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PART I

Item 1. Business.

Alleghany Corporation (“Alleghany”) was incorporated in 1984 under the laws of
the State of Delaware. In December 1986, Alleghany succeeded to the business of its
parent company, Alleghany Corporation, a Maryland corporation incorporated in 1929,
upon the parent company’s liquidation.

Alleghany’s principal executive offices are located at 375 Park Avenue, New
York, New York 10152 and its telephone number is (212) 752-1356. Alleghany is
engaged, through its subsidiary Alleghany Insurance Holdings LLC (“AIHL”) and
AIHL’s subsidiaries RSUI Group, Inc. (“RSUI”), Capitol Transamerica Corporation
(“Capitol Transamerica”), Darwin Professional Underwriters, Inc. (“Darwin”) and Platte
River Insurance Company (“Platte River”), in the property and casualty and fidelity and
surety insurance businesses. Through its direct and indirect subsidiaries Mineral
Holdings Inc. and World Minerals Inc. (“World Minerals”’) and World Minerals’
subsidiaries Celite Corporation (“Celite”), Harborlite Corporation (“Harborlite”) and
World Minerals International and their subsidiaries, Alleghany is engaged in the
industrial minerals business. Through its subsidiary Alleghany Properties LLC
(“Alleghany Properties”), Alleghany owns and manages properties in California.

Until December 31, 2004, Alleghany was also engaged, through its subsidiary
Heads & Threads International LLC (“Heads & Threads”), in the steel fastener importing
and distribution business. On that date, Heads & Threads was merged with an
acquisition vehicle formed by a private investor group led by Heads & Threads
management and Capital Partners, Inc. Alleghany received cash proceeds of $53.8
million and recorded a pre-tax loss of approximately $1.9 million as a result of the
disposition. Heads & Threads has been classified as a discontinued operation.

On May 3, 2004, AIHL acquired Darwin National Assurance Company (“DNA”™)
(formerly known as U.S. AEGIS Energy Insurance Company), an admitted insurance
company domiciled in Delaware, for cash consideration of approximately $20.4 million,
$17.1 million of which represented consideration for DNA’s investment portfolio and the
balance of which represented consideration for licenses.

On July 1, 2003, ATHL completed the acquisition of Resurgens Specialty
Underwriting, Inc. (“Resurgens Specialty”), a specialty wholesale underwriting agency,
from Royal Group, Inc., a subsidiary of Royal & SunAlliance Insurance Group plc
(“R&SA”), for cash consideration, including capitalized expenditures, of approximately
$116.0 million. Resurgens Specialty became a subsidiary of RSUI. In connection with
the acquisition of Resurgens Specialty, on June 30, 2003, RSUI acquired RSUI
Indemnity Company (“RIC”) to write admitted business underwritten by Resurgens
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Specialty, from Swiss Re America Holding Corporation for consideration of
approximately $19.7 million, $13.2 million of which represented consideration for RIC’s
investment portfolio and the balance of which represented consideration for licenses. On
September 2, 2003, RIC purchased Landmark American Insurance Company
(“Landmark”) to write non-admitted business underwritten by Resurgens Specialty, from
R&SA for cash consideration of $33.9 million, $30.4 million of which represented
consideration for Landmark’s investment portfolio and the balance of which represented
consideration for licenses. R&SA provided loss reserve guarantees for all of the loss and
loss adjustment expense liabilities of Landmark that existed at the time of the sale. RIC
and Landmark were further capitalized by Alleghany in an aggregate amount of
approximately $520.0 million.

On January 4, 2002, Alleghany completed the acquisition of Capitol
Transamerica. The total purchase price paid by Alleghany was approximately $182.0
million. Contemporaneous with the acquisition of Capitol Transamerica, Alleghany
purchased Platte River for approximately $40.0 million, $31.0 million of which
represented consideration for Platte River’s investment portfolio and the balance of
which represented consideration for licenses. The seller provided loss reserve guarantees
for all of the loss and loss adjustment expense liabilities of Platte River that existed at the
time of the sale.

Until November 5, 2001, Alleghany was also engaged, through its subsidiary
Alleghany Underwriting Holdings Ltd. (“Alleghany Underwriting”) and Alleghany
Underwriting’s subsidiaries, in the global property and casualty insurance and
reinsurance business at Lloyd’s of London. On that date, ATHL completed the
disposition of Alleghany Underwriting to Talbot Holdings Ltd., a new Bermuda holding
company formed by certain principals of the Black Diamond Group and the senior
management of Alleghany Underwriting. AIHL recorded an after-tax loss of $50.5
million on the disposition of this Lloyd's of London insurance operation. Consideration
for the sale included a warrant which entitled ATHL to recover a portion of any residual
capital in Alleghany Underwriting as determined upon the closure of the 2001 Lloyd’s
year of account. A nominal value was ascribed to the warrant in computing the loss on
the sale of Alleghany Underwriting. In 2004, it was determined that there was no
reasonable prospect of any residual capital in Alleghany Underwriting and the warrant
was cancelled. In connection with the sale, ATHL provided a $25.0 million letter of
credit to support business written by a new Talbot syndicate for the 2002 Lloyd’s year of
account while Talbot sought new capital. AIHL subsequently agreed that the capital
provided by its letter of credit would also support business written by the syndicate for
the 2003 and 2004 Lloyd’s years of account, in exchange for reductions in the amount of
the letter of credit to $15.0 million in January 2003 and $10.0 million in December 2003
as a result of the infusion of new capital into the syndicate. In November 2004, ATHL
agreed to the use of its $10.0 million letter of credit by the Talbot syndicate for the 2005
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Lloyd’s year of account, in exchange for the syndicate’s agreement to extinguish AIHL’s
commitment under the reduced letter of credit no later than June 30, 2006. As a result of
its disposition, Alleghany Underwriting has been classified as a discontinued operation.

