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PROSPECTUS (Subject to Completion)
Issued July 17, 2002

The information in this preliminary prospectus is not complete and may be changed. These securities may not be sold until the registration
statement filed with the Securities and Exchange Commission is effective. This preliminary prospectus is not an offer to sell these securities and
we are not soliciting offers to buy these securities in any state where the offer or sale is not permitted.

1,200,000 Shares
WHITE MOUNTAINS INSURANCE GROUP, LTD.

COMMON SHARES

White Mountains Insurance Group, Ltd. is offering 1,000,000 common shares and the selling shareholder is offering 200,000 common
shares. See "Principal and Selling Shareholder'' on page 87 for more information on the selling shareholder.

Our common shares are listed on the New York Stock Exchange under the symbol "WTM.' On July 16, 2002, the reported last sale price of
our common shares on the New York Stock Exchange was $304.00 per share.
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Investing in our common shares involves risks. See ''Risk Factors'' beginning on page 11.

PRICE $ A SHARE

Underwriting Proceeds to
Price to Discounts and Proceeds to Selling
Public Commissions White Mountains Shareholder
Per Share $ $ $ $
Total $ $ $ $

White Mountains Insurance Group, Ltd. has granted the underwriters the right to purchase up to an additional 150,000 shares to cover
over-allotments.

The Securities and Exchange Commission and state securities regulators have not approved or disapproved of these securities or determined if
this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

Morgan Stanley & Co. Incorporated expects to deliver the common shares to purchasers on , 2002.

MORGAN STANLEY

BANC OF AMERICA SECURITIES LLC
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PROSPECTUS SUMMARY

This summary highlights selected information about us and this offering and may not contain all the information that may be important to
you. You should read the entire prospectus, including the information under "Risk Factors" beginning on page 11, our consolidated financial
statements and the related notes and other information included in or incorporated by reference in this prospectus, before making an investment
decision. Unless otherwise indicated, the information in this prospectus assumes the underwriters have not exercised their over-allotment option
and references to share ownership do not give effect to shares issuable upon the exercise of warrants held by Berkshire Hathaway.

WHITE MOUNTAINS
Overview

We provide a wide range of property and casualty insurance and reinsurance products. We believe we have one of the most experienced
management teams in the industry with a strong track record of creating value for our shareholders. We operate through two primary insurance
groups, OneBeacon Insurance Group and Folksamerica Holding Company, Inc. OneBeacon, which has roots dating back 170 years, focuses on
being a premier provider of property and casualty insurance products in the Northeast United States and of certain specialty products offered
throughout the United States. OneBeacon's broad range of personal, commercial and specialty insurance products are sold primarily through
select property and casualty independent agents. Folksamerica is a multi-line reinsurer that provides property, casualty and marine reinsurance
through independent brokers in the United States and throughout the world. We also have other subsidiaries and affiliates engaged in property
and casualty insurance and reinsurance in the United States and internationally.

As of March 31, 2002, we had total assets of $15.9 billion and common shareholders' equity of $2.1 billion. OneBeacon and Folksamerica
are rated "A" (Excellent) and "A-" (Excellent), respectively for financial strength by A.M. Best Company and had a consolidated combined
statutory surplus of $2.4 billion as of December 31, 2001.

Our Strengths
Experienced and Incentivized Management Team with History of Creating Shareholder Value

Our management team is led by Jack Byrne, our Chairman and Chief Executive Officer. Mr. Byrne has over 50 years of experience in the
insurance industry, including serving as Chairman and Chief Executive Officer of GEICO and of Fireman's Fund, a predecessor of White
Mountains. Mr. Byrne was named Insurance Leader of the Year in 2001 by The School of Risk Management, Insurance and Actuarial Science
and leads a management team with broad-based operating experience at a variety of property and casualty insurance and reinsurance companies.
Our President, Tom Kemp, brings 36 years of insurance experience. Ray Barrette, the Chairman and Chief Executive Officer of OneBeacon
since June 2001 and the former President of White Mountains, has over 29 years of insurance industry experience. Steve Fass, the President and
Chief Executive Officer of Folksamerica, was a founding member of that company in 1980 and has over 32 years of insurance and reinsurance
industry experience.

Additionally, our management's interests are aligned with our financial performance. Our executive officers currently own 17% of the
common shares of White Mountains including 14% held by Mr. Byrne. Our executive officers also currently have an additional 2% economic
interest in our company through various compensation plans, payable in cash or common shares, that are linked to specific performance targets.

Proven Track Record of Building Value

Our underwriting and operating philosophy is to maximize value per share for our shareholders. Our management has achieved an
approximate 19% annualized return, including dividends, as measured by the growth in our sales price per share since our initial public offering
in 1985. During this period, we have grown our tangible book value per share, as adjusted for the dilutive effect of outstanding options and
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warrants, from approximately $22 per share at the time of our initial public offering in 1985 to $221.80 per share as of March 31, 2002,
representing an approximate annualized return, including dividends, of 18%. Jack Byrne has been our Chairman at all times during this period
and Tom Kemp has been one of our senior executives since 1991. Ray Barrette has been one of our senior executives for approximately 10 years
during this period. Steve Fass has been President and Chief Executive Officer of Folksamerica since 1984. Folksamerica was acquired by us in
1998.

Significant Value Generation through Opportunistic Acquisitions, Asset Sales and Disciplined Operations

Our approach to acquisitions and investments has been opportunistic rather than strategic. We pursue acquisition and investment
opportunities where the depth of our management and operational talent can be fully utilized to create value. By leveraging our operational
expertise and focusing on building long-term value, we have been able to transform the operationally and financially challenged companies we
have acquired into drivers of value growth. During 2001, we acquired OneBeacon and believe that it provides us with another opportunity to
create additional significant value for our shareholders. While the acquisition contributed significantly to our net loss from continuing operations
of $271 million in 2001, it also created a $682 million deferred credit that was fully recognized in income by January 2002. A deferred credit
represents the excess of the fair value of net assets acquired in the purchase of a business over the purchase price. In addition, we recently played
a key role in the establishment of Montpelier Re Holdings Ltd. and Olympus Reinsurance Ltd., two new reinsurance operations established to
capitalize on improving industry fundamentals.

We typically acquire businesses that we expect to hold for the long term, since we believe that a long-term investment horizon offers the
greatest opportunity to create value through improvements in operations. However, because we have historically been successful in improving
the operations of our acquired businesses, we have taken advantage of, when appropriate, opportunities to capture significant value for our
shareholders through sales of those businesses.

Commitment to Our Fundamental Operating Principles
We manage our businesses based on the following four operating principles:

Underwriting Comes First. We focus our attention on minimizing our loss ratio, which represents the ratio of our loss and loss adjustment
expenses to premiums earned. We strive to earn an underwriting profit on all business we write by applying the professional insurance
disciplines of pricing, underwriting and claims management. We focus on profitability rather than premium volume, growth or market share.
Since our acquisition of OneBeacon, we have focused on improving its loss ratio by raising prices, re-underwriting its entire book of business,
and exiting certain lines of business and regions.

Maintain a Disciplined Balance Sheet. 'We strive to state assets and liabilities conservatively on our balance sheet. We believe that loss
reserves must be stated properly in order for us to manage our business effectively. Pricing, marketing and underwriting decisions all depend on
having an informed judgment of ultimate loss costs. Coincident with our acquisition of OneBeacon, we took actions to strengthen its balance
sheet significantly, including increasing reserves, adjusting assets and liabilities, and requiring the purchase of reinsurance from subsidiaries of
Berkshire Hathaway. Our current investment posture is conservative as we become more comfortable with our newly acquired reserves, work to
improve our underwriting results and reduce our financial leverage.

Invest for Total Return. We strive to invest for the best after-tax total return over time without regard to whether the value is reported in
our financial statements as investment income, realized capital gains or unrealized capital gains. Our philosophy is to invest policyholder funds
(funds backing our insurance liabilities) in liquid, creditworthy fixed income securities and owner funds (equal to shareholders' equity) in a
broader range of securities, which may include equities, preferred stocks, convertible securities and other types of fixed income securities. After
the acquisition of OneBeacon was announced, we immediately repositioned OneBeacon's investment portfolio by liquidating its significant
position in large capitalization growth stocks and tax exempt bonds and replacing them with treasury bonds of an intermediate duration and
investment grade corporate bonds.

Think Like Owners. Our executive officers and directors, who collectively own 23% of the common shares of White Mountains, think like
owners and are owners. We attract and motivate our employees through long term incentive programs that tie share-based compensation to the
achievement of specific performance goals over overlapping three-year periods.

OneBeacon Acquisition
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We acquired OneBeacon on June 1, 2001 for $2.1 billion. At the time of the acquisition, OneBeacon was producing unsatisfactory
underwriting results, and had done so for several years. In OneBeacon, we saw the opportunity to purchase an underperforming business at a
discount to book value with the goal of implementing strategic and operating improvements. In addition to the $682 million deferred credit
created by the acquisition, we believe that our purchase of OneBeacon will add significant additional value for our shareholders, provided we
can quickly and significantly improve this business through the successful execution of a series of initiatives we commenced in 2001. These
initiatives include:

strengthening OneBeacon's balance sheet by (1) requiring the purchase of reinsurance contracts for old asbestos and
environmental claims and adverse development coverage on losses; (2) selling off substantially all of OneBeacon's large
portfolio of common stocks and municipal bonds prior to the acquisition and investing the proceeds in highly liquid,
investment grade fixed income securities of an intermediate duration and (3) thoroughly analyzing asset and liability
carrying values and recording all assets and liabilities at their then fair values;

appointing a new management team, led by Ray Barrette, focused on building a culture based on our operating principles;
and

implementing operating improvements including shedding non-core businesses through the Liberty Mutual transaction
(described below), increasing prices, re-underwriting, eliminating unprofitable products, accounts and agents, improving the
claims adjudication, settlement, administration, reporting and processing function by increasing staffing levels in many areas
and introducing programs and tools geared toward controlling indemnity costs, establishing new performance expectations
based on the introduction of long-term incentive compensation tied closely to operating performance and improving
management information systems.

Liberty Mutual Transaction. In order to further strengthen and focus the operations of OneBeacon in the Northeast, where it historically
had better operating results and stronger agency relationships, on November 1, 2001, OneBeacon transferred its regional agency business,
agents, employees, infrastructure and operations in 42 states and the District of Columbia to Liberty Mutual Insurance Group pursuant to a
renewal rights agreement. A renewal rights agreement permits an insurer to transfer its right to renew insurance policies that expire after a
certain date to another insurer. As is typical in a renewal rights arrangement, Liberty Mutual paid no consideration other than its agreement to
service the renewals of these policies and we incurred no accounting charges or liabilities except pursuant to related reinsurance arrangements.
The renewal rights transferred to Liberty Mutual related to policies that accounted for $1.5 billion in written premiums, or approximately 45% of
OneBeacon's total business in 2001. Liberty Mutual will perform all underwriting and claims processing with respect to the transferred policies.
Over

the next two years, the underwriting results and cash flows of the renewed policies will be shared between OneBeacon and Liberty Mutual.
Reinsurance agreements pro-rate results so that OneBeacon assumes approximately two-thirds of the underwriting results corresponding to
renewals in the first year, one-third in the second year and zero thereafter.

White Mountains Insurance Group, Ltd. was originally formed as a Delaware corporation in 1980. White Mountains became a public
company in 1985 and sold its then principal operating subsidiary, Fireman's Fund Insurance Company, in 1991. In October 1999, we completed
a corporate reorganization that changed our domicile from Delaware to Bermuda. Our headquarters is located at Crawford House, 23 Church
Street, Hamilton HM 11, Bermuda, our principal executive office is located at 28 Gates Street, White River Junction, Vermont 05001-7066 and
our registered office is located at Clarendon House, 2 Church Street, Hamilton HM 11, Bermuda.

6

THE OFFERING

Common shares offered by us 1,000,000 common shares

Common shares offered by the selling 200,000 common shares
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shareholder
Total common shares offered 1,200,000 common shares

Common shares to be outstanding after
this offering 9,284,181 common shares

Use of proceeds We estimate that we will receive net proceeds from this
offering of approximately $289 million after deducting
underwriting discounts and commissions and estimated
offering expenses we will pay. We intend to use up to
approximately $283 million of the net proceeds from our
sale of common shares together with available cash to pay
amounts due in respect of the outstanding principal and
interest on the Seller Note, a convertible note payable that
we issued in connection with the acquisition of OneBeacon.
We will use the balance of the net proceeds from our sale of
common shares for general corporate purposes, including
possible acquisitions.

We will not receive any proceeds from the sale of common
shares in this offering by the selling shareholder.

New York Stock Exchange symbol "WTM"

The number of common shares to be outstanding after this offering is based on 8,284,181 common shares outstanding as of July 16, 2002,
and excludes:

65,665 common shares issuable upon the exercise of outstanding stock options at a weighted average exercise price of
$122.04 per common share;

1,230,000 common shares reserved for issuance to our employees under the following plans:

OneBeacon Insurance Savings Plan: 500,000 common shares;
OneBeacon Insurance Supplemental Plan: 200,000 common shares;
White Mountains Long-Term Incentive Plan: 300,000 common shares;

Certain other non-qualified, unfunded, deferred compensation plans of White Mountains and
OneBeacon: 230,000 common shares; and

1,714,285 common shares issuable upon the exercise of outstanding warrants held by Berkshire Hathaway at an exercise
price of $175.00 per common share.

SUMMARY CONSOLIDATED FINANCIAL DATA

The following table is a summary of our historical consolidated financial data for each of the three years in the period ended December 31,
2001 and for the three months ended March 31, 2001 and 2002. The income statement data for the three months ended March 31, 2001 and 2002
and the balance sheet data as of March 31, 2002, were derived from our unaudited consolidated financial statements that are included elsewhere
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in this prospectus. The financial information for each of the three years in the period ended December 31, 2001 was derived from our audited
consolidated financial statements that are included elsewhere in this prospectus. The interim information was prepared on a basis consistent with
that used in preparing our audited financial statements with only such recurring adjustments as are necessary, in management's opinion, for a fair
statement of the results for the periods presented. This table should be read in conjunction with our consolidated financial statements and the
related notes included elsewhere in this prospectus. For pro forma financial data giving effect to the acquisition of OneBeacon, the execution of
the renewal rights agreement and related transactions for the year ended December 31, 2001, we refer you to our Current Report on Form 8-K
filed May 15, 2002. Our historical results are not necessarily indicative of our future results.

Three Months Ended
Year Ended December 31, March 31,
1999 (a) 2000 (b) 2001 (c) 2001 2002

(dollars in millions, except share and per share amounts)

Income Statement Data:

Revenues $ 579 $ 848 $ 3,234 $ 154 $ 1,085
Expenses 418 493 3,656 138 1,093
Pretax earnings (loss) 161 355 (422) 16 (8)
Income tax benefit (provision) (53) 42) 174 1 13
Accretion and dividends on mandatorily redeemable
preferred stock of subsidiaries (23) (10)

Net income (loss) from continuing operations before
accounting changes $ 108 $ 313 $ 271) $ 17 $ )

Net income (loss) from continuing operations before
accounting changes per share:

Basic $ 19.25 $ 53.08 $ 86.52) $ 2.91 $ (.62)
Diluted $ 17.66 $ 52.84 $ 86.52) $ 2.88 $ (.62)
Cash dividends declared and paid per share $ 1.60 $ 120 $ 1.00 § .00 $ 1.00
Balance Sheet Data (end of period):
Total investments $ 1,219 $ 2,102 $ 9,006 $ 8,680
Total assets 2,049 3,545 16,493 15,897
Loss and loss adjustment expense reserves 851 1,556 9,528 9,315
Short-term debt 4 358 329
Long-term debt 203 96(d) 767 748
Deferred credits 101(e) 92 683(f)
Minority interest mandatorily redeemable preferred stock of
subsidiaries 170 173
Common shareholders' equity (g) 614 1,046 1,445 2,067
Book value per common share (h) 103.32 177.07 160.36 221.80
Tangible book value per common share (h)(i) 120.23 187.65 225.81 221.80
Common and equivalent shares (000's) (j) 5,946 5,961 10,048 10,063
(@

Includes gains resulting from the sale of the Valley Insurance Companies, Charter Group, Inc. and White Mountains Insurance Company to
Unitrin, Inc. and the sale of substantially all the mortgage banking assets of White Mountains Services Corporation.

