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LETTER FROM OUR

CEO

During 2011 we completed our most recent asbestos and

environmental ground-up study and concluded that our

reinsurance treaty with NICO remains adequate to cover

our projections to ultimate settlements at this time We also

determined that our runoff reserves for previously exited

businesses should be strengthened by roughly $30 million

most notably for loss adjustment expenses Our reserves on

Specialty business continued to develop favorably

businesses grow will be partly offset by capital freed up

from runoff

Our outlook for 2012 is more optimistic than it has been

in several years We see modest economic growth and an

improving rate environment We have very good Specialty

businesses that have performed well during the soft market

cycle and are positioned to take advantage of improving

Our outlook for 2012 is more optimistic than it has been in several years We see

modest economic growth and an improving rate environment

Investment returns for the year were 3.0% on portfolio that

is mostly in fixed income which is high quality and short in

duration at 2.5 years We believe the fixed income portfolio

mix and duration remains appropriate although those with

longer duration outperformed us last year Our equity port

folio did okay at 1.1% return and we like our portfolio as we

enter the new year

We remain strongly capitalized with low leverage with year-

end debt-to-capital ratio of 20% We continued to adjust the

capital level for our Specialty ongoing business and returned

$175 million to shareholders $95 million as special dividend

and $80 million of regular dividends mostly due to busi

nesses we exited in recent years The additional capital that is

put to work as market conditions improve and our Specialty

conditions The dark cloud on the horizon persists however

with interest rates at historically low levels and fragile world

wide economy We maintain sound investment portfolio

focused on results over the long term Such are the times when

underwriters will earn their keep as their results are more

meaningful to reported returns we are fortunate to have

great team of underwriting experts We are excited to see how

we can perform in 2012 and are thankful for your support

Respectfully submitted

Michael Miller

President and Chief Executive Officer
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NON-GAAP FINANCIAL MEASURES

Our 2011 Management Report includes non-GAAP financial measure adjusted book value per share

identified by the superscriptNGMOneBeacon believes this measure to be useful supplement to the

comparable GAAP measure book value per share in evaluating OneBeacoris financial performance

This non-GAAP financial measure has been adjusted to exclude the impact of economically defeasing

the companys mandatorily redeemable preferred stock In connection with its initial public offering

the company created two irrevocable grantor trusts and funded them with assets sufficient to make the

remaining dividend and redemption payments for $20 million of preferred stock that was redeemed

in June 2007 and $300 million of preferred stock that was redeemed in May 2008 The company

created and funded these trusts to appropriately capitalize and leverage the company in preparation

for and in connection with its initial public offering Having completed these actions OneBeacon

believes that presentation of this non-GAAP financial measure adjusted to exclude the impact of the

economic defeasance of the preferred stock is useful supplement to understanding the companys

earnings and profitability

Adjusted OneBeacons common shareholders equity which is used in calculating adjusted book

value per share described above is derived by excluding the impact of economically defeasing the

companys mandatorily redeemable preferred stock from OneBeacons common shareholders equity

the most closely comparable GAAP measure The company believes this non-GAAP measure is useful

for the reasons stated above

The following table presents our adjusted OneBeacons common shareholders equity and adjusted

book value per share reconciled to OneBeacons common shareholders equity and book value per

share respectively the most comparable GAAP measures as of March 31 2008 the last quarter for

which the preferred stock was outstanding

As of March 31 2008

in millions except per

shore amounts

Numerator

OneBeacons common shareholdersequity $1613.0

Remaining adjustment of subsidiary preferred stock to face value 11.1

Adjusted OneBeacons common shareholdersequity $1601.9

Denominator

Common shares outstanding 96.0

Book value per share ____________________________________________ $16.80

Adjusted book value per share ____________________________________ $16.69

Includes the impact of repurchases of Class common shares made through the companys share

repurchase program
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SAFE HARBOR STATEMENT

Safe Harbor Statement Under the Private Securities Litigation Reform Act of 1995

Statements in our 2011 Management Report regarding our business which are not historical facts are forward-looking

statements that involve risks and uncertainties For discussion of such risks and uncertainties which could cause

actual results to differ from those contained in the forward-looking statements see Risk Factors7Managements

Discussion and Analysis of Financial Condition and Results of Operations and Quantitative and Qualitative Disclosures

About Market Risk in our Annual Report on Form 10-K
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OneBeacon Insurance Group Ltd is Bermuda-domiciled holding company that is publicly traded on the New York

Stock Exchange under the symbol OB OneBeacons underwriting companies offer range of specialty insurance

products sold through independent agencies regional and national brokers wholesalers and managing general

agencies Each business is managed by an experienced team of specialty insurance professionals focused on specific

customer group or industry segment OneBeacons solutions target professional liability ocean and inland marine

collector cars and boats energy entertainment sports and leisure excess property environmental group accident

programs public entities technology and tuition refund For further information about our products and services

visit www.onebeacon.com and to remain up to date on OneBeacons news follow us on Twitter @OneBeaconlns

or visit our online newsroom www.onebeacon.com/newsroom
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