year. The U.S. equity markets hit 
their lows on March 9. There were significant doubts 
as to whether our financial system would survive. I 
emphasized in the letter that while we had suffered 
significant loss of value in our invested assets, your 
company remained strong, stable and a secure 
investment.  One year later, investments in general, 
and ours in particular, have recovered most of their 
value prior to last year’s free fall.  And while difficulties 
still face the country’s economic system, it is generally 
believed to be out of “critical care”.  Participating 
in the recovery in asset values while producing a 
very good year for operations and profitability, your 
company is stronger, more stable and has proven to 
be, as we assured you in last year’s letter, a secure and 
good investment.

The year 2009 was an excellent year for the Company.    
While results were dampened a bit by an 18% 
reduction in investment income, caused by very 
low yields on short term investments, underwriting 
profitability more than made up for that shortfall 
and good operating results were reported.  At the 
same time, the general improvement in investment 
valuations in the last three quarters of the year and 
specific wins by some of our portfolio managers gave us 
strong investment gains reported through the income 
statement along with similarly favorable increases in 
the value of investments still held where the increased 
valuations go straight to the balance sheet.  All realized 
and unrealized gains on investments totaled $50 million 
pre-tax for the year.  Book value increased 13.3% from 
$22.32 to $25.31 after shareholders received $1.00 per 
share in dividends during the year.  Added together, 
shareholder return was 17.9% for the year.  I’ll mention 

here that, as you may have noticed, based on the good 
results for the year 2009, the Company is paying a 25 
cent extra dividend in addition to the regular 25 cent 
dividend payment approved by the Board of Directors 
with payment of both completed early in March.   

In discussing the good operating results, to be specially 
noted is that we were successful in increasing both the 
Company’s written and in-force premium in 2009.   
While earned premium was flat for the year, an increase 
in written and in-force premium allows us to expect an 
increase in earned premium for 2010, although some 
of this increased premium will be shared with our 
reinsurance partners.   

The Company’s overall combined ratio was 89%, 
including fee income in the calculation. That ranks 
among the lower, or better, within the industry.   
Operations saw generally good results in all of the lines 
of business we write.  Results were aided by a rather 
benign year for major catastrophe losses which allowed 
our reinsurance assumed writings to report an excellent 
year.  Writing more business and increasing profitably 
in a commercial insurance market that remains soft 
(with prices still generally declining) and with general 
overall economic activity substantially reduced, we 
believe to be a worthwhile accomplishment.   

This year I have asked my colleague Joe DeVito, the 
Company’s President and Chief Operating Officer 
to participate in our annual report to you, for the 
good results the Company enjoyed last year and the 
prospects to which we look forward are a direct result 
of his and his management team’s efforts. His letter 
follows. He will go into greater detail as to why the 
Company’s prospects look good for 2010 and beyond.   
New initiatives have been started. New insurance 
products are already being offered, diversifying the 
Company’s historical operations.   While new initiatives 

to our shareholders...

Your company 
is stronger, more 
stable and has 
proven to be a 
secure and good 
investment.
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and products generally provide some bumps in the 
road, so far only minor bumps have been encountered 
with no major chasms or gullies; nor do we expect any. 
   
It is the nature of the reinsurance portion of our business 
that results will fluctuate depending on the occurrence 
or lack of major catastrophes. The idea is to have a 
sufficient volume of good results to offset the occasional 
bad year. Our record over the past 18 years shows we 
have done that with a most favorable overall profit 
margin.  I will also point out that we have and presently 
maintain a large amount of our assets in short term 
investments that will nearly immediately benefit when 
interest rates and yields increase – which we believe to 
be a “when” rather than an “if” question.   

In summary, your Company enjoyed a very good year 
with excellent operating and investment results. Profit 
was hampered a bit by the low yields available on short 
term investments, but that may well translate to future 
opportunity.  Many of our products were pressured by 
the continuing depressed general economic activity, 
but that too may spell opportunity as business activity 
recovers and insurance premiums automatically increase 
consistent with the upturn in business activity. New 
products and initiatives were begun and in varying 
degrees added to written premium. Written premium 
expanded year over year, and we expect that to continue  
– especially if the general economy cooperates.   

