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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10‑K

☒ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2015
Or
☐TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the transition period from to
Commission file number 000‑50070

SAFETY INSURANCE GROUP, INC.

(Exact name of registrant as specified in its charter)

Delaware
(State or other jurisdiction of
incorporation or organization)

13‑4181699
(I.R.S. Employer Identification No.)

20 Custom House Street, Boston, Massachusetts 02110

(Address of principal executive offices including zip code)

(617) 951‑0600

(Registrant’s telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered
Common Shares, $0.01 par value per share NASDAQ Global Select Market

Indicate by check mark whether the registrant is a well‑known seasoned issuer, as defined in Rule 405 of the Securities
Act. Yes ☐  No ☒
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Indicate by check mark whether the registrant is not required to file reports pursuant to Section 13 of Section 15(d) of
the Act. Yes ☐  No ☒

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes ☒  No ☐

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulations S‑T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yes ☒  No ☐

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S‑K (§ 229.405 of this
chapter) is not contained herein, and will not be contained, to the best of registrant’s knowledge, in definitive proxy or
information statements incorporated by reference in Part III of this Form 10‑K or any amendment to this Form 10‑K. ☒

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non‑accelerated filer, or
a smaller reporting company. See definitions of “large accelerated filer,” “accelerated filer,” and “smaller reporting
company” in Rule 12b‑2 of the Exchange Act. (Check one):

Large accelerated filer ☒Accelerated filer ☐Non-accelerated filer ☐ Smaller reporting company ☐
(Do not check if a
smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b‑2 of the Exchange Act). Yes ☐
 No ☒

The aggregate market value of the registrant’s voting and non‑voting common equity (based on the closing sales price
on NASDAQ) held by non‑affiliates of the registrant as of June 30, 2015, was approximately $811,331,905.

As of February 17, 2016 there were 15,092,099 Common Shares with a par value of $0.01 per share outstanding.

Documents Incorporated by Reference

Portions of the registrant’s definitive proxy statement for its Annual Meeting of Shareholders to be held on May 18,
2016, which Safety Insurance Group, Inc. (the “Company”, “we”, “our”, “us”) intends to file within 120 days after its
December 31, 2015 year‑end, are incorporated by reference into Part II and Part III hereof.
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In this Form 10-K, all dollar amounts are presented in thousands, except average premium, average claim and per
claim data, share, and per share data.

PART I. 

ITEM 1.    BUSINESS 

General

We are a leading provider of private passenger automobile insurance in Massachusetts.  In addition to private
passenger automobile insurance (which represented 59.6% of our direct written premiums in 2015), we offer a
portfolio of property and casualty insurance products, including commercial automobile, homeowners, dwelling fire,
umbrella and business owner policies.  Operating exclusively in Massachusetts and New Hampshire through our
insurance company subsidiaries, Safety Insurance Company ("Safety Insurance"), Safety Indemnity Insurance
Company ("Safety Indemnity") and Safety Property and Casualty Insurance Company ("Safety P&C") (together
referred to as the "Insurance Subsidiaries"), we have established strong relationships with independent insurance
agents, who numbered 924 in 1,102 locations throughout Massachusetts and New Hampshire during 2015.  We have
used these relationships and our extensive knowledge of the Massachusetts market to become the third largest private
passenger automobile carrier, capturing an approximate 10.2% share of the Massachusetts private passenger
automobile insurance market, and  the second largest commercial automobile carrier, with an 14.1% share of the
Massachusetts commercial automobile insurance market in 2015 according to statistics compiled by Commonwealth
Automobile Reinsurers ("CAR").  We are also the fourth largest homeowners insurance carrier in Massachusetts with
a 7.2% share of the Massachusetts homeowners insurance market.  In addition, we were also ranked the 45th largest
automobile writer in the country according to A.M. Best, based on 2014 direct written premiums.  We were
incorporated under the laws of Delaware in 2001, but through our predecessors, we have underwritten insurance in
Massachusetts since 1979.

Our Insurance Subsidiaries began writing private passenger automobile and homeowners insurance in New Hampshire
during 2008, personal umbrella insurance during 2009, and commercial automobile insurance during 2011.  During
the years ended December 31, 2015, 2014, and 2013, the Company wrote $22,731, $18,755, and $13,773 in direct
written premiums, respectively, and approximately 24,364, 20,626 and 15,580 policies, respectively, in New
Hampshire.

On February 9, 2015, the Insurance Subsidiaries each received a license to begin writing our property and casualty
insurance products in the state of Maine. We anticipate that we will begin to write new business in Maine beginning in
the first quarter of 2016.

Website Access to Information

The Internet address for our website is www.SafetyInsurance.com.  All of our press releases and United States
Securities and Exchange Commission ("SEC") reports are available for viewing or download at our website.  These
documents are made available on our website as soon as reasonably practicable after each press release is made and
SEC report is filed with, or furnished to, the SEC. Copies of any current public information about our company are
available without charge upon written, telephone, faxed or e-mailed request to the Office of Investor Relations, Safety
Insurance Group, Inc., 20 Custom House Street, Boston, MA 02110, Tel: 877-951-2522, Fax: 617-603-4837, or
e-mail: InvestorRelations@SafetyInsurance.com. The materials on our website are not part of this report on
Form 10-K nor are they incorporated by reference into this report and the URL above is intended to be an inactive
textual reference only.
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Our Competitive Strengths

We Have Strong Relationships with Independent Agents.  In 2015, Independent agents accounted for approximately
63.4% of the Massachusetts automobile insurance market measured by direct written premiums as 
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compared to approximately 31.3%  nationwide, based on data made available by A.M. Best. For that reason, our
strategy is centered around, and we sell exclusively through, a network of independent agents, who numbered 924 in
1,102 locations throughout Massachusetts and New Hampshire during 2015.  In order to support our independent
agents and enhance our relationships with them, we:

· provide our agents with a portfolio of property and casualty insurance products at competitive prices to help our
agents address effectively the insurance needs of their clients;

· provide our agents with a variety of technological resources which enable us to deliver superior service and support
to them; and

· offer our agents competitive commission schedules and profit sharing programs.
Through these measures, we strive to become the preferred provider of the independent agents in our agency network
and capture a growing share of the total insurance business written by these agents in Massachusetts and New
Hampshire.  We must compete with other insurance carriers for the business of independent agents.

