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OVERVIEW:  
SAFC is selling its Life & Investments business to an investor group led by White Mountains 
Insurance Group and Berkshire Hathaway Inc. The co. has agreed to sell Talbot Financial 
Services, its insurance brokerage operation, to a management team that is financed by Hub 
International, another broker. 
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P R E S E N T A T I O N  
 
 

Operator  

 
 Good day everyone and welcome to the Safeco announcement 
conference call. Just a reminder that today's conference is being 
recorded. We ask that during the question-and-answer period, you 
limit yourself to one question and one follow-up question. At this 
time for opening remarks and introduction, I would like to turn the 
conference over to the Vice President of Finance, Mr. Neal Fuller. 
Please go ahead sir. 
 

 Neal Fuller  - Safeco Corporation - Vice President of Finance  

 
 Good afternoon everyone and welcome to Safeco's call on the sale 
of its Life & Investments operations. This call is being recorded 
and is being broadcast live on our website. The recording will be 
available on our website as an audio replay later in the week, and a 
transcript will be posted to the site as well. With us this afternoon 
is Mike McGavick, President and CEO, and Christine Mead, 
Safeco's Chief Financial Officer. We'll spend a few minutes 
discussing our announcement today in more detail and then open 
up the meeting for your questions. We expect the call to last 
approximately half an hour. During the call today, forward-looking 
information including our plans, projections, objectives, and future 
operations may be discussed. Actual results may differ materially 
from the forward-looking statements we make today during the 
call. For discussion of the risk factors that may cause our results to 
vary, please refer to the press release or the 8-K filing made today. 
We also may discuss various non-GAAP measures today during 
the call and please refer to our press release, our financial 
supplements, and our SEC filings for the most directly comparable 
GAAP measure together with our reconciliation between the two. 
With that, let me turn it over to Mike McGavick, Mike? 
 

 Mike McGavick  - Safeco Corporation - Chairman, President 
and Chief Executive Officer  

 
 Good afternoon. We're very pleased to be able to be on this call 
and announce that we have reached a definitive agreement to sell 
our Life & Investments company. It's a very exciting day for us 
here at Safeco and I very much appreciate that it's late in the day 
for many of you on the East Coast and the short notice that this 
kind of process required, so we appreciate you joining us. It's 
exciting for us here at Safeco because of the opportunity each for 
our Property & Casualty go-forward Safeco Company, and for the 
White Mountains, Berkshire-backed Life & Investments company. 
And we think the prospects for each are really exciting and that's 
what's got us all pumped up. We are able to focus our energy here 
at Safeco on our Property & Casualty businesses. As you know and 
as we have been sharing with you, the business model that we've 
developed centered around a common business platform selling 



FINAL TRANSCRIPT 
SAFC - Safeco Announcement 

 

CCBN StreetEvents streetevents@ccbn.com 617.603.7900 www.streetevents.com 3  

© 2004 CCBN.com, Inc. Republished with permission. No part of this publication may be reproduced or transmitted in any form or by any means without the prior 
written consent of CCBN.com, Inc. 

mainly auto, home, and small commercial insurance is a very 
powerful business model that aligns in a very significant way with 
our distribution force. 
 
We have found that everything we invest both in terms of money 
and energy and focus is greatly returned by virtue of the 
effectiveness of this model. It's why our profitability has gotten 
stronger, it's why our growth is strong, and it's why we have an 
opportunity to be one of the truly great performers in the Property 
& Casualty sector. Similarly, you know that we came to a 
conclusion some five-and-a-half months ago, to announce to the 
public that we would sell our Life & Investments operations. We 
came to that conclusion for several reasons as we discussed at the 
time. We believe that the earnings opportunity for our Life & 
Investments operations was considerably beneath that of the 
earnings opportunity of our Property & Casualty operations. We 
could see by examining other Life & Investment operations that 
they had for some reason performed better than us through the 
cycle of Life & Investments' performance than Safeco had. And we 
could see that the focus that was diverted by being in both 
businesses was ultimately detrimental to what we saw as our best 
opportunity in the Property & Casualty space. So, we made the 
conclusion that another owner could do better with Life & 
Investments, and that we could do best by focusing all of our 
energy on Property & Casualty business. 
 