(b)
Includes the acquisitions of PCA Property & Casualty Insurance Company and the reinsurance operations of Risk Capital Reinsurance Company as
well as the gain on the sale of White Mountains Holdings, Inc. and other assets to Dexia S.A.

©
Includes the acquisition of OneBeacon on June 1, 2001 and its results of operations from that date. In connection with the acquisition of OneBeacon,
White Mountains issued $1,085 million in debt. White Mountains also issued preferred stock of subsidiaries, convertible preference shares and
warrants to acquire common shares for total proceeds of $758 million.
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(d)

Reflects a significant repayment of long-term debt by Folksamerica during 2000.

(e)

Deferred credits added during 1999 resulted principally from the purchase of International American Group.

®

Deferred credits added during 2001 resulted from the purchase of OneBeacon.

(2

Reflects a reduction in common shareholders' equity in 1999 resulting from significant repurchases of common shares and an increase in common
shareholders' equity in 2001 resulting from capital raising activities undertaken in connection with the acquisition of OneBeacon.

(b)

As adjusted for the dilutive effects of outstanding options and warrants to acquire common shares. See note 1 on page F-21 and F-22.

®
Tangible book value per share is calculated by taking book value per common share, as adjusted, plus unamortized deferred credits less goodwill per
common share. Net deferred credits are added to book value to reflect the effects of SFAS No. 141, "Business Combinations," which requires the
recognition of any excess of the fair value of the net assets over the purchase price paid for acquisitions occurring subsequent to July 1, 2001 and the
full recognition of existing unamortized deferred credits on January 1, 2002. See note 1 on page F-20.

0]

Includes outstanding options and warrants to acquire common shares.

OTHER DATA

In analyzing our results at OneBeacon, we use a trade ratio, which is a modified statutory combined ratio. A statutory combined ratio is
calculated by adding (i) the ratio of incurred loss and loss adjustment expenses to premiums earned (the "loss ratio") and (ii) the ratio of
commissions, premium taxes and other underwriting expenses, including general and administrative expenses, to premiums written (the
"expense ratio"). To calculate the trade ratio we modify the expense ratio by dividing other underwriting expenses, including general and
administrative expenses, by earned premiums rather than written premiums. We believe the trade ratio is the best measure of the current
profitability of OneBeacon's businesses because in a period of significant change in premium volumes it relates the cost of producing the
business to premiums written and the cost of operating the business to premiums earned. Because other underwriting expenses, including general
and administrative expenses, are generally a smaller proportion of expenses at Folksamerica than at OneBeacon, we do not use a trade ratio to
evaluate Folksamerica's business.

Year Ended Three Months
December 31, Ended March 31,
2001 2002

OneBeacon

Loss and loss adjustment expense ratio 88%(a) 76%

Underwriting expense ratio 32% 33%

Trade ratio 120% 109%
Folksamerica

Loss and loss adjustment expense ratio 91%(a) 70%

Underwriting expense ratio 34% 32%

Statutory combined ratio 125% 102%

Adjustments to combined ratio (b) (7% 3)%

Adjusted combined ratio 118% 99%
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Year Ended Three Months
December 31, Ended March 31,
2001 2002

(@)
Includes the impact of the September 11 terrorist attacks of $105 million (3%) for OneBeacon and $25 million (6%) for Folksamerica.

(b)
Adjusted for Folksamerica's retroactive reinsurance that is not reflected in the statutory combined ratio. See "Management's
Discussion and Analysis of Financial Condition and Results of Operations-Folksamerica."
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RISK FACTORS

You should carefully consider each of the following risks and all of the other information set forth in this prospectus before deciding to
invest in our common shares. If any of the following risks and uncertainties develop into actual events, our business, financial condition or
results of operations could be materially adversely affected. In such case, the trading price of our common shares could decline, and you may
lose all or part of your investment.

Risks Relating to Our Business

Unpredictable catastrophic events, such as the September 11, 2001 terrorist attacks, could adversely affect our financial condition or
results of operations.

We write insurance and reinsurance policies that cover catastrophic events. Our policies cover unpredictable natural and other disasters,
such as hurricanes, windstorms, earthquakes, floods, fires and explosions. Claims from catastrophic events, particularly those occurring in the
Northeastern United States, could reduce our earnings and cause substantial volatility in our financial results for any fiscal quarter or year and
adversely affect our financial condition or results of operations. For example, our pretax gross losses associated with the September 11 terrorist
attacks were approximately $352 million, $130 million net of reinsurance. Our ability to write new insurance and reinsurance policies could also
be impacted. We believe that increases in the value of insured property and the effects of inflation may increase the severity of claims from
catastrophic events in the future.

Our loss reserves may be inadequate to cover our ultimate liability for losses and as a result our financial results could be adversely
affected.

We are required to maintain adequate reserves to cover our estimated ultimate liabilities for loss and loss adjustment expenses. These
reserves are estimates based on actuarial and statistical projections of what we believe the settlement and administration of claims will cost
based on facts and circumstances then known to us. Because of the uncertainties that surround estimating loss reserves, we cannot be certain that
our reserves are adequate and actual claims and claim expenses paid might exceed our reserves. If our reserves are insufficient to cover our
actual loss and loss adjustment expenses, we would have to strengthen our reserves and incur charges to our earnings. These charges could be
material.

At the time we acquired OneBeacon, we determined that its loss reserves related to asbestos and environmental liabilities were inadequate.
In connection with our acquisition of OneBeacon, OneBeacon acquired full risk transfer coverage from National Indemnity Company, under
which National Indemnity Company assumes substantially all liability for losses up to $2.5 billion (net of reinsurance) in old asbestos and
environmental claims, and, as of March 31, 2002, it has exhausted approximately $1.8 billion of this coverage. Our reserves for asbestos and
environmental losses as of March 31, 2002 represent management's best estimate of our ultimate liability based on information available as of
such date. However, as case law expands, OneBeacon may be subject to asbestos and environmental losses beyond amounts intended when
policies were originally written. We cannot reasonably estimate at the present time loss reserve additions arising from any such future
unfavorable case law interpretations and we cannot be sure that our allocated loss reserves, plus our remaining capacity under the National
Indemnity cover, will be sufficient to cover additional liability arising from unfavorable developments in case law.

10
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We may not be successful in achieving the intended benefits of the OneBeacon acquisition.

We recently completed the acquisition of OneBeacon, which significantly changed the operations of our company. Risks associated with
this acquisition include the following:
We may have difficulty improving the acquired operations and products. The process of improving the acquired operations

may result in unexpected operating difficulties and may require significant management attention and additional resources.

11

We may fail to achieve our targeted returns. We cannot be sure that our expected returns will be achieved and such failure
may adversely affect our business, financial condition, results of operations and cash flows.

We may discover further instances of inadequate reserves and other adverse situations while enhancing OneBeacon's
information systems. OneBeacon needs to improve its management information systems. We cannot be sure that the
increased reserves taken and reinsurance coverage acquired in connection with the acquisition will be sufficient to address
issues revealed as we continue to enhance management information systems and procedures.

OneBeacon's existing book of business is shrinking, and we may incur significant expenses associated with further business
rationalization. Substantial lines of business, accounts and agents have been eliminated at OneBeacon and we continue to
evaluate remaining specific accounts and agency relationships.

The acquisition of OneBeacon has diverted the attention and resources of our management team. The acquisition and
integration of OneBeacon has required and will continue to require a significant commitment of time and resources from our
management team. This commitment may adversely affect the operations and performance of our other businesses.

We have replaced OneBeacon's senior management team. OneBeacon's future operating performance is heavily dependent
on its new senior management team. The new senior managers at OneBeacon have not worked together as a group and it is
possible that it will take some time for them to develop an efficient working relationship. Our overall operating and financial
results will be adversely affected if they fail to quickly develop such relationships.

Our significant debt and debt service obligations could adversely affect our business.

We have significant amounts of outstanding indebtedness. As of May 31, 2002, we had approximately $1.1 billion of indebtedness
outstanding, $410 million of which is due on or before June 30, 2004. Of this amount due on or before June 30, 2004, $260 million is due under
the Seller Note.

Our ability to meet our expenses and debt obligations will depend on our future performance, which will be affected by financial, business,
economic and other factors. We will not be able to control many of these factors, such as economic conditions and governmental regulation. We
cannot be certain that our earnings will be sufficient to allow us to pay the principal and interest on our debt and meet our other obligations. If
we do not have enough cash, we may be required to refinance all or part of our existing debt, sell assets, borrow more cash or sell equity. We
cannot assure you that we will be able to accomplish any of these alternatives on terms acceptable to us, if at all. Our obligations under our
primary credit facility are secured by a pledge of all of the assets of OneBeacon and Fund American Companies, Inc., including the capital stock
of their direct insurance company subsidiaries and of their non-insurance company subsidiaries (other than A.W.G. Dewar).

We and our subsidiaries will be able to incur substantial additional indebtedness in the future. To the extent new debt and other obligations
are added to our and our subsidiaries' currently anticipated debt levels, the substantial risks described in this paragraph would increase.

We are an insurance holding company with no direct operations and our insurance subsidiaries’ ability to pay dividends to us is
restricted by law.

11
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As a holding company with no direct operations and whose only significant assets are the capital stock of our subsidiaries, we rely on
investment income, cash dividends and other permitted payments from our subsidiaries to pay dividends on our common shares and other
expenses. Our subsidiaries may not be able to generate cash flow sufficient to pay a dividend or distribute funds to us. In addition, applicable
state law that regulates the payment of dividends by our insurance subsidiaries and certain contractual restrictions, including restrictions in the
debt instruments of our subsidiaries, could prohibit such dividends or
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distributions. Under the insurance laws of the jurisdictions in which our insurance subsidiaries are domiciled, an insurer is restricted with respect
to the timing or the amount of dividends it may pay without prior approval by regulatory authorities. In a given calendar year, our insurance
subsidiaries can generally dividend without prior regulatory approval up to the greater of 10% of their statutory surplus at the beginning of the
year or the prior year's statutory net income, subject to the availability of unassigned funds (the statutory accounting equivalent of retained
earnings). Larger dividends can be paid only upon regulatory approval. If our subsidiaries cannot pay dividends, we may be unable to pay
dividends on our common shares.

Of our total indebtedness outstanding at March 31, 2002, $5 million was a direct liability of White Mountains Insurance Group Ltd. We
believe we have sufficient cash and expected dividends from our subsidiaries to service our debt. As of March 31, 2002 we had approximately
$112 million of cash and short term investments outside of our insurance subsidiaries. Further, our insurance subsidiaries have the ability to pay
dividends of $236 million in 2002 without prior approval of regulatory authorities.

We may not be able to successfully alleviate risk through reinsurance and retrocessional arrangements.

We attempt to limit our risk of loss through reinsurance and retrocessional arrangements. Retrocessional arrangements refer to reinsurance
purchased by a reinsurer to cover its own risks assumed from primary ceding companies. The availability and cost of reinsurance and
retrocessional protection is subject to market conditions, which are outside of our control. As a result, we may not be able to successfully
alleviate risk through these arrangements. In particular, the recent hardening of the reinsurance market has led to increased prices or less
favorable terms, and in some cases, both, during the renewal of some of our existing reinsurance arrangements. In addition, we are subject to
credit risk with respect to our reinsurance and retrocessions because the ceding of risk to other insurance enterprises and reinsurers does not
relieve us of our liability to our policyholders or ceding companies. We also may experience difficulties in the future in recovering material
reinsurance receivables under our reinsurance and retrocessional arrangements if one or more of our reinsurers suffer financial deterioration. A
number of reinsurers in the industry experienced such deterioration in the aftermath of the September 11 attacks. It is possible that one or more
of our reinsurers will be significantly adversely affected by future significant loss events.

The property and casualty insurance and reinsurance industry is highly competitive and we may not be able to compete effectively in the
future.

The property and casualty insurance industry is highly competitive and has experienced severe price competition over the last several years.
OneBeacon competes with numerous international and domestic insurance companies in our core regions including Travelers Insurance Group,
Zurich Insurance Group, Selective Insurance Group, Hanover Insurance Company and Liberty Insurance Group. Some of these competitors have
greater financial resources than we do and have established long-term and continuing business relationships throughout the industry, which can
be a significant competitive advantage. As of December 31, 2000, the most recent year for which market share statistics are available,
OneBeacon's market share in its core 8 territories was 4% and 5% in personal and commercial lines of business, respectively. During this period,
OneBeacon's competitors identified above had a combined market share of 15% and 19% in personal and commercial lines of business,
respectively. In 2001, OneBeacon's re-underwriting and pricing initiatives led to the reduction of its net written premium in its core 8 territories
by 11%, which we expect had an adverse impact on our market share. If we are unable to maintain our competitive position, our business may be
adversely affected and we may not be able to compete effectively in the future.

The property and casualty reinsurance industry is also highly competitive. In addition, substantial new capital and competitors have entered
the market in recent months, and we expect to face further competition in the future. There are 20 U.S.-based broker-market reinsurance
companies that report operating data to the Reinsurance Association of America. Based on surplus size as of December 31, 2001, Folksamerica
is the fourth largest of these companies. Additionally, there are reinsurance divisions or
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departments of four U.S.-based insurers that, while not separate reinsurance companies, participate in the U.S. broker reinsurance market.
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Across all lines of business, Folksamerica competes with all of the larger broker-market reinsurance companies. The companies or divisions
with the largest portion of gross premiums in 2001 were: Transatlantic Reinsurance Company (12%), Everest Reinsurance Company (10%) and
St. Paul Re (8%). Folksamerica wrote approximately 4% of gross premiums written by all broker-market reinsurance companies and reinsurance
divisions of insurance companies in 2001.

Inadequate premium rates for property and casualty insurance and reinsurance could adversely affect our results.

Premium rates for property and casualty insurance and reinsurance are influenced by factors that are outside of our control, including
market and competitive conditions, regulatory issues and claims inflation. Any significant decrease in the rates we can charge for property and
casualty insurance or reinsurance would adversely affect our results. Until recently, the property and casualty insurance and reinsurance industry
had experienced a prolonged period of downward pressure on prices caused by excess underwriting capacity and intense competition.

By 1998 and 1999, competitive factors had resulted in inadequate premium, which caused disappointing underwriting results as evidenced
by combined ratios for the U.S. property and casualty industry of 106% and 108% for 1998 and 1999, respectively, and combined ratios for the
U.S. reinsurance industry of 104% and 114% for 1998 and 1999, respectively, according to A.M. Best Company with respect to property and
casualty and RIA with respect to reinsurance. During 2000, OneBeacon and Folksamerica were able to achieve modest rate increases although
such increases, particularly with respect to OneBeacon, were not sufficient to adequately improve unsatisfactory underwriting results to any
significant extent. During 2000, OneBeacon's operations in eight core states achieved aggregate rate increases of approximately 8%, 2% and 1%
in its commercial, personal auto and personal homeowners lines, respectively, while Folksamerica's reinsurance operations experienced overall
rate increases of approximately 8%.

During 2001, OneBeacon's operations in eight core states achieved aggregate rate increases of approximately 16%, 4% and 7% in its
commercial, personal auto and personal homeowners lines, respectively, while Folksamerica's reinsurance operations achieved overall rate
increases of approximately 15%. During the first half of 2002, OneBeacon's operations in eight core states achieved aggregate rate increases of
approximately 22% for commercial lines and approximately 6% and 7% in its personal auto and personal homeowners lines, respectively, and
Folksamerica's reinsurance operations achieved aggregate rate increases of approximately 35%.