I again thank the Baldwin employees and executive staff.   
Good results don’t just happen, but are a direct result 
of your talents and great efforts. Once again, on behalf 
of approximately 300 Baldwin & Lyons employees I 
express gratitude for the support shown by our Board 
of Directors and shareholders and pledge that we will 
continue to strive not to disappoint.   
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Gary W. Miller
Chairman & CEO
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Corporate Citizenship
As a company with deep roots in the Indianapolis corporate community, Baldwin & Lyons has always felt the 
responsibility to be a good corporate citizen.   Each year the need seems greater as families and individuals struggle 
with the difficult circumstances that life has dealt them.  As a company we are continually branching out to help 
meet those needs.

Employees contribute many personal volunteer hours in support of needs in their local community. Employees 
also volunteer as a company team to help the greater Indianapolis community.  Our 2009 focus was on employees 
volunteering their lunch hour to deliver meals to the elderly and individuals with limited mobility through the 
Indianapolis chapter of Meals on Wheels.

In addition to employee participation, the Company made corporate contributions to as many as 20 different 
events or organizations to support a broad spectrum of needs in the community.  Much of our focus in giving has 
been to the needs of children and families, community services and research to defeat diseases that have directly 
impacted employees or their families.  

branching out

Baldwin & Lyons 
has always felt 

the responsibility 
to be a good 

corporate citizen.  

baldwinandlyons.com

Some of the organizations supported include:

Children & Families:
• Riley Hospital for Children 
• St. Vincent Newborn Intensive Care Unit 
• Dads, Inc.  
• Indiana Children’s Wish Fund 
• School and safety programs sponsored by the 

police and sheriff departments
• Children’s Bureau, Inc.

Community Services:
• United Way of Central Indiana
• Habitat for Humanity of Greater Indianapolis
• Meals on Wheels of Indianapolis, Inc.

Medical Research:
• American Heart Association
• American Diabetes Association 
• Juvenile Diabetes Research Foundation 
• Susan G.  Komen for the Cure of  

Indianapolis and Race for the Cure walk

Children & Families

Community 
Services

Medical Research

54%30%

16%

charitable giving 2009

54%
30%
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Baldwin & Lyons, Inc. (B&L), an Indiana corporation 
since 1930, has long specialized in providing property 
and casualty insurance products for companies in the 
transportation industry and is a recognized leader in 
this market.  Through its agency operations, B&L 
offers brokerage and other specialized insurance-
related services, including, but not limited to, claims 
handling and DOT compliance loss prevention 
programs. Specialty markets are served by the 
Company’s insurance company subsidiaries.   

Protective Insurance Company, with licenses in all 50 
states and all Canadian provinces, provides coverage for 
large trucking fleets which retain substantial amounts 
of self-insurance as well as for medium-sized trucking 
companies on a first dollar or small deductible basis.    
Protective also offers a public transportation insurance 
program which provides comprehensive coverage for 
charter and tour bus companies, school bus contractors 
and limousine services.  These transportation products 
are marketed by the Baldwin & Lyons agency 
organization directly to transportation clients as well 
as through broker and agent intermediaries.   

Protective also accepts reinsurance risks from insurance 
companies and retrocession risks from reinsurance 
companies, principally reinsuring against catastrophic 
events including hurricane, windstorm, earthquake 
and tornado-hail losses.

Protective Re writes assumed reinsurance business on 
behalf of Protective Insurance Company.  Protective 
Re’s focus is on the professional liability treaty market.   
All lines of non-medical and medical professional 
liability treaty business are entertained through 
reinsurance intermediaries nationwide, with a primary 
focus on small to mid-size regional companies and the 

specialized, niche professional liability underwriting 
operations of larger companies.   