So today, we are announcing that we are selling to an investor 
group led by White Mountains and Berkshire Hathaway. This is 
the first part of what's really a two-part announcement. We also 
will talk in a moment about Talbot Financial. This transaction, 
which is subject to regulatory approval, includes all of our life 
insurance companies and our asset management companies, with 
the exception only being a very small trust company that we also 
are working on. The blocks of business being sold here are 
reported in our financials as Life & Investments. The operations 
include structured settlements, bank-owned life insurance, group 
excess medical stop loss, our traditional life and annuities business, 
and our asset management operations. The total amount of 
proceeds for these businesses is $1.35b with an additional 
adjustment of proceeds based on statutory capital at June 30, 2004. 
We expect this currently and I emphasize currently, to generate an 
additional $25m in proceeds at closing. 
 
The second transaction today is the announcement that we have 
agreed to sell Talbot Financial Services, our insurance brokerage 
operation to a management team, and that's financed by Hub 
International, another broker, for total cash proceeds of $90m and 
assumptions of debt. This operation, based in Albuquerque, New 
Mexico, sells insurance to multiple agencies across the country. 
Obviously, I'm referring to Talbot there, not to Hub. 
 
These announcements are the combination of a rigorous process to 
sell the life company. We spent considerable time answering 
multiple inquiries from interested parties, literally dozens of 
parties, and facilitating the extensive due diligence. We looked at 

multiple scenarios for disposition of the business including 
separation of the component parts and compounding parts as well 
as sale of the whole in one transaction. In doing so in the end, we 
determined the transaction we are announcing today represents the 
best value for our shareholders as well as for our distributors, 
customers, and our employees who by virtue of it being a 
greenfield entrant into the sphere have the best chance under this 
ownership. Let me now turn it over to Chris Mead, our CFO, 
who'll provide you with some more details on the announcements 
today. 
 

 Christine Mead  - Safeco Corporation - Senior Vice President 
and Chief Financial Officer  

 
 Thanks Mike. Good afternoon everyone. In the primary 
transaction that we announced today, we are selling our Life & 
Investments operation to an investment group led by Berkshire 
Hathaway and White Mountains for total proceeds of $1.35b. As 
Mike indicated, this amount may increase or decrease depending 
on the statutory capital of the life companies at June 30, 2004. We 
estimate that up to an additional $25m could be generated at 
closing based on our current projections. The transactions are 
subject to receive the regulatory approval particularly those in the 
life company's states of domicile, which include Washington, 
Indiana, and New York. We expect the transactions to close before 
the end of the third quarter. Safeco has agreed to provide certain 
transition services for the new company for up to 12 months. These 
include IT facilities, management, investment accounting, and 
other services. The agreement includes use of the Safeco name for 
up to 12 months also. 
 
And the second transaction was selling Talbot Financial Services 
to a management led group for $90m with financing provided by 
Hub International. The closing date for this transaction is expected 
to be immediately after the L&I sale. Both transactions are for 
cash.  The total proceeds are $1.44b or 81% of the ex-FAS 115 
book value of $1.77b of the life company at December 31, 2003. 
We also anticipate some current cash tax benefits.  
 
So what does this do to the book value of the company? Let's start 
from the total book value of Safeco at December 31, 2003, which 
was $36.24 per share. Now keep in mind, you need to subtract as 
the FAS 115 unrealized gains on the bonds of the life company. 
That totaled $830m; that's an after-tax number, or $5.99 a share. 
This unrealized gain is essentially unwound at closing. 
 