Despite the fact that the premium rates we achieved during 2001 and 2002 are significantly improved over those achieved in prior years, an
increase in competitive factors resulting from additional capital entering into the property and casualty insurance and reinsurance markets may
cause current favorable pricing trends to reverse. Any resulting increase in competition could affect our ability to attract or retain business or to
write business at premium rates sufficient to cover costs. Further, we believe that a number of large market segments are still priced below
adequate rate levels and we cannot assure you that adequate rate increases can be achieved in those segments.

We may not maintain a favorable financial strength rating which could adversely affect our ability to conduct business.

Third party rating agencies assess and rate the claims-paying ability of insurers and reinsurers. These financial strength ratings are used by
insurers and reinsurers and insurance and reinsurance intermediaries as an important means of assessing the financial strength and quality of
insurers and reinsurers. In addition, the rating of a company purchasing reinsurance may be adversely affected by an unfavorable rating or the

lack of a rating of its reinsurer. These ratings are based upon criteria established by the rating
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agencies. Some of the criteria relate to general economic conditions and other circumstances outside the rated company's control. Periodically
the rating agencies evaluate us to confirm that we continue to meet the criteria of the ratings previously assigned to us. The financial strength
ratings assigned by rating agencies to insurance or reinsurance companies are based upon factors relevant to policyholders and are not directed
toward the protection of investors. Financial strength ratings by rating agencies are not ratings of securities or recommendations to buy, hold, or
sell any security and may be withdrawn or revised at any time at the discretion of the assigning agency. OneBeacon and Folksamerica are rated
"A" (Excellent) and "A-" (Excellent), respectively for financial strength by A.M. Best Company and have not been rated lower than these levels
during the past five years. A downgrade or withdrawal of either of our ratings could severely limit or prevent us from writing any new insurance
or reinsurance policies.

Our financial results may be adversely affected by Liberty Mutual's performance with respect to the transferred and renewed policies
resulting from the Liberty Mutual transaction.

Over the next two years, the underwriting results and cash flows of the renewed policies pursuant to the Liberty Mutual transaction will be
shared between Liberty Mutual and OneBeacon. Reinsurance agreements pro-rate results so that OneBeacon assumes approximately two thirds
of the underwriting results in the first year, one third in the second year and zero thereafter. Liberty Mutual will perform all re-underwriting and
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claims processing with respect to the transferred and renewed policies. Although OneBeacon has established procedures to monitor the
sufficiency of these activities, there can be no assurance that these functions will be performed to the same standard as would be applied by
OneBeacon or that underwriting results will be adequate.

Regulation may restrict our ability to operate.

The insurance and reinsurance industries are subject to extensive regulation under U.S. federal, state and foreign laws. Governmental
agencies have broad administrative power to regulate many aspects of the insurance business, which include premium rates, marketing practices,
advertising, policy forms and capital adequacy. These agencies are concerned primarily with the protection of policyholders rather than
shareholders. Insurance laws and regulations impose restrictions on the amount and type of investments, prescribe solvency standards that must
be met and maintained and require the maintenance of reserves. In addition, state insurance holding company statutes generally require prior
approval of changes of control of an insurer or its holding company.

Mandated market mechanisms may require us to underwrite policies with a higher risk of loss.

Our insurance and reinsurance operations are often required to directly or indirectly participate in mandatory shared market mechanisms,
principally in the states of Massachusetts, New Jersey and New York. These mechanisms typically require insurers to accept applications for
insurance policies by individuals who are unable to obtain insurance in the voluntary market. For the year ended December 31, 2001,
approximately 2% of OneBeacon's net written premium related to its participation in mandatory shared market mechanisms. Underwriting
results related to assigned risk plans are typically adverse and, as a result, we underwrite some policies with a higher risk of loss than we would
normally accept. For 2001, OneBeacon's net written premium from participation in mandatory shared market mechanisms generated a loss ratio
in excess of 100%. In connection with the OneBeacon acquisition, we established reserves related to the New York assigned risk program in the
amount of $110.0 million. This liability was $126.5 million as of March 31, 2002. Our participation in assigned risk plans may result in greater
liabilities than we anticipate and could adversely affect our results.

Our investment portfolio may suffer reduced returns or losses which could adversely affect our results.

Investment returns are an important part of our overall profitability, and fluctuations in the fixed income or equity markets could impair our
profitability, financial condition or cash flows. A significant period of time normally elapses between the receipt of insurance premiums and the
disbursement of insurance claims. During this time, we generate investment income, consisting primarily of interest earned
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on fixed maturity investments and dividends earned on equity securities, by investing our capital as well as insurance premiums allocated to
support unpaid loss and loss adjustment expense reserves. We also generate investment gains and losses from sales of securities from our
investment portfolio. The investment income and fair market value of our investment portfolio are affected by general economic and market
conditions, including fluctuations in interest rates and volatility in the stock market. These conditions are outside of our control and could
adversely affect the value of our investments and our results.

We depend on our key personnel to manage our business effectively and they may be difficult to replace.

Our performance substantially depends on the efforts and abilities of our management team and other executive officers and key
employees. Furthermore, much of our competitive advantage is based on the expertise, experience and know-how of our key management
personnel, which includes Jack Byrne, Ray Barrette, John Cavoores, Steve Fass, John Gillespie and Tom Kemp. We do not have fixed term
employment agreements with any of these key employees and the loss of one or more of these key employees could have a negative effect on
our business, revenues, results of operations and financial condition. Our success also depends on the ability to hire and retain additional
personnel. Difficulty in hiring or retaining personnel could adversely affect our future operating performance.

Potential U.S. federal tax law changes could increase our effective tax rate or could have other adverse effects on our business.

Various legislative proposals have been introduced in the U.S. Congress that, if enacted, would reduce or eliminate the tax advantages of
"corporate inversion" transactions, which typically involve a U.S. corporation changing its legal structure so that it becomes organized in a
low-tax jurisdiction, such as Bermuda. One such proposal was recently approved by the Senate Finance Committee. Certain proposed
legislation, if enacted, could cause Bermuda-based foreign corporations to be taxed as U.S. corporations or could have other adverse tax effects
intended to deter these transactions. In October 1999, we completed a corporate reorganization that changed our domicile from Delaware to
Bermuda. Certain proposed legislation, if enacted, would be applicable to us and could result in an increase in our effective tax rate, the
imposition of U.S. withholding taxes on any dividend distribution by us to our non-U.S. shareholders or other adverse tax effects.
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Risks Relating to the Offering
Substantial sales of our common shares could cause our share price to decline.

Although there have not been any sales of substantial numbers of our common shares in recent years, if our existing shareholders sell a
large number of our common shares or the public market perceives that existing shareholders might sell common shares, the market price of our
common shares could significantly decline. All of the shares offered by this prospectus will be freely tradable without restriction or further
registration under the federal securities laws unless purchased by an "affiliate" as that term is defined under the Securities Act. On the date of
this prospectus, approximately 3,063,983 common shares, or 37% of our outstanding common shares, will be subject to lock up agreements and
may be sold 90 days after the date of this prospectus.
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Our share price may decline in the future, resulting in substantial losses for investors purchasing common shares in this offering.
Investors may not be able to resell their shares at or above the price to the public.

The trading price of our common shares may decline in the future. The table on page 22 of this prospectus illustrates the volatility of the
trading price of our common shares. Many factors may contribute to a decline in the trading price of our common shares, including, but not
limited to:

quarterly earnings results that are below the published expectations of financial analysts, which could result from our
management's focus on growth in value per share in preference to alternative measures of financial and operating
performance such as growth in revenues, quarterly earnings and market share;

changes in marketing, pricing and sales strategies or development of new products by us or our competitors;

changes in domestic or foreign governmental regulations;

variations in our results of operations;

perceptions about market conditions in the property and casualty and reinsurance industry; and

general economic and market conditions.

Moreover, the possibility exists that the stock market could experience extreme price and volume fluctuations unrelated to our operating
performance. Such volatility makes it difficult to ascribe a stable valuation to a shareholder's holdings of our common shares.

Our relatively low trading volume may limit your ability to sell your shares.

Although our common shares are listed on the New York Stock Exchange, on many days in recent months the daily trading volume for our
common shares was less than 10,000 shares. As a result, you may have difficulty selling a large number of our common shares in the manner or
at a price which would be attainable if our common shares were more actively traded.

We have the right to issue common shares to settle the Seller Note which could have an adverse effect on our tangible book value per
share as compared with settling the Seller Note with cash.

The Seller Note was issued in connection with our acquisition of OneBeacon and we intend to use up to $283 million of the net proceeds of
this offering together with available cash to pay amounts due in respect of the outstanding principal and interest on the Seller Note. As of
May 31, 2002, the outstanding principal and interest on the Seller Note was approximately $276 million. The terms of the Seller Note permit us,
at our option, to settle all or part of the outstanding principal and interest on the Seller Note with common shares valued at $245.00 per common
share. While it is not our intention to settle the Seller Note by issuing common shares, if we were to exercise this option to pay the full amount of
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the Seller Note, we would issue an additional 1,126,326 common shares based on the outstanding amount as of May 31, 2002, which would have
an aggregate market value, based on the July 16, 2002 closing price of $304.00 per share, of $342 million; or approximately $66 million more
than we would have to pay to settle the Seller Note in cash. Such issuance could have an adverse affect on the price of our common shares. If we
were to issue 1,126,326 common shares valued at $245.00 per common share, rather than at the July 16, 2002 closing price of $304.00 per
common share, to satisfy the outstanding principal and interest under the Seller Note, our March 31, 2002 tangible book value per common share
would increase by only $2.33 per common share, rather than by $8.27 per common share at the higher current market price. Thus, current
shareholders would suffer an adverse effect of $5.94 on tangible book value per common share. These figures do not take into account any
shares issued in connection with this offering.
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Some aspects of our corporate structure and regulatory environment may discourage third party takeovers and other transactions.

Some provisions of our memorandum of continuance and of our bye-laws have the effect of making more difficult or discouraging
unsolicited takeover bids from third parties. In particular, our bye-laws limit the voting rights of any person (subject to certain exceptions) who
owns 10% or more of our common shares to 9.9%. The primary purpose of this restriction is to reduce the likelihood that we will be deemed a
"controlled foreign corporation" within the meaning of the Internal Revenue Code for U.S. federal income tax purposes. However, this limit may
also have the effect of deterring purchases of large blocks of common shares or proposals to acquire us, even if some or a majority of our
shareholders might deem these purchases or acquisition proposals to be in their best interests.

In addition, our bye-laws provide for:

a classified board of directors, the size of which is fixed and whose members may not be removed by our shareholders;

restrictions on the ability of shareholders to nominate persons to serve as directors, submit resolutions to a shareholder vote
and requisition special general meetings;

a large number of authorized but unissued shares the issuance of which may be authorized by the board without further
shareholder action; and

a 75% shareholder vote to amend, repeal or adopt any provision inconsistent with several provisions of the bye-laws.

These bye-law provisions make it more difficult to acquire control of us by means of a tender offer, open market purchase, a proxy fight or
otherwise. These provisions are designed to encourage persons seeking to acquire control of us to negotiate with our directors, which we believe
would generally best serve the interests of our shareholders. However, these provisions could have the effect of discouraging a prospective
acquiror from making a tender offer or otherwise attempting to obtain control of us.

Because we are an insurance holding company, the domiciliary states of our insurance subsidiaries impose regulatory application and
approval requirements on acquisitions of our common shares which may be deemed to confer control over those subsidiaries, as that concept is
defined under the applicable state laws. Acquisition of as little as 10% of our common shares may be deemed to confer control under the
insurance laws of some jurisdictions, and the application process for approval can be extensive and time consuming.

To the extent these provisions discourage takeover attempts, they could deprive shareholders of opportunities to realize takeover premiums
for their common shares or could depress the market price of the common shares.

Differences in corporate law between Bermuda and the United States may afford less protection to holders of our common shares.

Holders of our common shares may have more difficulty in protecting their interests than would shareholders of a corporation incorporated
in a jurisdiction of the United States. We are a Bermuda company and, accordingly, are governed by the Companies Act 1981 of Bermuda which
differs in certain material respects from laws generally applicable to U.S. corporations and shareholders, including:
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Interested director transactions. Our bye-laws generally allow us to enter into any transaction or arrangement in which any
of our directors have an interest. Directors may also participate in a board vote approving a transaction or arrangement in
which they have an interest, so long as they, prior to any such vote, have disclosed that interest. U.S. companies are
generally required to obtain the approval of a majority of disinterested directors or the approval of shareholders before
entering into any transaction or arrangement in which any of their directors have an interest, unless the
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transaction or arrangement is fair to the company at the time it is authorized by the company's board or shareholders.

Business combinations with interested shareholders. U.S. companies in general may not enter into business combinations
with interested shareholders, namely certain large shareholders and affiliates, unless the business combination had been
approved by the board in advance or by a supermajority of shareholders or the business combination meets specified
conditions. There is no similar law in Bermuda. However, our bye-laws do limit the opportunities for such business
combinations.

Shareholder suits. The circumstances in which a shareholder may bring a derivative action in Bermuda are significantly
more limited than in the United States. In general, under Bermuda law, derivative actions are permitted only when the act
complained of is alleged to be beyond the corporate power of the company, is illegal or would result in the violation of the
company's memorandum of association or bye-laws. In addition, Bermuda courts would consider permitting a derivative
action for acts that are alleged to constitute a fraud against the minority shareholders or, for instance, acts that require the
approval of a greater percentage of the company's shareholders than those who actually approved them.

Limitations on directors’ liability. Our bye-laws provide that each shareholder agrees to waive any claim or right of action
he or she may have, whether individually or in the right of the company, against any director, except with respect to claims
or rights of action arising out of the fraud or dishonesty of a director. In general, U.S. companies may limit the personal
liability of their directors as long as they acted in good faith and without knowing violation of law.

Investors may encounter difficulties in service of process and enforcement of judgments against us in the United States.

We are a Bermuda company and some of our officers and directors are residents of various jurisdictions outside the United States. A
substantial portion of our and their assets are located outside of the United States. It may be difficult for you to effect service of process within
the United States on our directors, officers and experts who reside outside the United States or to recover against those parties on judgments of
U.S. courts predicated upon civil liabilities under the U.S. federal securities laws.
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SPECIAL NOTE ON FORWARD-LOOKING STATEMENTS

This prospectus includes "forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of
the Securities Exchange Act of 1934. All statements, other than statements of historical facts, included or incorporated by reference in this
prospectus which address activities, events or developments which we expect or anticipate will or may occur in the future are forward-looking
statements. The words "believe," "intend," "expect," "anticipate," "project," "estimate," "predict" and similar expressions are also intended to

identify forward-looking statements. These forward-looking statements include, among others, statements with respect to our:

"o "o "o "o

growth in tangible book value per share or return on equity;

business strategy;
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financial and operating targets or plans;

incurred losses and the adequacy of our loss and loss adjustment expense reserves;

projections of revenues, income (or loss), earnings (or loss) per share, dividends, market share or other financial forecasts;

expansion and growth of our business and operations; and

future capital expenditures.

These statements are based on certain assumptions and analyses made by us in light of our experience and perception of historical trends,
current conditions and expected future developments, as well as other factors we believe are appropriate in the circumstances. However, whether
actual results and developments will conform with our expectations and predictions is subject to a number of risks and uncertainties that could
cause actual results to differ materially from our expectations, including:

the risk factors discussed in this prospectus and in the documents we incorporate by reference;

the continued availability of capital and financing;

general economic, market or business conditions;

the acquisition and other business opportunities (or lack thereof) that may be presented to and pursued by us;

competitive forces, including the conduct of other property and casualty insurers and reinsurers;

changes in domestic or foreign laws or regulations applicable to us, our competitors or our clients;

an economic downturn or other economic conditions adversely affecting our financial position;

loss reserves established by us subsequently proving to have been inadequate; and

other factors, most of which are beyond our control.