Protective Specialty Insurance Company created 
its professional liability division in 2009, joining the 
group’s portfolio of nationwide products by offering 
miscellaneous professional liability (MPL) coverages.   
This program is designed to offer errors and 
omissions liability insurance for insureds that provide 
professional services to the domestic economy and is 
distributed exclusively through wholesalers.

Sagamore Insurance Company, which is licensed 
in 47 states, markets private passenger automobile 
insurance products to individuals and commercial 
automobile coverage to small trucking fleets and 
artisan contractors.   All of these products are marketed 
through independent insurance agents.

B&L Brokerage Services, Inc. offers safety and 
loss prevention services, claims management and 
specialized coverages designed to fit the needs of 
transportation clients. B&L Brokerage consultants 
have industry experience necessary to understand 
clients’ risk management needs and add value to their 
insurance programs.

A subsidiary is also maintained in Bermuda to provide 
captive insurance company benefits to transportation 
insureds.

Baldwin & Lyons, Inc.

our roots

Baldwin & Lyons has specialized 
in providing property and 
casualty insurance products for 
companies in the transportation 
industry since 1930.
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We continue to make the right 
decisions to maintain our profitability  
and financial strength.  Our history 
is not just a testament to how far we 
have come, but to how far we can go.

Our Future

baldwinandlyons.com

When Harry Baldwin founded the original H.C. Baldwin Agency in 1930, he probably never imagined 
that we would offer the diverse array of products and services we do today.  Most know us for the original 
business the Baldwin Agency specialized in – brokering and underwriting insurance for the trucking 
industry.  Not many are aware that we have spent the past 20 years carefully adding new dimensions to 
our core business with products that leverage our ability to produce an underwriting profit.

We have spent 
the past 20 years 
carefully adding 

new dimensions to 
our core business.

a growing business

nurtured by our roots
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It is with great pride that I provide some commentary 
relating to the most profitable underwriting year 
in our company’s almost eighty year history.  I am 
very grateful to our management team and all of the 
employees for their efforts, which led to the great 
results in 2009.   In addition we have focused a great 
deal of our energy on setting the foundation for 
continued success in the years to come.  This year’s 
achievement is extremely rewarding, coming in a 
continuing very soft insurance marketplace and in the 
midst of a severe economic downturn.  

For the recently completed year, on a consolidated 
basis, direct and assumed premium written increased 
13% over 2008, from $222 million to $250 million.  The 
combined ratio was 89.0%, compared to the 93.0% for 
2008.

Taking a closer look at each segment, the property and 
casualty direct written premium increased from $183 
million in 2008 to $209 million in 2009, a 14% increase.  
This was primarily attributable to the strength of new 
initiatives in fleet transportation, development of our 
Florida BOP and commercial property business and a 
6 million dollar, almost 30%, gain in personal auto.  For 
the year, the loss ratio was 59%, compared to a 63% in 
2008.  The impact of prior year reserve development 
on the property & casualty segment results for 2009 
was slightly less than that developed in 2008, with 
current year losses being more than 5 points better 
than 2008, resulting in the net 4 point decline in loss 
ratio for this segment.  

Our property reinsurance direct premium written was 
up almost $2 million for the year and premium earned 
increased by over $5 million.   The combined ratio was a 
significant improvement over the prior year, declining 
from 81% to 70%.  The more favorable results reflect 
the volatility inherent in this book of business, as 2008 
included losses from Hurricane Ike and a number of 

spring storms throughout the United States.  On the 
other hand, 2009 was essentially a catastrophe free and 
overall benign loss year, producing over $12 million 
in underwriting profit on $40 million in premium.  
We have underwritten this business for almost two 
decades now and, as premium rates in this market 
strengthened in recent years, we have expanded our 
presence.  Since inception, our property reinsurance 
programs have produced a combined ratio of 82%, 
including losses associated with the World Trade 
Center; excluding World Trade losses, the combined 
ratio is 73%.