Next, you want to compare the proceeds of $1.44b. So, we enter 
the book value, ex-FAS 115, of $1.77b. This gives you a pretax 
loss on sale of about $330m. Our after-tax loss is expected to be 
about $200m. That equates to approximately $1.50 per share. So, if 
you take those two components together, the $5.99 and the $1.50, 
our pro forma book value per share after the transaction is 
estimated to be approximately $7.50 per share lower than at year-
end or $28.75 per share. Now, that's before the potential additional 
proceeds based on the June 30 statutory value that we just 
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mentioned, before cash tax benefit, before closing costs and other 
sale related items. Analysts of course will want to take the L&I 
operations out of the quarterly and annual estimates for 2004 based 
on this announcement because the L&I operations will now be 
considered a discontinued operation. We'll report accordingly at 
March 31 for our financials. So, from this point forward, Life & 
Investments will be treated as a discontinued operation. We will 
provide more information about our use of proceeds when the 
transaction closes, but our intent has not changed. First we will 
repay debt to bring the leverage ratios of the company in line with 
where they were before we announced the transaction. Next, we'll 
assess any need for retention of a small amount to fund future 
growth, and we will return the remaining capital to shareholders in 
the form of a special dividend, a stock repurchase program, or a 
combination of the two. And with that let me turn it back to Mike. 
 

 Mike McGavick  - Safeco Corporation - Chairman, President 
and Chief Executive Officer  

 
 Thanks Chris, just a couple of last comments. 
 
Our focus is to become one of the top performing P&C companies 
by any measure, which brought us to this juncture. Now, the sale 
of the life company is difficult in many ways because we part with 
an operation that's been part of Safeco for many years, and many 
many friends who work in that operation as colleagues today. But 
the strategic focus on P&C, we believe, will ultimately benefit our 
shareholders, distributors, and all of our employees for the long 
term. Our focused company's delivery of superior returns are 
preferred by investors and that's our objective is to be one of those 
preferred companies.  
 
With that we would like to open it up to any questions that you 
may have. 

Q U E S T I O N  A N D  A N S W E R  
 
 

Operator  

 
 Thank you sir. We will now clear the question queue and 
assemble a new roster. If you do have a question, please press star 
one at this time. We'll take as many questions as time permits and 
will proceed in the order that you do signal us. Again, any 
questions, please press star one and we'll pause for just a moment 
to assemble the roster. And again if you do have any question 
today, please press star one at this time. 
 
Now we'll take our first question today from Charles Gates with 
Credit Suisse First Boston. 
 

 Charles Gates  - Credit Suisse First Boston - Analyst  

 
 Hi good afternoon. 
 

 Mike McGavick  - Safeco Corporation - Chairman, President 
and Chief Executive Officer  

 
 Hi Charlie. 
 

 Charles Gates  - Credit Suisse First Boston - Analyst  

 
 I guess I get one question and a follow-up. My question, is there 
any book value specific to the Talbot Financial transaction? 
 

 Mike McGavick  - Safeco Corporation - Chairman, President 
and Chief Executive Officer  

 
 Yes, it's embedded in the $1.77b reference. 
 

 Charles Gates  - Credit Suisse First Boston - Analyst  

 
 But, you haven't broken out what that book value is? 
 

 Mike McGavick  - Safeco Corporation - Chairman, President 
and Chief Executive Officer  

 
 No. 
 

 Charles Gates  - Credit Suisse First Boston - Analyst  

 
 Okay, that was my first question. My second question, I believe 
Chris said that there were -- and this is my follow-up question, I 
believe Chris said that there were three possible uses of the 
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proceeds, special dividend, stock repurchase, or debt retirement. Is 
there any way that you handicap any of those at this point? 
 

 Christine Mead  - Safeco Corporation - Senior Vice President 
and Chief Financial Officer  

 
 Let me take those piece by piece. First and foremost, we will bring 
our debt levels back, so that our ratios are in line with where they 
were prior to the announcement of the intent to sell. So that's the 
first action. 
 