Consequently, all of the forward-looking statements made in this prospectus are qualified by these cautionary statements, and there can be
no assurance that the actual results or developments anticipated by us will be realized or, even if substantially realized, that they will have the
expected consequences to, or effects on, us or our business or operations. We assume no obligation to update publicly any such forward-looking
statements, whether as a result of new information, future events or otherwise.
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INFORMATION ABOUT THIS PROSPECTUS

You should rely only on the information contained in or incorporated by reference in this prospectus. We have not authorized anyone to
provide you with information different from that contained in or incorporated by reference in this prospectus. We are offering to sell, and
seeking offers to buy, common shares only in jurisdictions where offers and sales are permitted. The information contained in or incorporated by
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reference in this prospectus is accurate only as of the date of this prospectus, regardless of the time of delivery of this prospectus or any sale of

the common shares. Unless otherwise indicated or the context otherwise requires, references in this prospectus to "White Mountains," "we,"

our," "us" or the "company" refer to White Mountains Insurance Group, Ltd. and its direct and indirect subsidiaries and references to "common
shares" refers to common shares of White Mountains Insurance Group, Ltd., par value $1.00 per share.
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USE OF PROCEEDS

We estimate that we will receive net proceeds from this offering of approximately $289 million ($332 million if the over-allotment option
is exercised in full), after deducting the underwriting discounts and commissions and estimated offering expenses we will pay. We intend to use
up to $283 million of the net proceeds of the offering together with available cash to pay amounts due in respect of the outstanding principal and
interest on the Seller Note issued in connection with the acquisition of OneBeacon. As of May 31, 2002, we owed $260 million of principal and
approximately $16 million of accrued interest under the Seller Note, which matures on November 29, 2002. The Seller Note bears interest at a
variable rate which is currently set at 5.1% per annum. The Seller Note may also, at our option, be settled with common shares valued at $245.00
per share, although we do not intend to exercise this option. We will use the balance of the net proceeds of the offering for general corporate
purposes, including possible acquisitions.

We will not receive any proceeds from the sale of common shares in this offering by the selling shareholder.

PRICE RANGE OF COMMON SHARES

Our common shares are quoted on the New York Stock Exchange under the symbol "WTM." The following table presents, for the periods
indicated, the daily high and low sale prices per common share as reported on the New York Stock Exchange.

High Low

2000:

First quarter $ 13836 $ 101.68

Second quarter 165.72 125.02

Third quarter 291.79 155.00

Fourth quarter 319.99 233.53
2001:

First quarter $ 32850 $ 285.04

Second quarter 392.00 302.01

Third quarter 377.99 305.05

Fourth quarter 372.99 328.01
2002:

First quarter $ 35696 $ 325.03

Second quarter 379.50 316.50

Third quarter (through July 16, 2002) 325.90 304.00

On July 16, 2002, the reported last sale price of our common shares on the New York Stock Exchange was $304.00 per share. As of
June 28, 2002, there were approximately 490 holders of record of our common shares.

DIVIDEND POLICY

In 1999 and the first three quarters of 2000, we paid a dividend of $.40 per share each calender quarter. Since 2001, in accordance with our
new dividend policy, we have paid an annual dividend of $1.00 per share in the first quarter of each year. The payment of any cash dividends in
the future will be at the discretion of our board of directors. The declaration and amount of any dividends will depend on a number of factors,
including our financial condition, capital requirements, funds and dividends from operations, future business prospects and such other factors as
our board of directors may deem relevant.

19



Edgar Filing: WHITE MOUNTAINS INSURANCE GROUP LTD - Form S-3/A

22

CAPITALIZATION

The following table shows our cash and total capitalization as of March 31, 2002, (1) on an actual basis and (2) on an as adjusted basis to
give effect to our sale of 1,000,000 common shares (assuming the shares were sold at the last reported sale price on July 16, 2002 of $304.00 per
share) and the application of the net proceeds. You should read the table in conjunction with our consolidated financial statements and related

notes included elsewhere in this prospectus.

Cash and short-term investments

Debt (including current portion):
Revolving credit facility(1)
Tranche A loans
Tranche B loans
Other debt
Seller Note

Total debt

Minority interest mandatorily redeemable preferred stock of
subsidiaries

Common shareholders' equity:
Common shares at $1.00 par value per share;
50,000,000 common shares authorized;
8,284,181 common shares issued and outstanding, actual;
9,284,181 common shares issued and outstanding, as
adjusted

Paid-in-surplus
Retained earnings
Accumulated other comprehensive income (loss), after-tax

Unearned compensation restricted share awards

Total shareholders' equity

Total capitalization

Book value per common share(2)

ey

As of March 31, 2002

Actual

As Adjusted

(in millions except per share

amounts)

$ 1,604.6 $ 1,619.6
.| .|
$ 125.0 $ 125.0
255.0 255.0

396.0 396.0

40.5 40.5

260.0 0.0

1,076.5 816.5

172.7 172.7

8.3 9.3

1,104.9 1,392.5
1,001.9 1,001.9
(31.1) (31.1)
(17.4) (17.4)

2,066.6 2,355.2

$ 3,315.8 $ 3,3344
$ 221.80 $ 227.84

At March 31, 2002, we had $50.0 million of remaining availability under a $175.0 million revolving credit facility.
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@
As adjusted for the dilutive effect of outstanding options and warrants.
23
BUSINESS
General

We were originally formed as a Delaware corporation in 1980 and became a Bermuda limited liability company during 1999. In
October 1999, we completed a corporate reorganization that changed our domicile from Delaware to Bermuda (the "Redomestication"). Our
principal businesses are conducted through our subsidiaries and affiliates in the business of property and casualty insurance and reinsurance. Our
headquarters are located at Crawford House, 23 Church Street, Hamilton, Bermuda HM 11, our principal executive office is located at 28 Gates
Street, White River Junction, Vermont 05001-7066 and our registered office is located at Clarendon House, 2 Church Street, Hamilton, Bermuda
HM DX.

On June 1, 2001, we acquired OneBeacon Insurance Group LLC (together with its subsidiaries "OneBeacon") from London-based CGNU
plc ("CGNU") for $2.1 billion, of which $260.0 million consisted of a convertible note payable (the "Seller Note") with the balance paid in cash
(the "Acquisition"). OneBeacon owns several property and casualty insurance and reinsurance companies throughout the United States. These
include OneBeacon Insurance Company, National Farmers Union Property and Casualty Company ("National Farmers Union"), Houston
General Insurance Company ("Houston General"), Folksamerica Reinsurance Company (together with Folksamerica Holding Company, Inc. and
subsidiaries, "Folksamerica") and Peninsula Insurance Company ("Peninsula"). Folksamerica and Peninsula are owned by OneBeacon but are
run as separate entities, with distinct operations, management and business strategies. Folksamerica and Peninsula were contributed to
OneBeacon immediately subsequent to the Acquisition. Our consolidated results include OneBeacon's financial results for the seven month
period since the Acquisition.

On November 1, 2001, OneBeacon transferred its regional agency business, agents and operations in 42 states and the District of Columbia
to Liberty Mutual Insurance Group ("Liberty Mutual") pursuant to a renewal rights agreement (the "Renewal Rights Agreement"). This transfer
amounted to approximately $1.5 billion in written premiums, or approximately 45% of OneBeacon's total business. Service agreements are in
place to ensure a smooth transition. Over the next two years, the underwriting results and cash flows of the renewed policies will be shared
between OneBeacon and Liberty Mutual. A reinsurance agreement pro-rates results so that OneBeacon assumes approximately two-thirds and
one-third of the underwriting results corresponding to renewals in the first and second years, respectively. OneBeacon is now focused on
becoming a profitable independent agency property and casualty insurance company in the Northeast and for select specialty business on a
national basis.

OneBeacon

Headquartered in Boston, Massachusetts, OneBeacon is one of the oldest property and casualty insurers in the United States, tracing its
roots to 1831 and the Potomac Fire Insurance Company. OneBeacon's legacy includes being among the first to issue automobile policies,
honoring claims arising from the great San Francisco earthquake and the sinking of the Titanic and insuring several United States presidents.
During 1998, Commercial Union plc and General Accident plec, both UK corporations, were merged to form CGU plc. The United States
operations of these companies, General Accident Corporation of America ("General Accident") and Commercial Union Corporation
("Commercial Union"), were merged to form CGU Corporation (the "Merger"). We agreed to purchase CGU Corporation in September of 2000,
with the transaction closing on June 1, 2001. The name OneBeacon was introduced at the time of the purchase. OneBeacon is rated as "A"
(Excellent) by A.M. Best.

On June 1, 2001, we significantly improved the protection of OneBeacon's balance sheet. In connection with the Acquisition, CGNU
caused OneBeacon to purchase reinsurance contracts with two reinsurance companies rated "AAA" (Extremely Strong) by Standard & Poor's
and "A++" (Superior) by A.M. Best: a full risk-transfer cover from National Indemnity Company ("National Indemnity") for up to $2.5 billion in
old asbestos and environmental claims (the "National Indemnity Cover") and an adverse
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development cover from General Reinsurance Corporation ("General Reinsurance") for up to $400.0 million on losses occurring in years 2000
and prior (the "General Reinsurance Cover"). Additionally, certain adjustments required to be made in purchase accounting caused a reduction in
the net assets of OneBeacon's acquired balance sheet by $26.9 million ($17.4 million after taxes).

Immediately subsequent to the Acquisition, a new management team was appointed and new performance expectations established through
ongoing communication of our operating principles and long-term incentive compensation based on results. Since the Acquisition, substantial
actions have been taken to improve OneBeacon's business, including increased pricing and re-underwriting. Certain unprofitable lines of
business, accounts and agents have been eliminated. Management has also been seeking to improve the claim adjudication, settlement,
administration, reporting and processing function by increasing staffing levels in many areas and introducing programs and tools geared toward
controlling indemnity costs. Credit terms have been changed to accelerate the receipt of cash and collection of old receivables is a high priority.
Spending on major systems initiatives has been substantially scaled back to focus on delivering meaningful improvements to existing systems
while eliminating the multitude of redundant systems left over from the Merger. Significant efforts are underway to rebuild coherent
management information that has been lacking since the Merger.

OneBeacon conducts its primary personal and commercial business through independent agents in four regional operations Northern New
England, Southern New England, Upstate New York and the Metro New York/New Jersey area. Agents add value to their customers through
personal attention, coverage expertise and an understanding of local market conditions. The regional operations target personal and commercial
customers, focusing on the family account and small to mid-sized businesses. OneBeacon's objective is to underwrite only profitable business
without regard to market share, premium volume or growth. In addition to these regional operations, OneBeacon is also committed to nurturing
its select specialty businesses that focus on providing custom coverages to certain niche markets, including ocean marine, agricultural insurance,
professional liability and tuition reimbursement. Each specialty business has its own operations and appointed agents that target specific
customer groups.

Property and Casualty Insurance Overview

As a property and casualty insurance company, OneBeacon writes insurance policies in exchange for premiums paid by its customers (the
insured). An insurance policy is a contract between OneBeacon and the insured where OneBeacon agrees to pay for losses suffered by the
insured that are covered under the contract. Such contracts often are subject to subsequent legal interpretation by courts, legislative action and
arbitration. Property insurance covers the financial consequences of accidental losses to the insured's property, such as a house and the personal
property in it, or a business' building, inventory and equipment. Casualty insurance (often referred to as liability insurance) generally covers the
financial consequences of a legal liability of an individual or an organization resulting from negligent acts and omissions causing bodily injury
and/or property damage to a third party. Claims on property coverage generally are reported and settled in a relatively short period of time,
whereas those on casualty coverage can take years, even decades, to settle.

OneBeacon provides property and casualty insurance on a wide variety of coverages, including the following:
Automobile: consists of physical damage and liability coverage. Auto physical damage insurance covers loss or damage to

vehicles from collision, vandalism, fire, theft or other causes. Auto liability insurance covers bodily injury of others, damage
to their property and costs of legal defense resulting from a collision caused by the insured.

Commercial property: covers losses to a business' premises, inventory and equipment as a result of weather, fire, theft and
other causes.
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Homeowners: covers losses to an insured's home, including its contents, as a result of weather, fire, theft and other causes,
and losses resulting from liability for acts of negligence by the insured or the insured's immediate family.

Inland marine: covers property that may be in transit or held by a bailee at a fixed location, movable goods that are often
stored at different locations or property with an unusual antique or collector's value.

General liability: covers businesses for any liability resulting from bodily injury and property damage arising from its
general business operations, accidents on its premises and its products manufactured or sold.
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Umbrella: supplements existing insurance policies by covering losses from a broad range of insurance risks in excess of
coverage provided by the primary insurance policy up to a specified limit.

Workers compensation: covers an employer's liability for injuries, disability or death of employees, without regard to fault,
as prescribed by state workers compensation law and other statutes.

Ocean marine: covers losses to an insured's vessel and/or its cargo as a result of collision, fire, piracy and other perils.

OneBeacon derives substantially all of its revenues from earned premiums, investment income and net gains and losses from sales of
investment securities. Earned premiums represent premiums received from insureds, which are recognized as revenue over the period of time
during which insurance coverage is provided (i.e., ratably over the life of the policy). A significant period of time normally elapses between the
receipt of insurance premiums and the disbursement of insurance claims. During this time, investment income is generated, consisting primarily
of interest earned on fixed maturity investments and dividends earned on equity securities. Net realized investment gains and losses result from
sales of securities from OneBeacon's investment portfolio.

OneBeacon incurs a significant amount of its total expenses from policyholder losses, which are commonly referred to as "claims". In
settling policyholder losses, various loss adjustment expenses ("LAE") are incurred, such as insurance adjusters' fees and litigation expenses. In
addition, OneBeacon incurs policy acquisition expenses such as commissions paid to agents and premium taxes, and other expenses related to
the underwriting process, including salaries for professional and clerical staff.

Underwriting profit or loss is determined by subtracting losses, loss adjustment expenses, policy acquisition expenses and other
underwriting expenses from earned premiums. A key measure of relative underwriting performance is the combined ratio. An insurance
company's statutory combined ratio is calculated by adding the ratio of incurred loss and loss adjustment expenses to premiums earned (the "loss
ratio") and the ratio of commissions, premium taxes and other underwriting expenses to premiums written (the "expense ratio"). For
management purposes, OneBeacon uses a modified statutory combined ratio ("trade ratio") that divides general and administrative expenses by
earned premiums rather than written premiums. Management believes the trade ratio to be the best measure of the current profitability of
OneBeacon's businesses because it relates the cost of producing the business to premiums written and the cost of operating the business to
premiums earned. A trade ratio of 100% or less indicates an underwriting profit, while a ratio greater than 100% indicates an underwriting loss.
When considering investment income and investment gains or losses, insurance companies operating at a combined ratio of greater than 100%
can be profitable despite incurring an underwriting loss.

Lines of Business

OneBeacon writes three core lines of business consisting of personal and commercial lines in the Northeast and certain specialty lines.
Premiums from other "non-core" lines, including business assumed from Liberty Mutual in connection with the Renewal Rights Agreement and
certain non-core or runoff

26

operations will diminish significantly over the next two years as OneBeacon's obligations under the Renewal Rights Agreement decrease and
policies in run-off expire. For the twelve months ended December 31, 2001, OneBeacon's net written premiums and accident year trade ratios
(after removing the effects of the National Indemnity Cover, General Reinsurance Cover and certain other non-recurring transactions related to
the Acquisition) by line of business were as follows:

Trade Ratios for

the Year Ended
Net Written December 31, 2001
Premiums for the Trade Ratios for (excluding losses from

Net written premiums and trade ratios Year Ended the Year Ended the attacks of

by line of business ($ in millions) December 31, 2001 December 31, 2001 September 11, 2001)
Personal $ 856.9 25% 110% 110%
Commercial 690.1 20 121% 109%
Specialty 2244 6 99% 98%
Other non-core lines 1,695.5 49 125% 125%
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Trade Ratios for

the Year Ended
Net Written December 31, 2001
Premiums for the Trade Ratios for (excluding losses from
Net written premiums and trade ratios Year Ended the Year Ended the attacks of
by line of business ($ in millions) December 31, 2001 December 31, 2001 September 11, 2001)
Total accident year $ 3,466.9 100% 119% 116%
L] I

Adjust to calendar year 1% 1%
Total calendar year 120% 117%

OneBeacon's personal lines include auto, homeowners and Custom-Pac products (combination policies offering home and auto coverage
with optional umbrella, boatowners and other coverages), which for the twelve months ended December 31, 2001 represented 61%, 16% and
15%, respectively, of personal lines net written premium. OneBeacon's commercial lines include package (combination policies offering
property and liability coverage), commercial auto and workers compensation, which for the twelve months ended December 31, 2001
represented 46%, 22% and 20%, respectively, of OneBeacon's commercial lines net written premium. Specialty products principally include
ocean marine, agricultural insurance, professional liability and tuition reimbursement. Other non-core products include business assumed from
Liberty Mutual in connection with the Renewal Rights Agreement ($124.4 million), business in territories subject to the Renewal Rights
Agreement written prior to November 1, 2001 ($1,230.5 million), premiums generated from National Farmers Union ($171.9 million), national
programs and national accounts and certain other insurance products in run-off ($168.7 million).