Our new professional liability products are up and 
running, with everything proceeding according to 
plan. During the second half of 2009 we launched two 
new programs in this space.  One, which focuses on 
miscellaneous professional liability, is written on a 
primary basis, with the risk taken by our new E&S 
Company, Protective Specialty Insurance Company.  
The second initiative is an assumed reinsurance 
program for carefully selected classes of professional 
liability coverages.   This product, sold under the brand 
Protective Re and insured by Protective Insurance 
Company, is being marketed to small and medium 
sized specialty insurers in addition to specialty 
divisions of regional carriers.    

During 2009, we operated in an environment with 
investment income accounting for a shrinking share of 
our profits.  In such a marketplace, it was absolutely 
necessary that we rigidly adhere to our historical focus 
on underwriting discipline.  As the results show, we 
did so.

Regarding property/casualty markets, we share the 
prevailing view that the downward trend in personal 
auto frequency appears to be over.  As most of our 
rating is extremely mileage sensitive, we believe that 
miles driven are increasing and, therefore, frequency 

cultivating our future
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A letter from our President & COO, Joe DeVito

It is with great pride that I 
provide some commentary 
relating to the most 
profitable underwriting year 
in our company’s almost 
eighty year history.
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is on the rise.  Our internal statistics validate that perspective. We also believe 
overall loss costs are increasing. However, as a result, we see the trend of single 
digit premium increases in this line continuing and perhaps even accelerating 
as combined ratios begin to climb.

In fleet transportation, we continue to benefit from the financial stability of 
our core accounts, as demonstrated by revenue decreases of only 4.3% year 
over year, for those reporting and paying premium on that basis.  In addition 
these accounts invest in technology, retain the best drivers and continue to 
improve their loss prevention activities. Mileage in this line has bottomed as 
well and market conditions remain soft.

The revenue increases that we have generated in recent years in our property 
reinsurance segment have diminished as we approach our strategic limit levels.   
We anticipate a flat or slightly declining rate environment in this segment 
and, therefore, a reduction in recent growth levels, as attractive opportunities 
become more difficult to find.

Our entry into the professional liability space is not one based upon an overly 
optimistic view of the current pricing environment in that sector.  Rather, it is 
our modest premium goals, confidence in the newly hired product management 
team, (with the top three individuals bringing over 70 years of experience) 
and our specialty focus on miscellaneous professional liability, that we believe 
will allow us to achieve our short-term goals and position the Company for 
additional opportunities as market conditions allow.

I remind you that our strategic plan initiatives, focusing on expanding our 
line of core specialty offerings, continue to be successful. Long-term followers 
of our company can surely remember a time, not too long ago, that as the 
trucking liability insurance market went, so went Baldwin. Today, with 
multiple offerings of specialty products, we have built much of the foundation 
to achieve our objective to manage through cycles rather than around them.

As we look ahead, we truly do believe that following the same guiding principles 
that have been the cornerstone of the Company’s success in the past will 
ensure our strength in the future.  However, we must change with the times.  
As stated in our Mission Statement, we strive to increase shareholder value 
through our commitment to excellence and innovation. Our three year plan 
to restructure our management and become a completely vertical organization 
is complete.  This structure provides us with the flexibility to respond much 
more quickly to market opportunities than our previous, product–based 
approach to management.  

Eighty years ago, in 1930, when Harry Baldwin founded the original H.C. 
Baldwin Agency, he never would have imagined that we could offer the 
diverse array of specialty products and services that we do today. The 
insurance business has changed significantly during that time period and we 
have changed along with it.  Today, we offer more than a dozen different 
specialty products and services and operate two insurance brokerage firms and 
four insurance companies.  

We continue to build and cultivate our future without compromising our goals 
of underwriting profitability and growth in book value, always supported by 
our commitments to ethical behavior and performance-based management.  
Perhaps the best way to predict our future is to look at our past.  Profit, stability 
and consistency have been what Baldwin & Lyons has delivered in the past.  
This is also what we will strive to produce in the years ahead.

We continue to build and 

cultivate 
our future without  

compromising our goals of 

underwriting 

profitability
andgrowth 

in book value, always  

supported by our

commitments to ethical 

behavior and performance-

based management.

