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for 2012 your comnany reported yeanend hook vai.oe per shere

of Pt 0i33 down roughly one pe rccrnt including dividends with

025% cfj\yp comtan ed ratio on continuinri operations Overall this

was disanpointing resuit The impact of hurricane Sandy masked

connnoeo good underlying performance in most of oor business

units We reacheol an rnportant milestone an agreement to seh

our runntf book in clean exit frmn oor iegacy iiahtities We believe

that the romgany is tmsitioned to deiivrer strong specialty results in

2013 anrlheyoncl

As vae look brsnk on t.he yeay nu.mber ol items are noteworthy and

deserve Wax comments

tOe reached an agreement to seil our runoff business t.o the Armour

Oroup Opon closing which is expected laker in 2.013 we cull be

pmre spsrciaity insurer with reserv Tar n.ur specialty business onlyr

ThIs is an lnnportant tinai step in our journey to make Oneheacon

the speciaiW company cue have heen seorkinn hard to tmcome for

flar las tee years

iksknke hurricane Sanoy was an srxtraordinacy event that cost us

roundly $d3 million Fee-tax Cd points on our cocnbined ratiob sue still

dclivered an undsnsvritinst profit And c1lthodg.h this result fell short

of our standards it is ervidermc.e of our cxcnkent core underwritino

skills that sue c.an cvith.stanci the i.argest cnarine loss ever a.nd n.sain

dean our rofitabAity As aisvays there are lessons cue have learned

from catastrouphic events and they sre aiready being implemented

Overall we remain comfontabi.e esith our cata tropne exposure

avhich is snaa0 traction n.f our catastrophe protkeE pOor to our

exit from personal inns and standard ronmmnrc.ia

Forming nesv busin.ess units has bssern key part oF our jourrmy to son

cialty as eve have discussed in previous rcrponts i..ast ynad sue started

two nmv businesses OnnBcacnn Frenram Oroup and One0eacorm

Surety roots We also added necv underuaritino teams in Inland

lylarine We expect all three to be rotitabie rontributors in the next

tevv
yevmrs

and sue a.reT excited do have them a.s pa.mT of Onekeacrsn

At Onekeacon experthse matters All oF our busin.essns attribute

major part ot thei.r succes.s to expertise i.n mheir resner.ti.ve areas

oF unnArwriti ng Focus We tundamentaiiy believmt and our results

suppoct that Tacused expertise drives better results and corntsndtive

cnarket advantatms it also promoses the conti.nual evolution and ins

provement neressary to nseek musdomer cienusnmls in changing risic

avorld yeA choose only to he in market segments wh.ere expertlsn

matters and where we have the talent to nennrrate orotitanie results

it sounds simple but id is complex an.ui challrmgi t.o ccmnsistxxndv

deliver over tinmn

2011 was year of tmnsit ion Tar csur comp.any on two Fronts

Firsp ave mad.e mnajor strides in lra.nsition.ing rsur
corp.oratsm support

tunctiorms to align with specialist insures not generallst

ln dl CiaWs Fina.ncn kegai and Hu.mnan kesources van challenqnd

ourselves to dnkvnr snruicn As snsrsliem hiobly mpecia Wed nroun

mmesarsnxs arso



of und.erwriting urft.s This means not only smaller support units hut significant catastrophic eventsjhere are always ewes anti

importantly more flexible and creative solutions Our businesses are nations but we will try to spare you from hearing t.hem from us as

no longer transactionOriven operations they are more tailored indf often as we can We are fortunate to have talented experienced in

vidual entities am pleased to report that your company is now better surance professionals throughout On.eheacon who have track records

aligned to support our specialty businesses Second we experienced of delivering strong underwnting performance and we will count

modest but noticeable transition in the marketplace as respects on them to do so in 2013 and beyond Our business operations have

pricing discN/li.ne Most lines of business experienced oositive rate good core results and are positioned to compete within their ma.rkets

inc.reases and in number of instances exceeded our projected loss When we close the runoft sale our legacy liaa.bilitios will he behind

cost inflation trends This positive sign and tve are hopeful this us In short your specialty company knows it is time to execute and

bodes well for 2013 price changes hut our experience tells us it vvont deliver results and we are a.ll excited by tha.t opportunity

last indefinitely
We are focused on continued effective execution on

price ad as key priority
in our underwrit.ing operations One final note concerns the personal loss we experi.enced a.t