New York Automobile Insurance Plan (""NY Auto Plan'")

The NY Auto Plan is a residual insurance market that obtains personal automobile insurance for those individuals who cannot otherwise
obtain it in the voluntary insurance market. The NY Auto Plan assigns such individuals to insurers to underwrite and service policies based on
the proportion of the automobile insurance premiums each company voluntarily wrote in New York two calendar years ago. The NY Auto Plan
allows insurers to either provide insurance coverage to these individuals or to transfer their NY Auto Plan obligation to certain other insurance
companies approved by the New York State Insurance Department. This latter process is referred to as a Limited Assigned Distribution and the
companies that assume this obligation are referred to as "Limited Assigned Distribution servicing carriers". Companies who transfer their NY
Auto Plan business pay a fee to Limited Assigned Distribution servicing carriers in addition to the policy premium.

Several of OneBeacon's insurance subsidiaries write voluntary automobile insurance in the state of New York. In doing so, they are
obligated to accept NY Auto Plan assignments during the next two years for their market share of voluntary premiums written two calendar
years ago. In connection with the Acquisition, we estimated the cost of discharging our obligations associated with NY Auto Plan assignments
resulting from voluntary business written by OneBeacon in the two-year period prior to the Acquisition and recorded a liability of
$110.0 million. Management will periodically review and adjust this
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liability in accordance with accounting principles generally accepted in the United States ("GAAP") as circumstances change within the New
York automobile insurance marketplace.

AutoOne. In the last few years, the number of individuals requiring NY Auto Plan assignments and Limited Assigned Distribution fees
have both increased significantly. In order to mitigate its own exposure to the cost of future NY Auto Plan assignments and to take advantage of
rapidly rising Limited Assigned Distribution servicing fees, in October of 2001 OneBeacon established its wholly-owned subsidiary, General
Assurance Company, to act as a Limited Assigned Distribution servicing carrier. This company, which does business as "AutoOne", has written
17 Limited Assigned Distribution contracts that are expected to result in approximately $100 million of assigned written premium with
associated servicing fees of approximately $114 million for all of 2002. OneBeacon believes that AutoOne's current business strategy will
enable it to capitalize on the significant demands for Limited Assigned Distribution services resulting from increased NY Auto Plan assignments
and improve the results of OneBeacon's overall New York automobile business by reducing its cost of obtaining Limited Assigned Distribution
services. AutoOne is operated as a separate division of OneBeacon.

Limited Assigned Distribution servicing contracts between AutoOne and other insurers are for a period of one year. Once an assigned risk
policy has been written, AutoOne is obligated to provide insurance for two more years unless the insured departs from the NY Auto Plan,
regardless of whether the Limited Assigned Distribution contract is renewed. This risk can be somewhat mitigated through (i) renewal of the
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Limited Assigned Distribution contract in the subsequent year; (ii) through "disengagement" fees due to AutoOne upon non-renewal of the
Limited Assigned Distribution servicing contract; and (iii) through utilization of various credits offered by New York to those insurers who
voluntarily provide coverage to individuals in the NY Auto Plan. To the extent that assigned risk rates are increased by New York, the resulting
additional premium, along with the Limited Assigned Distribution fee, provides for a significant profit opportunity.

OneBeacon Professional Partners

In February 2002, OneBeacon announced that it is entering the directors and officers and professional liability markets under the name
OneBeacon Professional Partners. Directors and officers coverage protects directors and officers against personal liability that may arise from
omissions or misstatements in the course of running their business. OneBeacon's target for directors and officers cover will be mid-sized public
and private companies outside of the technology sector. Professional liability insurance protects against liability that may result from negligence
or misconduct related to business operations. OneBeacon's emphasis will be medical professional liability business for small and mid-size
institutions and provider groups that require excess coverage and low limits.

OneBeacon Professional Partners' liability coverages are expected to be issued on a "claims made" basis, which means insurance that
covers losses reported during the time period when a liability policy is in effect, regardless of when the event causing the claim actually
occurred. OneBeacon Professional Partners operates as a separate division of OneBeacon, and is staffed with a team of experienced liability
insurance professionals who recently joined OneBeacon in Avon, CT.

28

Geographic Concentration

OneBeacon's gross written premiums are derived solely from business produced in the United States. The various specialty businesses
generate premiums from risks written in markets across the country. Personal and commercial lines business was produced in the following
states:

Year ended
December 31, 2001

As

Premiums by state Actual Adjusted(1)
New York 21% 39%
Massachusetts 13 24
New Jersey 7 13
Maine 5 10
Connecticut 3 5
Other 51®@ 93
Total 100% 100%

] |

(D

Adjusted to exclude premiums assumed in connection with the Renewal Rights Agreement and premiums in territories subject to the
Renewal Rights Agreement written prior to November 1, 2001.

@)

Consists of OneBeacon's premiums written in the remaining 45 states not separately listed in the table.

3

Consists of three states, Vermont, New Hampshire and Rhode Island, related to our core personal and commercial lines business.

Marketing
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OneBeacon sells its personal and commercial lines products through select independent insurance agents. OneBeacon believes that
independent agents provide complete assessments of their clients' needs, which results in appropriate coverages and true risk management.
Additionally, this independent agent distribution channel will continue to be a significant force in overall industry premium production.

In connection with the Renewal Rights Agreement, OneBeacon reduced the number of its branch offices from 38 to 13, and its total agents
from approximately 3,970 in 50 states to approximately 1,850 agents in 8 states. OneBeacon's operations are located close to its agent partners
and customers throughout the Northeast.

OneBeacon's specialty businesses are located in separate locations, logistically appropriate to their target markets. International Marine
Underwriters is headquartered in New York City and has nine branch locations located throughout the United States. Its products are distributed
through a network of select agents that specialize in the ocean marine business. Agricultural insurance has centralized operations in Lenexa,
Kansas and distributes its products through independent agencies that focus on the farm and ranch marketplace. For both of these specialty
businesses, OneBeacon leverages its knowledge about these markets to provide products and services tailored to meet customer needs.

Underwriting and Pricing

OneBeacon believes that there must be a realistic expectation of underwriting profit on all business written, and a demonstrated fulfillment
of that expectation over time. Pricing pressures can be caused by many factors such as: (1) insurance companies selling their products at less
than adequate rates, because they either underestimate ultimate claim costs or overestimate the amount of investment income they will earn on
premiums before the claims are paid; (2) insurance companies utilizing direct-response marketing
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methods versus marketing their products through independent agents; (3) competitors seeking to increase revenues and market share by reducing
the price of their products beneath levels acceptable to OneBeacon; and (4) mutual insurance companies and other insurance companies who are
willing to accept a lower return on equity on their insurance operations than our management and shareholders. Pricing levels can also be
influenced by state regulation, legislation and judicial decisions.

Following the Merger, the integration of underwriting and claims adjudication, settlement administration, reporting and processing
functions focused on expense savings brought about numerous changes in business practices and philosophy, as well as in processes and
systems. In hindsight, these changes, along with a complicated conversion of policies and claims systems, negatively impacted pricing and
underwriting and challenged claims management and reserving. These items contributed significantly to what we now know was the inadequacy
(as further discussed herein) of 1999 and prior year reserves, which was subsequently recognized in accordance with generally accepted
accounting principles in 2000 and 2001.

Since the Acquisition, OneBeacon has focused significant attention on pricing and underwriting. Commercial lines prices increased 16% in
2001 with further increases of 25% targeted for 2002. Personal lines pricing increased 5% with a goal of rate, reclassification and coverage
actions to produce a 16% increase in 2002. In addition, OneBeacon has ceased writing policies on certain historically unprofitable product lines
such as its national programs and national accounts and has reduced or eliminated writings through historically unprofitable agents. Further, as a
result of the Renewal Rights Agreement, OneBeacon is focusing its efforts on improving the ongoing operations in the Northeast, where it
believes historical results were closer to profit targets.

On November 1, 2001, Liberty Mutual assumed control over the underwriting and pricing of business subject to the Renewal Rights
Agreement. Through the related reinsurance agreement, OneBeacon assumes approximately two-thirds and one-third of Liberty Mutual's
underwriting results corresponding to renewals in the first and second years, respectively. Failure of Liberty Mutual to adequately control the
renewal underwriting and pricing of the transferred business could adversely impact the financial results of OneBeacon, as well as those of
Liberty Mutual, during the transitional reinsurance period.

Competition

Property and casualty insurance is highly competitive and extensively regulated by state insurance departments. OneBeacon competes in
the United States with numerous regional and national insurance companies, most notably Travelers Insurance Group , Zurich Insurance Group,
Liberty Insurance Group, Selective Insurance Group and Hanover Insurance Company. It is often difficult for insurance companies to
differentiate their products to consumers. The more significant competitive factors for most insurance products offered by OneBeacon are price,
product terms and claims service. OneBeacon's underwriting principles and dedication to agency distribution are unlikely to make OneBeacon
the "low cost" provider in most markets. However, as a property and casualty insurer that writes predominantly through independent agents,
OneBeacon believes that most property and casualty insurance customers value the counsel of a professional independent agent, and that its use
of independent agents is a competitive advantage over direct-response writers. OneBeacon is able to offer independent agents broader product
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offerings (including both commercial and personal lines) and greater financial strength than many smaller carriers who are its primary
competitors in the independent agent channel. As a sizable regional insurance company, OneBeacon expects that it can continue to provide
broad product offerings yet believes that its significant use of independent agents will allow OneBeacon to provide more responsive and
comprehensive service to its agents and customers. OneBeacon has nurtured close relationships with its agents thereby reinforcing doing
business on a personal level. OneBeacon is able to offer its independent agents products with terms desired by the insureds and greater financial
strength than many smaller Northeast regional carriers, and with more personalized service than larger national carriers.
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Claims

Effective claims management is a critical factor in achieving satisfactory underwriting results. Additionally, claims service is the most
important product differentiation that OneBeacon brings to its agents and insureds. OneBeacon's near-term staffing and systems plans will cause
OneBeacon to spend more on administrative claims costs to reduce overall loss costs.

Claims handling is located in various regional and local branch offices under the supervision of the Chief Claims Officer. OneBeacon
maintains an experienced staff of appraisers, medical specialists, managers, attorneys and field adjusters strategically located throughout its
operating territories. OneBeacon also maintains a special investigative unit designed to detect insurance fraud and abuse, and supports efforts by
regulatory bodies and trade associations to curtail the cost of fraud.

Pursuant to the Renewal Rights Agreement, Liberty Mutual assumed control of OneBeacon's claims offices in the regions subject to the
Renewal Rights Agreement, and will service claims from OneBeacon policies written prior to November 1, 2001 in those regions. Service
agreements were put in place in connection with the Renewal Rights Agreement through which Liberty Mutual has become a third party
administrator for those claims. OneBeacon also uses third party administrators for certain other claims, especially in the national accounts and
national programs now in run-off. Additionally, National Indemnity is handling the claims processing for claims ceded under the National
Indemnity Cover under a third party administrator agreement. OneBeacon's claims staff performs on-site claim audits of its third party
administrators to ensure the propriety of the controls and processes over claims serviced by the third party administrator on behalf of
OneBeacon.

Employees

We have brought a new management team to OneBeacon to improve operating results in the short term and established practices for
sustaining acceptable underwriting results going forward. To encourage staff to evolve toward a results-oriented culture, all OneBeacon
employees were awarded two common shares and a new performance-based compensation program was introduced for managers and key
employees. Managers now see greater emphasis on incentive compensation with payouts based on corporate and individual goal achievements.
OneBeacon supports continuous learning to achieve effectiveness and flexibility and encourages its staff to think like owners and take
accountability to effect change. In connection with the Renewal Rights Agreement and other actions, OneBeacon reduced its workforce from
approximately 7,300 to 4,200 during the past year.

Loss and Loss Adjustment Expense Reserves

OneBeacon establishes loss and loss adjustment expense reserves that are estimates of amounts needed to pay claims and related expenses
in the future for insured events that have already occurred. Loss and loss adjustment expense reserves have two components: case reserves,
which are reserves for claims that have been reported to OneBeacon, and incurred but not reported reserves for claims that have occurred but not
yet reported to OneBeacon. Case reserves are estimated based on the experience and knowledge of claims staff regarding the nature and
potential cost of each claim. OneBeacon periodically adjusts case reserves as additional information becomes known or payments are made.
OneBeacon determines its incurred but not reported reserves by considering all available information including historical patterns of paid and
reported claim experience, industry data, and changes in exposures to claims by line of business, type of insurance, limits of coverage,
reinsurance protections and other factors affecting the business.

The process of estimating loss and loss adjustment expense reserves involves a considerable degree of judgment by management. During
the claims settlement period, which may extend over a long period of time, additional facts regarding claims and trends become known which
may cause OneBeacon to adjust its estimates of the ultimate liability. Also, as noted previously, the Merger combined the claims staff of the
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two companies. Subsequent to the Merger, it became evident that General Accident had systematically depressed case reserves under the belief
that lower case reserves lead to lower settlements. In fact, it resulted in ineffective claims management and higher costs. The more conservative,
and management believes, more appropriate, Commercial Union philosophy of establishing case reserves at expected settlement amounts was
adopted in 1999. This led to significant case reserve increases which has made the estimation of reserves for incurred but not reported losses
challenging. The challenge is compounded by inconsistencies in the categorization of historical data between legacy General Accident and
Commercial Union claims systems. These inconsistencies were in claims data used primarily by the actuaries to project the ultimate loss
reserves and, as a result, made that process more difficult. They do not, however, impact our reporting of the original loss reserves and the
subsequent re-estimation of such loss reserves as presented in the 10 year tables on page 33. Management is working diligently to improve the
consistency of such data. In 2001, we asked OneBeacon's adjusters to review all large cases and attest to the case reserve adequacy. As a result
of this process, overall reserves have been increased significantly and the General Reinsurance Cover has been exhausted. Management is
reasonably confident that known cases can be ultimately settled within established reserves. However, as a result of the inherent uncertainties in
the determination of loss and loss adjustment expense reserves for property and casualty insurance companies, combined with the factors noted
above, actual loss and loss adjustment expenses may deviate, perhaps substantially, from estimates reflected in our consolidated financial
statements. Changes to prior year reserves are booked in the current accounting period in accordance with generally accepted accounting
principles.

The following table reconciles reserves determined in accordance with accounting principles and practices prescribed or permitted by
insurance statutory authorities ("Statutory") to reserves determined in accordance with generally accepted accounting principles ("GAAP") at
December 31, as follows:

1999 2000 2001
(Dollars in Millions)

Statutory reserve for loss and LAE $ 5,115.7 $ 5,730.1 $ 6,795.8
GAAP adjustments:

Reinsurance recoverable on unpaid losses and LAE 1,285.6 1,276.4 3,609.7

Other (32.5)(1) (23.8)(1) (1,980.3)(2)
GAAP reserve for loss and LAE $ 6,368.8 $ 6,982.7 $ 8,425.2

I I I

)]

Represents long-term workers compensation loss and loss adjustment expense reserve discount recorded of $47.0 million and
$42.1 million in 1999 and 2000, respectively, partially offset by incremental guaranty fund assessments required to be recorded under
GAAP.