Joseph J. DeVito
President & COO
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Our staff consists of insurance specialists with 
the experience and knowledge to provide results.  

As a business partner, we put this expertise to 
work for you by helping to control and prevent 
losses, providing broad coverage and settling 
claims for less.  

Trust Our Expertise

13

baldwinandlyons.com

strength     numbersin



Baldwin & Lyons, Inc.

officers
Gary W. Miller
Chairman & CEO

Joseph J. DeVito
President & COO

G. Patrick Corydon
Executive Vice President & CFO

Mark L. Bonini
Vice President (Sales & Marketing)

James D. Isham
Vice President (Administration)

Jennie L. LaReau
Vice President (Underwriting)

John E. Mitchell
Vice President (Reinsurance & 
Actuarial Services)

Craig C. Morfas
Vice President (Claims)
General Counsel & Secretary

Walter D. Osborne
Treasurer

headquarters

Corporate Headquarters
1099 N. Meridian Street
Indianapolis, Indiana 46204
Voice (317) 636-9800
Fax (317) 632-9444
www.baldwinandlyons.com

Subsidiaries
Protective Insurance Company
www.protectiveinsurance.com

Sagamore Insurance Company
www.sagamoreinsurance.com

Protective Specialty Insurance 
Company
www.protectivespecialty.com

Protective Re 
www.protectivere.com

B&L Brokerage Services, Inc. 
www.blbrokerage.com

B&L Insurance, Ltd.
Hamilton, Bermuda
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directors
Stuart D. Bilton

Chairman & CEO
Aston Asset Management LLC

Chicago, Illinois

Joseph J. DeVito
President & COO

Baldwin & Lyons, Inc.

Otto N. Frenzel IV
Chairman

Kauffman Engineering, Inc.
Indianapolis, Indiana

Gary W. Miller
Chairman & CEO

Baldwin & Lyons, Inc.

John M. O’Mara
Business Consultant & 

Private Investor
Greenwich, Connecticut

Thomas H. Patrick
Principal & Co-owner

New Vernon Capital LLC
Chicago, Illinois

John A. Pigott
Vice Chairman (retired)

Anixter, Inc.
Winnetka, Illinois

Kenneth D. Sacks
Chairman &  

Managing Principal 
JMB Insurance Agency, Inc.

Chicago, Illinois

Nathan Shapiro
President (retired)

S F Investments, Inc.
Chicago, Illinois

Norton Shapiro
Personal Investments

Chicago, Illinois

Robert Shapiro
President & CEO
Emlin Cosmetics
Chicago, Illinois

Steven A. Shapiro
Vice President

S F Investments, Inc.
Chicago, Illinois

John D. Weil
President

Clayton Management Co.
St. Louis, Missouri
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Availability of Form 10-K
The Company’s 2009 annual report 
filed with the Securities and Exchange 
Commission on Form 10-K and the 
Company’s Code of Conduct will  
be sent to shareholders without  
charge upon written request to the 
Investor Contact at the corporate  
address. These documents, along with 
all other filings with the Securities and 
Exchange Commission, are available 
for review, download or printing from 
the Company’s web site.

Notice of Annual Meeting
10:00 a.m.  May 4, 2010
Landmark Center
Lower Level
1099 N. Meridian Street
Indianapolis, Indiana 46204

Transfer Agent and Registrar
Computershare, Inc.
Cleveland, Ohio

Investor Contact
G. Patrick Corydon
corydon@baldwinandlyons.com
Fax (317) 715-9610

Common Stock Structure
The Class A and Class B 
common shares have identical rights 
and privileges except that Class B 
shares have no voting rights other 
than on matters for which Indiana law 
requires class voting.

Dividends
Cash dividends have been paid  
quarterly since 1974. The two classes 
of common stock have identical  
dividend rights. The current regular 
quarterly dividend rate is $.25  
per share.

Independent Auditors
Ernst & Young LLP
Indianapolis, Indiana