OneBeacon with the passing of Jack Byrne on March 2013

to Icr xi Twelve years ago Jack saw opportLlnity vvhen the legacy comm

During the yeat we once again maintained our strong financial pany was for sale His leadership focus on underwriting discipline

position We see this as the underpinning of an effective pro and amazing ability to connect with si..aff at all levels helped put

erty
and casualty insurance operatftn which includes strong loss OneBeacon on the path we are today Wd are extremely fortuna.te

reserves prudt.nt capital management including modest financial to have been mentored by such an ico.n vvhose core operating

leverage a.nrf souno investment rnana.gement On each of these principl.es remain the foundation of your company

fronts 2012 v/as good year Our loss reserves are in very good

sh.ape we have strong capital position with flexibility to pursue Thank you for supporting our efforts and we look forward to sharing

opoo.rtunltles and modest- financial leverage with 21SS debt to our progress throughout the coming year

capitaf ratio Our investments produced 04% return for the year

Our safe short at roughly 28 years dura.tion fixed income portfolio

erfommnecl very welL while our equity investments had a- solid year

but fell short of the 583 benchmark

In sumnmamy we exoect to dei.iver better results in most years than

we did in 2012 especially when the insurance industry experiences







OneBeaconY transformation to spedalty insurance co-mpany made

good progress in 2012 Our businesses focused their underwrmng

abillties wfile managing an environment that remains challenW

ing There does seem to be ray of optimism around underwriting

discipline
and pricing howevet and we re tositioned to capitalize

as emerges

Our speci.ahy capabilities continued to evolve we now have opera-

dons that span the entertainment technoiog\c povernrnent risk

marine excess property environmental and program industries

.011 of these specialties have accelerated segmentirg their approach

to specific areas of their markets which allows us to concc.ntrate on

underwriting profitabiIitc Onebeacon Techno.Io and Onebeacon

Government Risks have done particularly good lob in this area

OneBeacon Entertainment has fully transiti.oned from its origins as

self-contained business to more efficient underwriting operation

One of our criginal soecialties International Marine Underwriters

wh.ich is profiled on page of this report withstood Hurricane

Sand.y and proved that their underwriting discipline is second to

non.e OneBea.con Speci.alty Propert.y our excess property unit

continued to be opportunistic in transitioning property market

and remains focused on our proven appetite Two of our newer

opera.tions neBeacon Environmental and OneBeacon Program

Group ---- made tremendous progress in establishing and expandino

their underwriting platforms for the future VVere excited about our

portfolio of businesses and the teams of experts within each group

We contirrually explore the marketplace for opportunities In 2012

we added our Program busirress very experienced tea.rn led by

Oan Beauc1.ette We expanded our InIand Marin.e leadership arid

underwriting staff and combined It with our International Marine

Underwriters business Vtlth this affiliation we now provide

solutions for all dcrmestic marine coverage needs OneBeacon

Governrrrent Risks a.cguired an entity
that will exparrd our reach in

the highly profitable rr-ublic entities segment Erring opportunistic

also means recognizirrg yotrr
linritations so last fall we narrowed

our risk appetite for energy busirress to inland mnarirre and renew

able/alterrrative enerpy

We
firmly

believe that the specialty marketplace is urrigue ----arrd

that our strengths are particularly well suited for .his business

Our urrderwritirig and operati.ona.I approach defines our inTeractions

with our spec.ialty crstomers We provide focused expertise whicA

brings efficient sob tiorrs to our produ.cers and insureds Yet we

never get too comfortable with our efforts We continually challenge