 Mike McGavick  - Safeco Corporation - Chairman, President 
and Chief Executive Officer  

 
 So as a handicap Charlie, that's a 100% certainty. 
 

 Charles Gates  - Credit Suisse First Boston - Analyst  

 
 How much would that be roughly? 
 

 Christine Mead  - Safeco Corporation - Senior Vice President 
and Chief Financial Officer  

 
 I guess I would refer you to the supplement that's going to give 
you plenty of information on our debt-to-capital ratios. 
 

 Charles Gates  - Credit Suisse First Boston - Analyst  

 
 Okay, thank you. 
 

 Christine Mead  - Safeco Corporation - Senior Vice President 
and Chief Financial Officer  

 
 Yes, and then the second step would be to assess whether we 
would retain any small amount relative to the flexibility or capital 
growth support for our P&C business, and then the balance would 
be a return to shareholders. So, the vast majority of the balance 
goes back to the shareholders. So, there is where the handicapping 
comes in between a dividend, a special dividend or a stock 
repurchase. 
 

 Charles Gates  - Credit Suisse First Boston - Analyst  

 
 Thank you. 
 

 Christine Mead  - Safeco Corporation - Senior Vice President 
and Chief Financial Officer  

 
 You're welcome. 
 

Operator  

 
 And we go next to John Keefe with Ferris, Baker Watts. 
 

 John Keefe  - Ferris, Baker Watts - Analyst  

 
 Yes, I've got two questions. First, can you provide any details 
concerning Hub's financing of Talbot Financial, and my second 
question is, can you tell us if you have or what your bias may be 
towards share repurchase as opposed to a special dividend? 
 

 Mike McGavick  - Safeco Corporation - Chairman, President 
and Chief Executive Officer  

 
 With respect to the first, I'm afraid I can't. I know that we have 
been over their capacity to pay, but I can't tell you any of the 
particulars on that. Frankly, I was more focused on the financing of 
the other transaction myself. With respect to the -- so we can get 
information to you, but the best people to ask is Hub, directly.  
 
With respect to the second piece in terms of kind of how we're 
valuating the alternatives. There are good arguments to be made on 
each side. I've been asked this by analysts before and there's a nice 
cleanliness to a simple return of the capital to dividend, that's kind 
of certain straight forwardness that we decided that we couldn't get 
great returns for our shareholders in this business and we decided 
to put the money back. On the other hand of course, share 
repurchase allows people to choose how they'll take their benefit 
and that also gives a flexibility to our investors and that is 
attractive to some. So, we really see reasons for both and have not 
yet decided and will not decide until we actually receive proceeds 
and have to deal with it. So, you can look forward to our future 
announcements, but those are some of the things we're thinking 
about as we go forward. 
 

 John Keefe  - Ferris, Baker Watts - Analyst  

 
 Okay, very good thank you. 
 

Mike McGavick  - Safeco Corporation - Chairman, President 
and Chief Executive Officer  

 
 You bet. 
 

Operator  

 
 And we go next to Alison Jacobowitz with Merrill Lynch. 
 

 Alison Jacobowitz  - Merrill Lynch - Analyst  
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Actually,  I was reading the press release and I just thought it was a 
curious statement, so I was wondering the comment about you 
guys repurchasing a limited amount of your common stock under 
the existing repurchase program. I was just wondering -- why that 
was put in there? What we're supposed to read into it? Why 
repurchase now, if you're going to do potentially more later? That 
kind of thing. 
 

 Mike McGavick  - Safeco Corporation - Chairman, President 
and Chief Executive Officer  

 
 I think there is nothing to read into it at all. If you have a current 
authorization that still has shares available to be purchased under 
that authorization, we do have the capital flexibility to make such 
purchases and in managing any such program one would always be 
opportunistic as to what would be in the interest of our 
shareholders' use of cash. So we just wanted to make sure that no 
one had forgotten that, in case we did any of that in the near future 
and people took it as odd. We just thought it was worth reiterating 
because we are pretty deep believers in being clear about what 
we're doing. 
 