We Have a History of Profitable Operations.  In 34 out of 35 years since our inception in 1979, we have been
profitable.  The lone year where we did not have profits was 2015 when we were impacted by claims related to the
highest recorded snowfall totals in Massachusetts history.  We have achieved our profitability, among other things, by:

· maintaining a consistent number of private passenger automobile exposures we underwrite, which totaled  471,924
in 2015 compared to 477,238 in 2011;

· growing our commercial automobile exposures we underwrite, which totaled 68,591 in 2015 compared to 49,150 in
2011;

· growing our homeowner book of business which had total exposures of 162,703 in 2015 compared to 130,563 in
2011;

· maintaining a combined ratio that is typically below industry averages (refer to Insurance Ratios under
Item 7—Management's Discussion and Analysis of Financial Condition and Results of Operations for a discussion on
insurance ratios);

· taking advantage of the institutional knowledge our management has amassed during our long operating history in
the Massachusetts market;

· introducing new lines and forms of insurance products;
· investing in technology to simplify internal processes and enhance our relationships with our agents; and
· maintaining a high-quality investment portfolio.
We Are a Technological Leader.  We have dedicated significant human and financial resources to the development of
advanced information systems.  Our technology efforts have benefited us in two distinct ways.  First, we continue to
develop technology that empowers our independent agent customers to make it easier for them to transact business
with their clients and with the Insurance Subsidiaries. In our largest business line, private passenger automobile
insurance, our agents now submit approximately 99.0% of all applications for new policies or endorsements for
existing policies to us electronically through our proprietary information portal, the Agents Virtual Community
("AVC").  Our agents can also submit commercial automobile and homeowners insurance policies electronically over
AVC.  Second, our investment in technology has allowed us to re-engineer internal back office processes to provide
more efficient service at lower cost.

We Have an Experienced, Committed and Knowledgeable Management Team.  Our senior management team owns
approximately 4.9% of the common stock of Safety Insurance Group, Inc. on a fully diluted basis.  Our senior
management team has an average of over 29 years of experience with Safety.  The team has demonstrated an ability to
operate successfully within the Massachusetts automobile and homeowner insurance markets.
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Our Strategy

To achieve our goal of increasing shareholder value, our strategy is to maintain and develop strong independent agent
relationships by providing our agents with a full package of insurance products and information technology
services.  We believe this strategy will allow us to:

· further penetrate the Massachusetts, New Hampshire and Maine private passenger, commercial automobile and
homeowners insurance markets;

· implement rates, forms and billing options that allow us to cross-sell homeowners, dwelling fire, and personal
umbrella in the personal lines market and business owner policies, commercial property package and commercial
umbrella in the commercial lines market in order to capture a larger share of the total Massachusetts property and
casualty insurance business written by each of our independent agents; and

· continue to expand our technology to enable independent agents to more easily serve their customers and conduct
business with us, thereby strengthening their relationships with us. 

Property and Casualty Insurance Market

Introduction.  We are licensed by the Commissioner of Insurance (the "Commissioner") to transact property and
casualty insurance in Massachusetts.  All of our Massachusetts business is extensively regulated by the Commissioner.

The Massachusetts Market for Private Passenger Automobile Insurance.  Private passenger automobile insurance is
generally considered to be more heavily regulated in Massachusetts than in other states, under what the Massachusetts
Commissioner of Insurance calls Managed Competition.  Since 2008, Massachusetts automobile insurance premium
rates are strictly regulated under a prior approval rate review process, governed by regulations that set certain terms
and conditions that insurers must comply with in establishing their rates.    Certain of the historically unique factors in
Massachusetts continue to exist, including compulsory insurance, affinity group marketing, and the prominence of
independent agents.

Products

Historically, we have focused on underwriting private passenger automobile insurance, which is written through our
subsidiary, Safety Insurance.  In 1989, we formed Safety Indemnity to offer commercial automobile insurance at
preferred rates.  Since 1997, we have expanded the breadth of our product line in order for agents to address a greater
portion of their clients' insurance needs by selling multiple products. Homeowners, business owners’ policies, personal
umbrella, dwelling fire and commercial umbrella insurance are written by Safety Insurance at standard rates, and
written by Safety Indemnity at preferred rates.  In December 2006, we formed Safety P&C to offer homeowners and
commercial automobile insurance at ultra preferred rates.
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The table below shows our premiums in each of these product lines for the periods indicated and the portions of our
total premiums each product line represented.

Years Ended December 31,
Direct Written Premiums 2015 2014 2013
Private passenger automobile $ 468,187 59.6% $ 472,553 61.7% $ 467,431 63.9%
Commercial automobile 108,013 13.8 95,398 12.5 86,003 11.8
Homeowners 170,410 21.7 161,388 21.1 144,925 19.8
Business owners 22,223 2.8
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