ourselves to seek improvements to aod va.Iue to our target custom

ers These attributes are key differentiators for OneBeacon

In 2013 you will see OneBeacon
errrerge as an established specialty

company focused on underwriting discipline
and nimble enough t.o

react to even-c.hangirrg conditions We are determined to firmly en

trench ourselves in the specialty market At OneBeac.on we believe

rare have the ability capabilities and focus tcr provide value to our

customers and superior results to our shareholders

Dermis Crosby

Executive Vice Presiderrt Insurance Operatiorms



execu1ive

The spedafty insurance marketplace continues to be challenging

one even as market conditions begin to show improvement .ht

OneBeruon Professi.onal Insurance CBPI an.d Onebeacon Accident

Group vve are poised to take advantage of this environment

Our efforts to deepe.n distribution relationships are paying dividends

in both the awareness and appeal of our approach as well as the

volume and quality oi- the submissions we are seeing in 2012 over

LOGO organizabons made the choice to move their insurance to us

The four business areas within OBP1 Health Care Professional

Liability Managanrent Liability and Financial Services --as yeah

as OneBeacon Accident each h-ave clear mandate- to continually

focus on bottom line resultsJhey do so with disciplined approach

to underwriting that drive-s them to sharpen the dedsiommaking

process to an even finer point Coupled wit.h an ex.perienced staff

a-nd dc-termination to provide noticeably superior service eve have

established soliml foundation to profitably grow our business in

measured judicious fashion in the years to come

The common th.eme running through each of the un-derwriting divh

Cons contained in these businesses is corr-rnitrnent to align product

and capability develop-ft
ents with th-e needs of the marketplace Our

deep and experienced management team provides oversight and

guicance ensuring that the overall company focus remains core to

the operating princlples of each unit This philosophy drives us- to

maintain our long--s.tandnq commitment -to underwriting excelience

expense rnanaqement and service e-nllancement vvhiie co-nstantiv

l-ooking to improve and streamline our business omoce-sses

VVe also view the current niarketolace as a-n opom-tunhy ta leverage

-t-he op-erational improvements eve have been steadily implementinq

As options for growtn into ncr-v rnafkets service arems and- bush

infrastruc-ture standpoint to effective-ly
take advantaqe of ini-tia-tives

that alloys us -to civ refuily extend our reach into the a-remis we -feel

offer the greatest op-portunity This folic-ws th.e- gatter we continued

in 2012 as we introduced our innovative Extended- Reporting Period

ERR product and entered into an exclusive arrangement with

Eq-uiutax
to proveie credi-t monitonng and breach res-ponse services -to

our N.etwork Security and PrIvacy policyholders

Our businesses will also continue- to rigorously mno-nitor marfert c-.e-m

ditions to ensure tha-t our product of-ferings are c-onsistent s-vith our

commitment to disciplined underwriting approach Th.is
vigi-la.nce

veill ho espedal.iy necessary with regard to health care reform as

-the Patient P-rote-ction and Affordable Care Act has the potent-ial to

significantly impact -the hiab-fity exposui-es of health care e-roaniza--

tiorms and pre-viders

OEP1 and OneBeacon Accident both oc-sted so-lid m--esul-ts in2 012.

There were increases in both submission flow and in t-h-e nup-ibem

n-f brokers with whom we do business We nor-v look forward to -the

opportunity to lerre-rage our position in 2013 makinq decisions that

reflect our risk tolerance and evolving market chanpes

As OneBeacon fully
embraces its

positi-on as pure specialty dO rmm

pany we are determined to establish these business-c-s a-.s carriers

o-f choice among
brokers o-iho de-mand responsible rmderrvritinq

exceptional service and a- commi-tmen-t to mutual success

Paul Romano

Executive Vice President Insurance Ope-rations
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