 Alison Jacobowitz  - Merrill Lynch - Analyst  

 
 Okay, thank you. 
 

Operator  

 
 And we go next to Chris Winans with Lehman Brothers. 
 

 Chris Winans  - Lehman Brothers - Analyst  

 
 Hi, just one quick question or actually two let's say. How much 
debt is associated with the Talbot -- the debt that Hub is assuming 
with Talbot? 
 

 Christine Mead  - Safeco Corporation - Senior Vice President 
and Chief Financial Officer  

 
 $19m. 
 

 Chris Winans  - Lehman Brothers - Analyst  

 
 Okay, and would you mind terribly walking through, Chris 
walking through what you went to starting off, okay here's a sale 
price $1.44b versus $1.77b of excess 115 book value. It was listed 
as $1.74b, excess 115 and the way it amounts in the press release. I 
just want to go through that again. 
 

 Christine Mead  - Safeco Corporation - Senior Vice President 
and Chief Financial Officer  

 
 Okay. The $1.77b is the total related to everything that we're 
talking about today. That compares to proceeds of $1.44b. So that 
is what translates into the pre-tax loss of about $330m and after-tax 
loss is about $200m. And so, relative to 138.6m shares that is per 
share amounts I gave earlier are computed. 
 

 Chris Winans  - Lehman Brothers - Analyst  

 
 Okay, great. And -- I think that's it. I appreciate it. 
 

 Christine Mead  - Safeco Corporation - Senior Vice President 
and Chief Financial Officer  

 
 You're welcome. 
 

Operator  

 
 And we'll move next to Adam Klauber with Cochran, Caronia. 
 

 Adam Klauber  - Cochran, Caronia, and Co. - Analyst  

 
 Thank you. Could you give us an idea of what type of GAAP 
premium-to-equity you'd like to be running at the end of 2004, just 
a range? 
 

 Mike McGavick  - Safeco Corporation - Chairman, President 
and Chief Executive Officer  

 
 Is that a premium-to-surplus Adam that you mean? 
 

 Adam Klauber  - Cochran, Caronia, and Co. - Analyst  

 
 Yes. 
 

 Mike McGavick  - Safeco Corporation - Chairman, President 
and Chief Executive Officer  

 
 On the P&C side? 
 

 Adam Klauber  - Cochran, Caronia, and Co. - Analyst  

 
 Right. 
 

 Mike McGavick  - Safeco Corporation - Chairman, President 
and Chief Executive Officer  

 
 We've said that we'd like to run the business somewhere between 
1.7 or a little above 2.0. It depends on the mix of business that is in 
effect then as we have become more oriented towards -- I'm sorry 
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that's a statutory number as you probably know, but we become 
more able to run that leverage a little higher as we emphasize the 
shorter tail lines and so it will depend on the mix of business as it 
adjusts over time. But that's kind of the range we've been talking 
about. 
 

 Adam Klauber  - Cochran, Caronia, and Co. - Analyst 

 
 Yes. 
 

Operator  

 
 And we'll move next to Brian Meredith with Banc of America 
Securities. 
 

 Brian Meredith  - Banc of America Securities - Analyst  

 
 Yes. Most of them have been answered, but just one clarification 
Chris. When you say capital, they are that the capital ratios before 
the announcement, you're referring to kind of your third quarter '03 
debt-to-capital ratios? 
 

 Christine Mead  - Safeco Corporation - Senior Vice President 
and Chief Financial Officer  

 
 Yes, that's a good reference point. 
 

 Brian Meredith  - Banc of America Securities - Analyst  

 
 Okay, great. Thank you. 
 

Operator  

 
 Moving now, we'll go next to Vinay Saqi with Morgan Stanley. 
 