@3]
Represents approximately $2.0 billion of reinsurance recoverables from the National Indemnity Cover and General Reinsurance
Covers noted above recorded as contra-liabilities under the statutory basis of accounting and $42.2 million in long-term workers
compensation loss and loss adjustment expense reserve discount, partially offset by incremental guaranty fund assessments required to
be recorded under GAAP.
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The following table presents the development of OneBeacon's year-end property and casualty losses for the ten-year period from 1991 to
2001. Section I of the table shows the gross and net (of reinsurance) estimated liabilities that were recorded at the end of each of the indicated
years for all current and prior year unpaid loss and loss adjustment expenses. Section II shows the re-estimate of the net liabilities made in each
succeeding year. Section III shows the cumulative net (deficiency)/redundancy representing the aggregate change in the liability from the
original balance sheet dates. Section IV shows the reconciliation of net liability re-estimated as of the end of the latest re-estimation period.
Section V shows the cumulative net liabilities paid of such previously recorded liabilities.

OneBeacon Loss and Loss Adjustment Expenses(1)
Years Ended December 31,

Dollars in
Millions 1991(2) 1992 1993 1994 1995 1996 1997 1998(3) 1999 2000 2001
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OneBeacon Loss and Loss Adjustment Expenses(1)
Years Ended December 31,

unpaid losses
and LAE:

Gross balance $
Less: reins.
recoverables

on unpaid
losses and

LAE

$ 56528 §$ 55625 §$ 55354 § 58444 § 58044 §$ 56559 §$ 69440 $ 63688 $ 6,982.7 $ 8425.2(4)

(1,392.6) (1,191.6) (1,069.8) (1,307.4) (1,260.4) (1,159.2) (1,651.9) (1,285.6) (1,276.4) (3,609.7)

$

Net balance

3,6382 § 42602 $ 43709 $ 44656 $ 4537.0 $ 45440 $ 44967 $ 5292.1 $ 50832 $ 57063 $ 4,815.5(4)

II. Net liability
re-estimated as
of:

1 year later

2 years later
3 years later
4 years later
5 years later
6 years later
7 years later
8 years later
9 years later

10 years later

3,782.7
3,904.4
3,992.2
4,147.5
4,257.6
4,356.3
5,093.6
5,080.7
5,217.2
4,276.0

4,365.9
44134
4,510.5
4,610.3
4,705.8
5,446.4
5,439.2
5,587.1
4,638.5

4,411.5
4,450.3
4,501.0
4,602.8
5,353.2
5,353.5
5,523.8
4,569.2

4,494.1
4,552.1
4,642.8
5,406.5
5,431.8
5,632.0
4,658.7

4,584.7
4,667.1
5,460.6
5,510.6
5,779.5
4,794.7

4,627.8
5,476.0
5,549.0
5,924.8
4,948.0

5,370.1
5,424.7
5,965.0
4,980.5

5,305.3
5,985.4
5,002.8

5,893.6
5,013.5

4,815.8

III. Cumulative
net
(deficiency)/
redundancy
Percent
(deficient)/
redundant

$

(637.8) $ (3783) $ (1983) $ (193.1) $ (257.7) $ (4040) $ (4838) $ 2893 § 697 $ 8905 $

(17.5)% 8.9% 4.5)% 4.3)% 5.7)% 89%  (10.8)% 5.5% 1.4% 15.6%

Iv.
Reconciliation
of net liability
re-estimated as
of the end of
the latest
re-estimation
period (see II.
above):
Gross
re-estimated
liability
Less: gross
re-estimated
reins.
recoverable

Net liability
re-estimated

V. Cumulative
net amount of
liability paid
through:

1 year later

2 years later

$ 92972 § 89846 §$ 89412 § 88402 §$ 8889.6 $ 8853.1 $ 89119 $ 88352 $ 8,677.8

(4,658.7) (4,415.4) (4,282.3) (4,045.5) (3,941.6) (3,872.6) (3,909.1) (3,821.7)  (3,862.0)

$ 46385 $ 45692 $ 4,658.7 $ 47947 $ 49480 $ 4,980.5 $ 50028 $ 50135 $ 48158

1,075.7
1,928.3

1,461.0
2,254.8

1,367.3
2,152.5

1,390.1
2,240.8

1,476.6
2,372.6

1,591.9
2,621.3

1,687.3
2,735.4

1,815.2
2,954.8

1,966.5
3,136.2

2,007.9
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OneBeacon Loss and Loss Adjustment Expenses(1)

Years Ended December 31,
3 years later  _2,438.5 2.761.5 27115 2.821.9 3.083.3 3.331.1 3.518.0 3.709.2

4 years later 2,734.0 3,135.8 3,089.5 3,328.3 3,571.3 3,872.2 4,044.0
5 years later 2,994.5 3,394.6 3,464.3 3,672.7 3,961.5 4,233.4

6 years later 3,182.3 3,693.0 3,720.2 3,978.3 42254

7 years later 3,434.1 3,882.1 3,979.3 4,186.9

8 years later 3,591.6 4,122.9 4,159.7

9 years later 3,813.0 4,283.2

10 years later ~ 3,959.9

(6))
In 1998, OneBeacon was formed as a result of a pooling of interests between Commercial Union and General Accident. All historical balances have
been restated as though the companies had been merged throughout the periods presented.

(@)
For 1991 liabilities are shown net of reinsurance recoverables, as was the accounting practice prior to the implementation of Statement of Financial
Accounting Standard ("SFAS") No. 113, "Accounting and Reporting for Reinsurance of Short-Duration and Long-Duration Contracts".

3
In 1998, OneBeacon acquired Houston General and National Farmers Union. All liabilities related to these entities have been shown from the
acquisition date forward in this table.

“

For 2001, gross and net liabilities for unpaid losses and loss adjustment expenses include $567.8 million and $244.0 million, respectively, of balances
recorded as fair value adjustments in purchase accounting. See note 2 to the Financial Statements beginning on page F-22.
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The cumulative net (deficiency)/redundancy in the table above reflects reinsurance recoverables recorded in connection with the
Acquisition under the National Indemnity Cover. This cover applies to losses incurred in 2000 and prior years. As a result, it has the effect of
significantly increasing OneBeacon's reinsurance recoverables in 2001 and reducing its reserve deficiency for each of the years presented prior
to the Acquisition, by the amount of the reserves ceded at the time their cover was purchased. See "Asbestos and Environmental Liabilities" for
a discussion of the impact of this reinsurance contract on OneBeacon's net loss and loss adjustment expense reserve position. The table presented
below represents OneBeacon's cumulative net deficiency without regard to the National Indemnity Cover.

Year ended December 31,

($ in millions) 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

Cumulative net
deficiency (1,592.9) (1,333.4) (1,153.4) (1,148.2) (1,212.8) (1,359.1) (1,438.9) (665.8) (885.4) (64.6)
Percent deficient (43.8)% (31.3)% (26.4)% 25.7)% (26.7)% (29.9% 32.00% (126)% (17.49)% (1.1)%

Asbestos and Environmental Liabilities

OneBeacon estimates its asbestos and environmental loss and loss adjustment expense liabilities based upon several factors, including facts
surrounding reported cases and exposures to claims (such as policy limits and deductibles), current law, past and projected claim activity and
past settlement values for similar claims.

Immediately prior to the Acquisition, CGNU caused OneBeacon to purchase a reinsurance contract with National Indemnity for a premium
of $1.3 billion under which OneBeacon is entitled to recover from National Indemnity up to $2.5 billion for asbestos claims arising from
business written by OneBeacon prior to 1992, environmental claims arising from business written by OneBeacon prior to 1987 and certain other
exposures, all net of other third party reinsurance recoveries. The National Indemnity Cover, which was contingent on, and occurred
contemporaneously with the Acquisition, qualifies for prospective reinsurance accounting treatment under the Emerging Issues Task Force
Technical Matter Document No. D-54 ("EITF Topic D-54") which characterizes the protection as an indemnification by the seller for increases
in the liabilities for losses and loss adjustment expenses that existed at the acquisition date.

30



Edgar Filing: WHITE MOUNTAINS INSURANCE GROUP LTD - Form S-3/A

Under the terms of the National Indemnity Cover, in addition to the reinsurance premium, National Indemnity received the benefit of
reinsurance recoverables from certain of OneBeacon's third party reinsurers in existence at the time the National Indemnity Cover was executed.
Collections received from third party reinsurance on the claims covered by the National Indemnity Cover serve to protect the $2.5 billion limit
of National Indemnity coverage for OneBeacon's benefit.

During the fourth quarter of 2001, OneBeacon increased its estimate of gross asbestos and environmental loss reserves to more
conservatively reflect the ultimate cost of settling these exposures. As a result of the National Indemnity Cover, there was no change in the net
reserve balance. OneBeacon estimates that it has exhausted approximately $1,771 million of the $2.5 billion coverage provided by the National
Indemnity Cover at December 31, 2001. To the extent OneBeacon's estimate of ultimate asbestos and environmental losses and National
Indemnity's third-party recoverables differs from actual experience, the amount of coverage remaining under the National Indemnity Cover
could be higher or lower than $729 million. OneBeacon believes that as a result the National Indemnity Cover and the reserve increase,
OneBeacon should not experience financial loss from old asbestos and environmental exposures under current coverage interpretations and has a
survival ratio in-line with industry survival ratios. A survival ratio is a company's reserves divided by its historical yearly loss payments for such
claims. This ratio measures how many more years of payments the reserves can support, assuming future yearly payments are equal to historical
yearly payments. OneBeacon's survival ratio for gross asbestos and environmental reserves, based on its average loss payments for the last year
and three years, was approximately 12.7 and 7.7, respectively, at December 31, 2001. Our reserves for asbestos and environmental losses at
December 31, 2001 represent our best estimate of our ultimate liability based on information currently available. However, as case law expands,
OneBeacon may be subject to asbestos and environmental losses beyond
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amounts intended by policy coverage. Loss reserve additions arising from any such future unfavorable case law interpretations cannot be
reasonably estimated at the present time.

Construction Defect and Mold Claims

Construction defect claims are claims that arise from coverage provided by general liability insurance. Construction defect claims typically
arise from alleged defective work performed by contractors and subcontractors in the construction of apartments, condominiums and large
developments of single family dwellings. In addition to damages arising directly from the alleged defective work, construction defect claims
often allege that the economic value of the structure has been diminished. Mold claims are claims that arise from general liability insurance and
homeowners insurance. The existence of certain airborne mold spores, resulting from moisture trapped in confined areas, has been alleged to
cause severe health and environmental hazards. OneBeacon has sought to limit its potential future exposure to construction defect and mold
claims by including exclusionary language in its insurance policies or ceasing to write business in jurisdictions where the exposure to such
claims is large. As a result, OneBeacon believes that its reserves for such liabilities are adequate. However, as case law expands, OneBeacon
may be subject to construction defect and mold loss and loss adjustment expense liabilities beyond those intended by policy coverage.
OneBeacon believes that it is unlikely that any such liabilities would have a material adverse effect on its financial condition or its cash flows.

Reinsurance Protection

In the ordinary course of its business, OneBeacon purchases reinsurance from highly rated third party reinsurers (rated "A" (Excellent) or
better by A.M. Best Company) in order to provide greater diversification of its business and minimize the financial impact of large risks or
catastrophic events.

The timing and size of catastrophe losses are unpredictable and the level of losses experienced in any year could potentially be material to
OneBeacon's operating results and financial position. Examples of catastrophes include losses caused by earthquakes, wildfires, hurricanes and
other types of storms and terrorist acts. The extent of losses caused by catastrophes is both a function of the total amount of insured exposure in
an area affected by the event and the severity of the event.

OneBeacon continually assesses and develops strategies to manage its exposure to catastrophe losses through individual risk selection, by
limiting its concentration of insurance written in catastrophe-prone areas (such as coastal regions) and through the purchase of catastrophe
reinsurance. OneBeacon has entered into a property catastrophe reinsurance program for the 2002 calendar year through a group of reinsurers,
with a $125.0 million retention for losses resulting from any single catastrophe. Property catastrophe losses from a single event in excess of
$125.0 million and up to $200.0 million are reinsured for 75% of the loss. Property catastrophe losses from a single event in excess of
$200.0 million and up to $750.0 million are reinsured for 95% of the loss. Although the $750.0 million reinsurance limit exceeds OneBeacon's
expected maximum loss from a one in 250 year Northeast windstorm, which management considers to be the largest single catastrophe risk
based on the coverage and geographic location of its insureds, the nature of storm activity and destruction can not be estimated with certainty.
OneBeacon's 2002 catastrophe reinsurance program has a reinstatement provision whereby, in the event of one loss, the coverage used can be

31



Edgar Filing: WHITE MOUNTAINS INSURANCE GROUP LTD - Form S-3/A

reinstated for an additional premium. OneBeacon also purchases reinsurance coverage for certain specific risks below $125.0 million, on either a
facultative or treaty basis, where appropriate.

In connection with the Acquisition, OneBeacon obtained the General Reinsurance Cover which provides for $570.0 million of reinsurance
protection consisting of $400.0 million of adverse development coverage on losses occurring in years 2000 and prior, and $170.0 million on
losses incurred as of the date of the Acquisition. The General Reinsurance Cover, which was contingent on, and occurred contemporaneously
with the Acquisition, qualifies for prospective reinsurance accounting treatment under EITF Topic
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D-54 which characterizes the protection as an indemnification by the seller for increases in the liabilities for losses and loss adjustment expenses
that existed at the acquisition date. During the fourth quarter of 2001, OneBeacon increased losses and loss adjustment expense reserves for
years 1999 and prior in the workers compensation, general liability, commercial multi-peril and personal and commercial automobile lines of
business. These actions exhausted the remaining protection under the General Reinsurance Cover and resulted in a $50.0 million pretax charge
in the 2001 fourth quarter to loss and loss adjustment expense.

At December 31, 2001, OneBeacon had $106.3 million of reinsurance currently recoverable on paid losses and $3,609.7 million that will
become recoverable if claims are paid in accordance with current loss reserves estimates. Reinsurance recoverables from Berkshire
Hathaway, Inc. ("Berkshire") (National Indemnity and General Reinsurance's ultimate parent) under the National Indemnity Cover and the
General Reinsurance Cover together represented 62.0% of White Mountains' total reinsurance recoverables at December 31, 2001. Because
reinsurance contracts do not relieve OneBeacon of its primary obligation to its policyholders, the financial position and solvency of OneBeacon's
reinsurers is critical to the collectibility of its reinsurance coverages. OneBeacon is selective with regard to its reinsurers, placing reinsurance
with only those reinsurers having strong financial strength ratings. OneBeacon monitors the financial strength of its reinsurers on an ongoing
basis. As a result, uncollectible amounts have not historically been significant.

Terrorism

As a result of the terrorist attacks of September 11, 2001 (the "Attacks"), OneBeacon incurred approximately $105.0 million of pretax net
losses on gross losses of approximately $248.0 million in the third quarter of 2001. A significant portion of the gross loss resulted from damage
to property in the vicinity of the World Trade Center. Our customer with the largest loss value has reopened for business.

The Attacks have had a profound impact on the United States property and casualty insurance marketplace. Prior to the Attacks, most
United States insurance companies had not explicitly contemplated the risk of substantive terrorist attacks when underwriting their policies. In
light of the Attacks, OneBeacon and other property and casualty insurance companies have sought to mitigate the risk associated with any future
terrorist attacks by seeking to exclude coverage for such losses from their policies.