Until February 1, 2001, Alleghany was also engaged, through its subsidiary
Alleghany Asset Management, Inc. (“Alleghany Asset Management”) and Alleghany
Asset Management’s subsidiaries, in the financial services business. On that date,
Alleghany Asset Management merged into a wholly owned subsidiary of ABN AMRO
North America Holding Company. Alleghany received cash proceeds of $825.0 million
and recorded an after-tax gain of approximately $474.8 million, or approximately $63.14
per share, excluding certain expenses relating to the closing of the sale. Asa result of its
disposition, Alleghany Asset Management has been classified as a discontinued
operation.

Until May 10, 2000, Alleghany was also engaged, through its subsidiary
Underwriters Re Group, Inc. (“Underwriters Re Group”) and Underwriters Re Group’s
subsidiaries, in the global property and casualty reinsurance and insurance businesses.
On that date, Underwriters Re Group was sold to Swiss Re America Holding
Corporation. Alleghany recorded pre-tax proceeds of approximately $649.0 million in
cash. In connection with the sale, Alleghany paid approximately $187.9 million in cash
(or $25.3125 per share) for the purchase from Underwriters Re Group of 7.425 million
shares of Burlington Northern Santa Fe Corporation. Alleghany’s pre-tax gain on the
sale was approximately $136.7 million, reflecting additional adjustments from previously
reported figures for the settlement of certain outstanding obligations of Underwriters Re
Group that were assumed by Alleghany and the final resolution of post-closing purchase
price adjustments. The tax on the gain was approximately $7.1 million, resulting in an
after-tax gain on the sale of $129.6 million. The tax rate on the gain differs from the
expected statutory rate principally due to a difference between the tax and book bases of
Underwriters Re Group. Alleghany retained Underwriters Re Group’s London-based
Lloyd’s operations conducted through Alleghany Underwriting, which was subsequently
sold on November 5, 2001, as described above.

During 1994 and early 1995, Alleghany and its subsidiaries acquired a substantial
number of shares of common stock of Santa Fe Pacific Corporation (“Santa Fe”). On
September 22, 1995, Santa Fe and Burlington Northern, Inc. merged under a new holding
company named Burlington Northern Santa Fe Corporation (“BNSF”). As a result of the
merger, the shares of Santa Fe beneficially owned by Alleghany were converted into
shares of BNSF. As of March 1, 2005, Alleghany owned 8.0 million shares of BNSF, or
approximately 2.1 percent of BNSF’s currently outstanding common stock. BNSF owns
one of the largest railroad networks in North America, with 32,000 route miles covering
28 states and two Canadian provinces.



In 2004, Alleghany studied a number of potential acquisitions. Alleghany intends
to continue to expand its operations through internal growth at its subsidiaries as well as
through possible operating company acquisitions and investments.

Reference is made to Items 7 and 8 of this Report for further information about the
business of Alleghany in 2004. The consolidated financial statements of Alleghany,
incorporated by reference in Item 8 of this Report, include the accounts of Alleghany and
its subsidiaries for all periods presented.

Alleghany makes available on its website at www.alleghany.com its annual report
on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and
amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the
Securities Exchange Act of 1934, as soon as reasonably practicable after electronically
filing or furnishing such material to the Securities and Exchange Commission.
Alleghany’s Financial Personnel Code of Ethics, Code of Business Conduct and Ethics,
Corporate Governance Guidelines and the charters for its Audit, Compensation and
Nominating and Governance Committees are also available on its website. In addition,
stockholders may obtain, free of charge, copies of any of the above reports or documents
upon request to the Secretary of Alleghany.

PROPERTY AND CASUALTY/FIDELITY AND SURETY INSURANCE
BUSINESSES

General Description of Business

AIHL is a holding company for Alleghany’s property and casualty and fidelity and
surety insurance operations which are conducted through RSUI, headquartered in Atlanta,
Georgia, Capitol Transamerica and Platte River, headquartered in Madison, Wisconsin
and Darwin, headquartered in Farmington, Connecticut. Unless noted, references to
AIHL include the operations of RSUI, Capitol Transamerica, Platte River and Darwin.

RSUI, which includes the operations of Resurgens Specialty, RIC and Landmark,
underwrites specialty insurance coverages in the property, umbrella/excess, general
liability, directors and officers liability and professional liability lines of business. RSUI
writes business on an admitted basis primarily through RIC in 47 states where RIC is
licensed and subject to the applicable state’s form and rate regulations. RSUI writes
business on an approved, non-admitted basis primarily through Landmark, which, as a
non-admitted company, is not subject to state form and rate regulations and thus has more
flexibility in its rates and coverages for specialized or hard-to-place risks. As of
December 31, 2004, Landmark was approved to write business on a non-admitted basis
in 49 states and on an admitted basis in Oklahoma.






























































































































































































