 Vinay Saqi  - Morgan Stanley - Analyst  

 
 Good afternoon. Just two quick questions. One, you mentioned 
cash tax benefits, is there any way you can quantify what those 
might be or give us some sense of direction? Second is on just 
debt-to-capital again, I assume you mean ex-FAS 115 or do you 
include 115 in there? 
 

 Christine Mead  - Safeco Corporation - Senior Vice President 
and Chief Financial Officer  

 
 Yes, ex-FAS 115 will be the way to look at it. The taxes are 
relatively complicated as you can imagine, so at this point I 
hesitate to give you an estimate on that cash tax number. 
 

 Vinay Saqi  - Morgan Stanley - Analyst  

 
 Okay. And then just this one last follow-up. In terms of the loss, 
my assumption is that the loss of $200m after-tax is locked in 
irrelevant of what’s happening here? 
 

 Mike McGavick  - Safeco Corporation - Chairman, President 
and Chief Executive Officer  

 
 Could you repeat the last part of that question, Vinay? 
 

 Vinay Saqi  - Morgan Stanley - Analyst  

 
 Is the loss of $200m locked in over the course of the next nine 
months depending on when this thing closes? 
 

 Christine Mead  - Safeco Corporation - Senior Vice President 
and Chief Financial Officer  

 
 It's subject to a true-up if you like, or that when we talked about 
the June 30, 2004 statutory value, it's $1.350b plus any incremental 
statutory value generated at June 30, relative to the way it's 
formulated in the contract. 
 

 Vinay Saqi  - Morgan Stanley - Analyst  

 
 Okay. And you mentioned about $25m additional value? 
 

 Christine Mead  - Safeco Corporation - Senior Vice President 
and Chief Financial Officer  

 
 That's correct. 
 

 Vinay Saqi  - Morgan Stanley - Analyst  

 
 Okay, great. Thank you very much. 
 

 Mike McGavick  - Safeco Corporation - Chairman, President 
and Chief Executive Officer  

 
 Yes, that's our estimate at this time. 
 

 Vinay Saqi  - Morgan Stanley - Analyst  

 
 Great. 
 

Operator  

 
 And next from Raymond James, we hear from Greg Peters. 
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 Greg Peters  - Raymond James - Analyst  

 
 Good afternoon. I thought I'd ask a little bit different question on 
in the context of when you guys made this announcement, which 
came on the heels of some very strong results in this segment, I'm 
wondering if you've had any second thoughts on it considering that 
with the sale now, the business is going to come in and generate 
$200m loss? Or if not, I'm wondering why the market value of this 
segment was $200m less than what was reported on your balance 
sheet? Is there something inherently wrong with the business that 
you had or perhaps you can provide some color there? 
 

 Mike McGavick  - Safeco Corporation - Chairman, President 
and Chief Executive Officer  

 
 Sure. With respect to the idea of regrets, no. Not at all. We are 
very pleased to be complete on this transaction to enable the 
company to focus on its excellence. I would just point out once 
again that the P&C operation has been delivering mid-teens ROEs 
and the life business has been generating less than 10. And that's 
the most important evaluation we had was that, that was unlikely to 
change.  
 
In fact, if anything, we thought we could do a little better over time 
on P&C and that the life segment as we've been reporting to you 
for a year was likely to fiall a bit. So, that just didn't seem like a 
very attractive use of our shareholders’ capital. 
 
 In terms of the market highs, again you're right to emphasize this 
is a market price. We did a very thorough and public job of 
offering these businesses for sale and this was the net effect of that 
process. And while the way in which one calculates a GAAP book 
value differs from the way a person calculates what they'll pay for 
something including that they're calculating what the future 
earnings looks like and a number of other things, I think that gives 
you a headstart on how to think about this price. I would add one 
other thing. One of the reasons we went through such a public 
process is we knew we were selling a complex book of business. 
This is not a traditional Life & Investments book of business by 
any stretch of the imagination. Consider that fully, just about a 
third, a little more than the third of the books of business here are 
structured settlements and bank-owned life insurance blocks and 
those are not a standard fare and we knew that we needed to create 
a public process in order to identify the best buyer with kind of an 
unusual book of business to sell. And we knew that those particular 
books were going to be complex-to-sell books in terms of 
identifying a buyer and in terms of price. So, I think when you step 
out knowing what we knew all about,  as we launched the effort, 
you would find yourself not being surprised to be on this 
conference call if you were me. 
 