Nearly all states (New York and California are two major exceptions) have approved or conditionally approved a clause in commercial
lines policies which excludes coverage for most losses resulting from biological, chemical or nuclear terrorist attacks. This clause also excludes
coverage for commercial property losses resulting from all other types of terrorist attacks exceeding $25 million and excludes coverage for
commercial liability losses if the terrorist event involves the death or serious injury of 50 or more people. In 29 states, however, the terrorist
exclusion clause does not apply to losses on commercial property arising from fire subsequent to a terrorist attack. Workers compensation
insurance and automobile insurance coverages do not currently contain terrorist exclusion clauses.

OneBeacon's 2002 property catastrophe reinsurance program does not cover personal or commercial property losses resulting from nuclear,
biological or chemical terrorist attacks and its property catastrophe program only covers 30% of commercial property losses resulting from other
types of terrorist attacks from $125.0 million to $650.0 million and 95% of such losses from $650 million to $750 million. Therefore,
OneBeacon is exposed to the extent exclusion clauses for such losses are not obtained in the direct policies it writes.

OneBeacon closely monitors its concentration of risk by geographic area and primarily writes small commercial and personal lines
business, which are unlikely to be direct targets of terrorism. As a result, OneBeacon believes its exposure to losses from future terrorist attacks
to be limited. Nonetheless, risks
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insured by OneBeacon remain exposed to future terrorist attacks and the possibility remains that any future terrorist losses could prove to be
material to our financial position and/or its cash flows.

In the months following the Attacks, legislative proposals calling for the United States government to assume losses arising from future
terrorist attacks over a certain limit have been discussed in Congress but no proposals have been enacted. White Mountains strongly supports the
enactment of responsible legislation.

Folksamerica

Folksamerica, through its wholly owned subsidiary, Folksamerica Reinsurance Company (a New York-domiciled reinsurance company), is
a multi-line broker-market reinsurer which provides reinsurance to insurers of property and casualty and accident and health risks in the United
States, Canada, Continental Europe (in 2002), Latin America and the Caribbean. Folksamerica became a consolidated subsidiary of White
Mountains during 1998. Folksamerica Reinsurance Company is rated "A-" (Excellent) by A.M. Best. During the 2000 fourth quarter and the
2001 second quarter, certain of our insurance operating subsidiaries were contributed to Folksamerica. These operations, which are described
separately under "Other Insurance and Reinsurance Operations of Folksamerica", are excluded from the following discussion of Folksamerica
unless otherwise noted.

In December 2001 Folksamerica received a $400.0 million capital contribution from OneBeacon, in the form of cash, which was provided
to increase Folksamerica's capacity to capitalize on improved pricing trends which accelerated after the Attacks. As a result, Folksamerica is
now among the largest United States-domiciled property and casualty reinsurers as measured by statutory surplus. At December 31, 2001,
Folksamerica had total assets of $3.2 billion and shareholder's equity of $910.5 million.

Folksamerica commenced writing business in 1980 as one of a host of newly formed, foreign-owned reinsurers capitalized with minimal
surplus. In 1991, recognizing that surplus size would become an increasingly important business issue, Folksamerica launched an aggressive
strategy to increase its resources and capacity through the acquisition of select broker-market reinsurance and property and casualty insurance
companies.

Since 1991, Folksamerica has acquired several other reinsurers which has served to raise Folksamerica's surplus and asset base, broaden its
skill set and contribute a number of important business relationships.

Folksamerica's acquisition strategy is to seek fundamentally sound companies whose owners are no longer committed to the business. In
these cases, the owner's lack of interest in the operations available for sale have had more to do with difficulties experienced by the owner in its
core business than problems with the operations being sold. Folksamerica's more recent acquisitions included USF Re Insurance Co. in 1999,
PCA Property & Casualty Insurance Company in 2000, substantially all the reinsurance operations of Risk Capital Reinsurance Company (the
"Risk Capital Operations") in 2000 and C-F Insurance Company in 2001. Folksamerica will continue to seek additional insurance and
reinsurance acquisitions in the future.

Reinsurance Overview

Reinsurance is an arrangement in which a reinsurance company (the "reinsurer") agrees to indemnify an insurance company (the "ceding
company") for all or a portion of the insurance risks underwritten by the ceding company under one or more insurance policies. Reinsurance can
benefit a ceding company in a number of ways, including reducing net liability exposure on individual risks, providing catastrophe protections
from large or multiple losses, stabilizing financial results and assisting in maintaining acceptable operating leverage ratios. Reinsurance can also
provide a ceding company with additional underwriting capacity by permitting it to accept larger risks and underwrite a greater number of risks
without a corresponding increase in its capital or surplus. Reinsurers may also purchase reinsurance, known as
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retrocessional reinsurance, to cover their own risks assumed from primary ceding companies. Reinsurance companies often enter into
retrocessional agreements for many of the same reasons that ceding companies enter into reinsurance agreements.

A significant period of time normally elapses between the receipt of reinsurance premiums and the payment of reinsurance claims. The
claims process generally begins upon the occurrence of an event causing an insured loss followed by: (1) the reporting of the loss by the insured
to the ceding company; (2) the reporting of the loss by the ceding company to the reinsurer; (3) the ceding company's adjustment and payment of
the loss; and (4) the payment to the ceding company by the reinsurer. During this time, reinsurance companies generate investment income,
consisting primarily of interest earned on fixed maturity investments and dividends earned on equity securities. The period of time between the
receipt of premiums and the payment of claims is typically longer for a reinsurer than for a direct insurer.
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Folksamerica writes both treaty and facultative reinsurance. Treaty reinsurance is an agreement whereby the reinsurer assumes a specified
portion or category of risk under all qualifying policies issued by the ceding company during the term of the agreement, usually one year. In the
underwriting of treaty reinsurance, the reinsurer does not evaluate each individual risk and generally accepts the original underwriting decisions
made by the ceding insurer. Folksamerica performs a comprehensive review of the underwriting, pricing, claims handling and general business
controls of all potential treaty clients prior to quoting on such arrangements. Facultative reinsurance is underwritten on a risk-by-risk basis,
which allows the reinsurer to apply its own pricing to an individual exposure. Facultative reinsurance is normally purchased by insurance
companies for individual risks not covered under reinsurance treaties or for amounts in excess of limits on risks covered under reinsurance
treaties. The majority of Folksamerica's premiums are derived from treaty reinsurance contracts both on an excess of loss and quota share basis,
which in 2001 amounted to 37.3% and 55.5% of its total gross earned premiums, respectively.

Folksamerica derives its business from a spectrum of ceding insurers including national, regional, specialty and excess and surplus lines
writers. Folksamerica determines which risks it accepts based on the anticipated underwriting results of the transaction, which are evaluated on a
variety of factors including the quality of the reinsured, the attractiveness of the reinsured's insurance rates, policy conditions and the adequacy
of the proposed reinsurance terms.

New Affiliations

Olympus Reinsurance Ltd. (""Olympus'’). In December 2001, Folksamerica negotiated a quota share retrocessional arrangement with
Olympus which is designed to increase Folksamerica's capacity to capitalize on the enhanced reinsurance fundamentals during 2002 and beyond.
A quota share retrocessional arrangement is an arrangement whereby a reinsurer assumes a predetermined proportional share of the premiums
and losses generated on specified business. Folksamerica anticipates writing additional property excess of loss business in the future as a result
of increasing prices and improving conditions. Under the quota share treaty with Olympus, effective January 1, 2002, Folksamerica will cede
75% of its short-tailed excess of loss business, mainly property and marine, to Olympus. Folksamerica receives an override commission on
premiums ceded to Olympus and expects such fees to be significant. Olympus is a Bermuda-domiciled insurance and reinsurance company that
was recently formed with an initial capitalization of more than $500.0 million to respond to the current favorable underwriting and pricing
environment in the reinsurance industry. We do not have an ownership stake in Olympus, however, certain of our directors, officers and
affiliates own approximately 5% of the common shares of Olympus Re Holdings, Ltd. ("Olympus Holdings"), Olympus's parent. Mr. Joseph S.
Steinberg, one of our directors, is Chairman of Olympus Holdings.

White Mountains Underwriting Limited. In December 2001, we formed White Mountains Underwriting Limited, an underwriting
management company domiciled in Ireland. White Mountains Underwriting Limited, a wholly owned subsidiary of White Mountains, is

expected to expand Folksamerica's access to
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international property excess of loss reinsurance business and will provide professional insurance services to both Folksamerica and Olympus.
White Mountains Underwriting Limited receives management fees and a profit commission on business placed with Folksamerica and Olympus;
such fees are expected to be significant.

Classes of Business

Business classes. Folksamerica writes three main classes of reinsurance: liability reinsurance, property reinsurance and accident and
health reinsurance, which for the year ended December 31, 2001 represented 68%, 20% and 6% of its net written premiums, respectively.

Folksamerica's net written premiums by line of business for the years ended December 31, 2001, 2000 and 1999 were as follows:

Year ended December 31,
Business class ($ in millions) 1999 2000 2001
Liability $ 1226  $ 2084 $ 310.6
Property 68.9 91.6 93.5
Accident and Health 26.4 25.1
Other 10.2 6.2 29.7
Total $ 201.7 % 3326 $ 458.9
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Year ended December 31,

Geographic Concentration

Folksamerica's net written premiums by geographic region for the years ended December 31, 2001, 2000 and 1999 were as follows:

Year Ended December 31,
Geographic region ($ in millions) 1999 2000 2001
United States $ 1722 $ 2967 $ 4083
Canada 21.0 21.6 26.6
Latin America and the Caribbean 8.5 14.3 24.0
Total $ 201.7 $ 3326 % 458.9

Marketing

Folksamerica obtains most of its reinsurance business through brokers and reinsurance intermediaries that represent the ceding company.
Folksamerica considers both the intermediary and the ceding company as its clients in any placement. Much of Folksamerica's business is
conducted with ceding companies and their management, with whom Folksamerica has developed strong business relationships over a long
period of time. The process of placing a brokered reinsurance program typically begins when a ceding company enlists the aid of a reinsurance
broker in structuring a reinsurance program. Often the ceding company and the broker will consult with one or more lead reinsurers as to the
pricing and contract terms for the reinsurance protection being sought. Once the ceding company has approved the terms quoted by the lead
reinsurer, the broker will offer participation to qualified reinsurers until the program is fully subscribed by reinsurers at terms agreed to by all
parties.

Folksamerica generally pays ceding companies a ceding commission under quota share reinsurance treaties. The ceding commission is
generally based on the ceding company's cost of acquiring the business being reinsured (commissions, premium taxes and certain miscellaneous
expenses). During the years ended December 31, 2001 and 2000, Folksamerica received no more than 10% of its gross reinsurance premiums
from any individual ceding company. Additionally, Folksamerica pays reinsurance brokers'
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commissions based on negotiated percentages of the premium it writes. These commissions, which average approximately 5% of premium,
constitute a significant portion of Folksamerica's total acquisition costs and are included in its underwriting expenses. During the years ended
December 31, 2001 and 2000, Folksamerica received approximately 54.4% and 56.4%, respectively, of its gross reinsurance premiums written
from three major reinsurance brokers as follows: (1) AON Re, Inc. 21.3% and 17.2%, respectively; (2) Benfield Blanch 17.2% and 21.6%,
respectively; and (3) Guy Carpenter 15.9% and 17.6%, respectively.

Underwriting and Pricing

Folksamerica's underwriters and pricing actuaries evaluate each underwriting submission in order to determine price. Folksamerica prices
its products by assessing the desired return on the capital needed to write a given contract and by estimating future loss and loss adjustment
expenses and investment income to be earned on net cash flow from the contract. Folksamerica will only accept contracts with a high likelihood
of generating acceptable returns on equity. Folksamerica's pricing indications are based on a number of underwriting factors including historical
results, analysis of exposure and estimates of future loss costs, a review of other programs displaying similar exposure characteristics, the
primary insurer's underwriting and claims experience and the primary insurer's financial condition. Folksamerica's underwriters perform regular
underwriting audits to monitor the ceding company's pricing discipline. Such reviews provide important input to support renewal discussions.

Folksamerica and other reinsurance companies have sought to mitigate the risk associated with future terrorist attacks in a similar manner
as direct insurers. Since the Attacks, reinsurers have attained significant price increases across all lines of reinsurance in response to greater
perceived policy exposures. Regulations regarding permitted policy exclusions applicable to reinsurance contracts are often less stringent than
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those imposed upon direct insurers. As a result, exclusions are more often dictated by the marketplace than by regulation. Folksamerica's
reinsurance contracts on commercial risks written subsequent to the Attacks contain clauses which exclude terrorist exposure. Reinsurance
contracts on personal risks written subsequent to the Attacks generally contain exclusions related to nuclear, biological and chemical attacks.

Competition

There are 20 U.S.-based broker-market reinsurance companies that report operating data to the Reinsurance Association of America. Based
on surplus size as of December 31, 2001, Folksamerica is the fourth largest of these companies. Additionally, there are reinsurance divisions or
departments of four U.S.-based insurers that, while not separate reinsurance companies, participate in the U.S. broker reinsurance market.

Across all lines of business, Folksamerica competes with all of the larger broker-market reinsurance companies and reinsurance
departments or divisions of primary insurance companies. Folksamerica wrote approximately 4% of gross premiums written by all
broker-market reinsurance companies and reinsurance divisions of insurance companies in 2001. The companies or divisions writing the largest
portion of gross premiums in 2001 were: Transatlantic Reinsurance Company (12%), Everest Reinsurance Company (10%) and St Paul Re, a
division of The St Paul Companies (8%).
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To compete within the U.S. broker reinsurance market, Folksamerica has a 20 year history of close relationships with ceding companies
and maintains a disciplined underwriting strategy which, among other things, focuses on writing more business when market terms and
conditions are favorable and reducing business volume during soft markets when terms and conditions become less favorable. Folksamerica also
employs a multi-line approach, offering clients a wide range of reinsurance products to satisfy their risk management needs. Additionally, during
soft markets, Folksamerica utilizes an acquisition-based growth strategy: seeking to acquire fundamentally sound competitors whose ownership
structure or other factors limit their ability to compete effectively.

In general, poor market conditions for primary companies in recent years have caused insurers to reduce their own premium writings or
restructure their reinsurance programs, thereby reducing the amount of reinsurance they purchase. As a result of consolidation within the
industry, many ceding companies are now larger and financially stronger, thereby enabling them to retain more risk. In addition, increasingly
intense competition in the reinsurance markets, primarily as a result of excess industry capital, has historically driven reinsurance prices on many
programs below levels which Folksamerica will accept. The significant insured losses resulting from the Attacks have reduced the capacity of
several reinsurers resulting in marked improvements in reinsurance pricing, terms and conditions. However, due to recent capital raising
activities by several Bermuda-based and other reinsurers, there is no assurance that such improved conditions will continue over an extended
period. Folksamerica's management believes that the reinsurance industry, including the intermediary market, will continue to undergo further
consolidation. Management further believes that size and financial strength will become increasingly important factors in selecting reliable
reinsurance partners, particularly in light of the weakening of several reinsurers in the wake of the Attacks.

Claims

Folksamerica maintains a staff of experienced reinsurance claim specialists that work closely with reinsurance intermediaries to obtain
specific claims information from its customers. Folksamerica's claims staff also regularly perform on-site claim reviews to assess and improve
the reinsured's claim-handling ability and reserving techniques. In addition, Folksamerica's claim specialists review loss information provided by
the reinsured for adequacy. The results of Folksamerica's on-site claim reviews are shared with its actuaries and underwriters to ensure that they
are making the correct assumptions in pricing its products and that all relevant information is used in establishing loss reserves.

Loss and Loss Adjustment Expense Reserves

Folksamerica establishes loss and loss adjustment expense reserves that are estimates of future amounts needed to pay claims and related
expenses for insured events that have already occurred. Loss and loss adjustment expense reserves have two components: case reserves and
incurred but not reported reserves. Reserve estimates reflect the judgment of both the ceding company and Folksamerica, based on the
experience and knowledge of their respective claims personnel, regarding the nature and value of the claim. The ceding company may
periodically adjust the amount of the case reserves as additional information becomes known or partial payments are made. Upon notification of
a loss from a ceding company, Folksamerica establishes case reserves, including loss adjustment expense reserves, based upon Folksamerica's
share of the amount of reserves established by the ceding company and Folksamerica's independent evaluation of the loss. In cases where
available information indicates that reserves established by the ceding company are inadequate, Folksamerica establishes case reserves in excess
of its share of the reserves established by the ceding company.

Folksamerica uses a combination of actuarial methods to determine its incurred but not reported reserves. These methods fall into two
general categories: (1) methods by which ultimate claims are estimated based upon historical patterns of paid and reported claim development
experienced by Folksamerica, as supplemented by reported industry patterns, and (2) methods in which the level of
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Folksamerica's incurred but not reported claim reserves are established based upon the application of expected loss ratios relative to earned
premium by accident year, line of business and type of reinsurance written by Folksamerica.

The following table reconciles reserves determined in accordance with accounting principles and practices prescribed or permitted by
insurance statutory authorities to reserves determined in accordance with generally accepted accounting principles at December 31, as follows:

1999(1) 2000 2001
(Dollars in Millions)
Statutory reserve for losses and LAE $ 681.1 $ 8109 $ 726.7
GAAP adjustments:
Reinsurance recoverable on unpaid losses and LAE 163.2 724.2 896.6
Other(2) 21.2 21.2
GAARP reserve for losses and LAE $ 8443 $ 1,5563 $ 1,644.5

ey
Excludes reserves for PCA Property & Casualty Insurance Company acquired in 2000, although such reserves are required to be
included in the ten year loss table below since inception.

@
Represents purchase accounting adjustments primarily made in connection with Folksamerica's acquisition of PCA Property &
Casualty Insurance Company.

The process of estimating loss and loss adjustment expense reserves involves a considerable degree of judgment by management. During
the claims settlement period, which may extend over a long period of time, additional facts regarding claims and trends may become evident
which may cause Folksamerica to adjust its estimates of the ultimate liability. As a result, actual loss and loss adjustment expenses may deviate,
perhaps substantially, from estimates reflected in our consolidated financial statements. Changes to prior year reserves are booked in the current
accounting period.

The following table presents the subsequent development of the year-end loss reserves of Folksamerica and its subsidiaries for the ten-year
period from 1991 to 2001. Section I of the table shows the gross and net (of reinsurance) estimated liabilities that were recorded at the end of
each of the indicated years for all current and prior year unpaid loss and loss adjustment expenses. Section II shows the re-estimate of the net
liabilities made in each succeeding year. Section III shows the cumulative net (deficiency)/redundancy representing the aggregate change in the
liability from the original balance sheet dates. Section IV shows the reconciliation of net liability re-estimated as of the end of the latest
re-estimation period. Section V shows the cumulative net liabilities paid of such previously recorded liabilities.

4

Folksamerica's Loss and Loss Adjustment Expenses(1)(3)

Years Ended December 31,
Dollars in
Millions 1991(4) 1992(4) 1993(4) 1994(4) 1995(4) 1996(4) 1997(4) 1998 1999 2000 2001
I. Liability for
unpaid losses and
LAE:
Gross balance  $ $ 7583 $ 7984 $ 8562 $ 9815 $ 1,5787 $ 14613 $ 1437.6 $ 1,273.1 $ 1,556.3 $ 1,644.5(2)
Less: reins. (172.0) (154.4) (182.4) (201.0) (390.2) (352.0) (398.0) (351.1) (724.2) (896.6)

recoverables on
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Folksamerica's Loss and Loss Adjustment Expenses(1)(3)
Years Ended December 31,

and LAE
Net balance $ 5063 $ 5863 $ 6440 $ 673.8 $ 7805 $ 1,1885 $ 1,1093 $ 1,039.6 $ 9220 $ 832.1 $ 747.9Q2)
II. Net liability
re-estimated as of:
1 year later 543.4 601.5 672.5 701.8 834.1 1,222.6 1,125.5 1,036.0 950.8 846.4
2 years later 542.9 626.0 706.0 748.6 855.4 1,224.6 1,108.5 1,047.8 962.5
3 years later 567.6 653.2 746.3 763.7 862.7 1,206.4 1,114.5 1,032.3
4 years later 589.2 680.7 761.3 767.0 874.9 1,214.2 1,088.7
S years later 610.2 694.8 764.1 778.8 874.2 1,188.9
6 years later 623.0 699.6 772.8 779.2 844.9
7 years later 630.6 706.5 774.2 755.9
8 years later 637.1 709.1 756.3
9 years later 635.7 696.8
10 years later 626.3
III. Cumulative net
(deficiency)/redunddhcy120.0) $ (110.5) $ (112.3) $ (82.1) $ (644) $ 04) $ 206 $ 73 $ (405) $ (143) $
Percent
(deficient)/redundant  (23.7)% (18.8)% (17.4)% (12.2)% (8.3)% % 1.9% 1% 4.4)% (1.7)% %
IV. Reconciliation
of net liability
re-estimated as of
the end of the
latest re-estimation
period (see II.
above):
Gross
re-estimated
liability $ 9476 $ 9725 $ 993.1 $ 1,0559 $ 1,6056 $ 14768 $ 14233 $ 1,389.5 $ 1,651.1
Less: gross
re-estimated
reins.
recoverable (250.8) (216.2) (237.2) (211.0) (416.7) (388.1) (391.0) (427.0) (804.7)
Net liability
re-estimated $ 698 $ 7563 $ 7559 $ 8449 $ 1,1889 $ 1,088.7 $ 1,0323 $ 9625 $ 8464
V. Cumulative net
amount of liability
paid through:
1 year later 136.7 165.1 219.8 201.9 225.5 322.6 271.5 291.4 111.1 380.9
2 years later 202.6 289.8 337.3 323.4 363.6 506.7 472.0 390.6 364.0
3 years later 290.9 366.2 418.2 412.8 457.0 656.6 582.4 552.9
4 years later 343.4 4239 481.2 4743 542.8 774.0 680.9
S years later 382.1 467.9 521.4 530.8 608.2 843.1
6 years later 415.8 495.2 565.8 572.7 644.1
7 years later 439.1 530.6 596.3 598.3
8 years later 468.7 554.6 618.2
9 years later 488.4 572.2
10 years later 503.9
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)]
The table includes the complete loss development history for all periods presented for all companies acquired by Folksamerica through an instrument of
Transfer and Assumption approved by the appropriate insurance regulators. Under the instrument, insurance regulators require that Folksamerica report
reserve development on loss and loss adjustment expense reserve liabilities as if the companies had been combined from their inception.

(@)
The table excludes Fund American Reinsurance Company Ltd. whose liabilities for gross and net unpaid losses and LAE totaled $25.7 million and
$4.7 million, respectively, as of December 31, 2001.

3
For 1991 liabilities are shown net of reinsurance recoverables on paid and unpaid losses and LAE, as was the accounting practice prior to the
implementation of SFAS 113.

@

Folksamerica became a consolidated subsidiary of White Mountains during 1998. Reserve development for the years ended 1991 through 1997 reflects
development on reserves established before we consolidated Folksamerica's results.
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Reinsurance Protection

Folksamerica has exposure to losses caused by hurricanes, earthquakes, winter storms, windstorms, terrorist acts and other catastrophic
events. In the normal course of business, Folksamerica seeks to reduce the risk of loss that may arise from catastrophes or other events that cause
unfavorable underwriting results by reinsuring certain levels of risk in various areas of exposure with other insurance and reinsurance enterprises
and by closely monitoring aggregate property exposures and related probable maximum losses ("PML", which is a model-based estimate of the
maximum dollar amount that can be lost if a catastrophe occurs). To manage and analyze aggregate exposures and PML, Folksamerica utilizes a
variety of tools and analyses, including catastrophe modeling software packages. Folksamerica's catastrophe management strategy is to limit its
PML to less than 10% of surplus for a 1 in 250 year event. Folksamerica continually assesses its concentration of underwriting exposures in
catastrophe prone areas and develops strategies to manage this exposure, primarily through limiting accumulation of exposure to acceptable
levels and the purchase of catastrophe reinsurance. Folksamerica's current catastrophe protection program includes 85% of $35.0 million of
protection in excess of a $25.0 million retention for the first loss and additional coverage for a second loss. The current program also includes
coverage of $10.0 million in excess of a $5.0 million retention for Folksamerica's proportional property portfolio. Both of the above contracts
are 100% placed with a single, top quality reinsurer, and have reinstatement provisions whereby, in the event of one loss, the coverage is
reinstated for additional premium.

Folksamerica recorded gross and net of reinsurance losses from the Attacks of approximately $104.0 million and $25.0 million,
respectively, during 2001. Folksamerica has evaluated each of its significant reinsurers and believes its provision for uncollectible reinsurance,
with respect to reinsurance relating to the Attacks and otherwise, to be adequate.

Other Insurance and Reinsurance Operations of Folksamerica

In October 1999 we completed our acquisition of International American Group, a collection of insurance companies, for $86.7 million in
cash. We acquired Peninsula Insurance Company ("Peninsula"), American Centennial Insurance Company ("American Centennial") and British
Insurance Company of Cayman ("British Insurance Company") through its acquisition of International American Group, all of which were
owned by Folksamerica at December 31, 2001.

Peninsula. Peninsula, which was established in 1960, is a Maryland-domiciled property and casualty insurer which writes both personal
and commercial lines, primarily private passenger auto, homeowners, commercial auto and commercial multi-peril. Most of Peninsula's
insurance products are sold in Maryland, Delaware and Virginia. Peninsula is rated "A" (Excellent) by A.M. Best. Peninsula markets insurance
products principally through independent agents. Peninsula's primary business focus is to establish strong long-term relationships with its agents
and insured customers by focusing on providing quality insurance products to families and small private businesses. Peninsula pays their
independent agents commissions representing negotiated percentages of the premium they write. These commissions, which currently range
from 5.0% to 20.0% of premium, depending on the line of business, constitute a significant portion of total acquisition costs and are included in
underwriting expenses. At December 31, 2001 and 2000, and the years then ended, Peninsula had $55.9 million and $56.3 million of total assets,
$28.3 million and $22.7 million in net written premiums and $22.5 million and $23.7 million of shareholder's equity, respectively.

American Centennial and British Insurance Company. American Centennial and British Insurance Company are Delaware-domiciled
and Cayman Island-domiciled, respectively, property and casualty insurance companies in run-off. At December 31, 2001 and 2000, American
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Centennial had $66.2 million and $66.0 million of total assets and $37.0 million and $43.9 million of shareholder's equity, respectively. At

December 31, 2001 and 2000, British Insurance Company had $22.4 million and $22.1 million of total assets and $4.4 million and $4.5 million
of shareholder's equity, respectively.

Esurance, Inc. (""Esurance'’). Esurance, which was established in 1998, is a personal lines property and casualty insurance provider that
currently sells personal auto insurance in 27 states. Esurance leverages
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technology to remove excess costs from the marketing, sales and servicing of personal lines insurance products. Esurance focuses on the Internet
as its main sales and service channel, while maintaining its customer service center on a 24 hour basis. In October 2000, Folksamerica purchased
an 80% majority interest in Esurance for $9.0 million. During the fourth quarter of 2001, Folksamerica purchased the remaining 20% minority
interest in Esurance for $1.5 million, thereby making Esurance a wholly-owned subsidiary as of December 31, 2001. At and for the year ended
December 31, 2001, Esurance had total assets of $9.6 million, total revenues of $3.2 million and an accumulated shareholder's deficit of

$16.1 million.

Fund American Reinsurance Company Ltd.

On December 20, 2001, Fund American Reinsurance Company Ltd. ("Fund American Re"), a subsidiary of White Mountains, acquired
substantially all of the international reinsurance operations of the Folksam Group ("Folksam") of Stockholm, Sweden. With this acquisition, we
have begun the formation and growth of its internationally-based reinsurance operations. Fund American Re is commercially domiciled in
Bermuda but maintains its executive office and an operating branch in Stockholm, Sweden, and operates through an additional branch in
Singapore. Gross annual premium volume for the acquired operations averaged $170.0 million during the preceding three-year period. The
$64.0 million purchase price was paid in a combination of cash, a note and common shares. Folksamerica will provide reinsurance support for
this international expansion. At December 31, 2001, Fund American Re had $126.3 million of total assets and $63.9 million of shareholder's
equity. Due to the timing of the formation of Fund American Re and the related Folksam acquisition, Fund American Re's results of operations
for 2001 were not material.

Investments in Unconsolidated Insurance Affiliates

Our investments in unconsolidated insurance affiliates represent operating investments in other insurers in which we have a significant
voting and economic interest but do not own more than 50.0% of the entity.

Montpelier Re Holdings Ltd. (""Montpelier'')

In December 2001, White Mountains, the Benfield Group plc and several other private investors established Montpelier and its
wholly-owned subsidiary Montpelier Reinsurance Ltd. ("Montpelier Re"). Montpelier Re is a Bermuda-domiciled insurance and reinsurance
company which was formed to respond to the current favorable underwriting and pricing environment in the reinsurance industry. Montpelier Re
will initially focus on property reinsurance business and had an initial capitalization of more than $1.0 billion, consisting of $874.0 million of
common equity and $150.0 million of bank debt. OneBeacon invested $180.0 million in Montpelier consisting of 1,800,000 common shares
valued at $100 per share and we received warrants to acquire an additional 797,088 common shares at $100 per share over the next ten years for
our efforts in forming Montpelier. Four of White Mountains' directors serve on Montpelier's twelve member board of directors, including Jack
Byrne, our Chairman and Chief Executive Officer who serves as Montpelier's non-executive Chairman. In addition, Tom Kemp is also a director
as well as Chief Financial Officer of Montpelier. We own approximately 21% of the outstanding common shares of Montpelier, or
approximately 26% on a fully-converted basis, and we account for this investment using the equity method.

Main Street America Holdings, Inc. (""Main Street America'')

Main Street America is a subsidiary of National Grange Mutual Insurance Company ("National Grange"), a New Hampshire-domiciled
property and casualty insurance company, which insures risks located primarily in New York, Massachusetts, Connecticut, Pennsylvania, New
Hampshire, Virginia and Florida. National Grange's principal lines of business and approximate percentage of total direct written premiums are
personal automobile (41%), commercial multi-peril (20%), homeowners (13%) and commercial automobile (15%). Main Street America,
through its subsidiaries, participates in 60% of National
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Grange's property and casualty business through a quota share reinsurance agreement. Main Street America's net written premiums totaled
$306.8 million, $265.4 million and $242.7 million in 2001, 2000 and 1999, respectively, and its net income was $6.8 million, $3.8 million and
$25.8 million, respectively. Main Street America's total assets as of December 31, 2001 and 2000 were $653.8 million and $608.7 million,
respectively, and its shareholders' equity was $262.3 million and $253.8 million, respectively. We own 50% of the outstanding common stock of
Main Street America and our investment in Main Street America was $133.7 million and $130.6 million at December 31, 2001 and

December 31, 2000, respectively.

Former Operations
Financial Security Assurance Holdings Ltd. ("'Financial Security Assurance'’)

Financial Security Assurance guarantees scheduled payments of principal and interest on municipal bonds and asset-backed securities,
including residential mortgage-backed securities.

On July 5, 2000, we concluded the sale of our indirect, wholly-owned subsidiary, White Mountains Holdings, Inc. (which controlled a
substantial amount of our holdings of Financial Security Assurance) and all our other holdings of the common stock of Financial Security
Assurance ("FSA Common Stock") to Dexia S.A. ("Dexia") for proceeds of $620.4 million (the "Dexia Sale") which resulted in a pretax gain of
$391.2 million.

From 1994 to 1999, we purchased 4,382,709 shares of FSA Common Stock in a series of public and private transactions. During 1999, we
exercised various fixed price options ("FSA Options") which provided us with 2,560,607 additional shares of FSA Common Stock. We also held
shares of convertible preferred stock ("FSA Preferred Stock™) wh