 Greg Peters  - Raymond James - Analyst  

 
 Mike, just as a follow-up and maybe you've already answered the 
question with your response, but as you were going through the 
sale process and you were talking to the number of suitors that you 
talked to, I'm curious, what lines of business within that segment 
did you find that they were most interested in and conversely 
which lines within the segment did you find the least amount of 
interest in? 
 

 Mike McGavick  - Safeco Corporation - Chairman, President 
and Chief Executive Officer  

 
 I just couldn't characterize it that way because each buyer had its 
own interest. In the end, the best buyer for Safeco and the best 
buyer for the people that work there, is the buyer we announced 
today. I'm very excited by their plans for the business and their 
opportunities. It makes sense to me, why we are having this 
transaction. Good transactions happen when each side is receiving 
what they want, and I think this is a case of such a transaction. 
 

 Greg Peters  - Raymond James - Analyst  

 
 Fair enough thanks. 
 

Operator  

 
 And we go next to Cliff Gallant with Keefe, Bruyette & Woods. 
 

 Cliff Gallant  - Keefe, Bruyette & Woods - Analyst  

 
 My question was answered, thank you. 
 

Operator  

 
 Thank you. We'll move on now to Dave Sheusi, with JP Morgan. 
 

 Dave Sheusi  - JP Morgan - Analyst  

 
 Yes, hi. I just wanted to follow up on some clarification with the 
$830m unrealized loss, what's that kind of related to, again, and I 
guess what's the volatility around the numbers until the deal 
closes? 
 

 Christine Mead  - Safeco Corporation - Senior Vice President 
and Chief Financial Officer  

 
 Sure, the FAS -- that's the FAS 115 unrealized gain on the bond 
portfolio. For GAAP Accounting purposes, it gets booked as an 
adjustment through the other comprehensive income component of 
equity. So, the accounting is such that, that basically unwinds itself 
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after closing, but it will move around, obviously, as it's sensitive to 
interest rate movement. That's the biggest driver. 
 

 Dave Sheusi  - JP Morgan - Analyst  

 
 Okay, thank you. 
 

Operator  

 
 We'll go next to Alain Karaoglan, with Deutsche Banc. 
 

 Alain Karaoglan  - Deutsche Banc - Analyst  

 
 Good afternoon. Christine, the book value per share of $28.75, 
what would it be excluding the FAS 115 on the Property & 
Casualty side? 
 

 Neal Fuller  - Safeco Corporation - Vice President of Finance  

 
 You know, Alain, we don't have that actually calculated here in 
front of us, but in our supplement we show the P&C portfolio at 
book and at market. So, you should be able to find it in our 
financial supplement, and then just subtract out the unrealized 
gains on the P&C portfolio. 
 

 Alain Karaoglan  - Deutsche Banc - Analyst  

 
 Okay, and then the next question relates to the special dividend or 
share repurchase. Once you close this transaction, is there a certain 
timeframe, Mike or Chris, that you expect to give back the capital 
to shareholders? 
 

 Mike McGavick  - Safeco Corporation - Chairman, President 
and Chief Executive Officer  

 
 Yes, Alain quickly. We have no interest in holding on to it. The 
one complexity of that is of course in the share repurchase 
program, we'll want to be efficient in the way we acquire those 
shares. But it is not our intent to hold on to the money that we have 
said we will return to shareholders. It's our goal to get that money 
to them as efficiently as we can. 
 

 Alain Karaoglan  - Deutsche Banc - Analyst  

 
 And just one clarification. Talbot earnings were part of the life 
operation, or whether they were booked in Corporate? 
 

 Mike McGavick  - Safeco Corporation - Chairman, President 
and Chief Executive Officer  

 

 No, they were booked in the life operations, and in fact I think 
that's very important. You know in essence we said we are going to 
sell the operations that produced this revenue, and that's what 
we've done here, and that's why that yields this kind of a total to 
book. 
 

Neal Fuller  - Safeco Corporation - Vice President of Finance  

 
Alain,  the Talbot revenue was reported in the L&I Other segment. 
 

 Alain Karaoglan  - Deutsche Banc - Analyst  

 
 Okay, thank you very much. 
 

Operator  

 
 And we hear next from Shauna Bault with Goldman Sachs. 
 

 Shauna Bault  - Goldman Sachs - Analyst  

 
 Hi guys, just really quickly had one question and a quick 
housekeeping question. One; did you guys get any sort of feedback 
from the rating agencies on what their reaction would be to this, 
and then two; apologies, I just recently picked up coverage of 
Safeco. So, if you could give me what debt-to-capital would be pro 
forma for the sale, I would appreciate it. 
 

 Mike McGavick  - Safeco Corporation - Chairman, President 
and Chief Executive Officer  

 
  In terms of the rating agencies, we have had conversations with 
the rating agencies. We have been assured, and I emphasize they 
are always dicey so I never want to speak for a rating agency 
because they have their own processes and their own ways of 
telling their news. What I would tell you -- and I will only speak 
for the going-forward Safeco, at the Corp and P&C level -- what's 
been expressed to us, that's subject to them actually issuing their 
statements is that those two ratings would be affirmed as it is. And 
so, in terms of the other we will just have to wait and see on the 
life company. 
 

 Neal Fuller  - Safeco Corporation - Vice President of Finance  

 
 On your second question, Shauna, I would go to the capitalization 
page of our financial supplement, page SS-22 where it gives you 
various debt-to-capital ratios, and I'll let you calculate the pro 
forma amount, and then obviously the first intent of the use of 
proceeds is to reduce the debt to the levels that are in our financial 
supplement when we announced the sale of September 30. 
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 Shauna Bault  - Goldman Sachs - Analyst  

 
 Okay, thank you guys. 
 

Operator  

 
 And we go next to Larry Greenberg with Langen McAlenney. 
 

 Larry Greenberg  - Langen McAlenney - Analyst  

 
 Thanks, just quickly, have you thought any more though what 
type of expenses may be available in the Corporate line from this? 
 

 Mike McGavick  - Safeco Corporation - Chairman, President 
and Chief Executive Officer  

 
 Well, you know, we got so much in the last round, Larry. As you 
know, we've already achieved $75m that we announced back in 
September. The folks associated with that overwhelming they are 
already out of the company. And what we know is that there's 
probably some modest increment still available, but the first thing 
we have to work on is we do have a transition services agreement 
with the buyer that will last 12 months, and so it will be a bit 
complicated in working through exactly what it affects -- they will 
be fairly modest at this point.  
 
What we're really looking forward to is getting past this immediate 
phase and then seeing, you know, continuing to hunt for ways to 
operate more efficiently as we will now be a very, very focused 
company. But in anticipation of this all taking place, we've taken a 
lot of that out in that last round. So, I wouldn't be looking for 
things along those orders or magnitude at all. 
 

 Larry Greenberg  - Langen McAlenney - Analyst  

 
 Thank you. 
 

 Neal Fuller  - Safeco Corporation - Vice President of Finance  

 
 Operator this is Neal Fuller. It's been half an hour that we're going 
on. So we're going to go ahead and end the conference call at this 
time. I am available to participants for follow-up questions at 206-
545-5537. 
 

Operator  

 
 Thank you Mr. Fuller. Ladies and gentlemen, that will conclude 
today's conference call, we would like to thank everyone for 
joining us and again everyone have a great day, you may now 
disconnect. 
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