
HCC INSURANCE HOLDINGS INC/DE/
Form 424B5
November 22, 2005

Edgar Filing: HCC INSURANCE HOLDINGS INC/DE/ - Form 424B5

1



Table of Contents

Filed Pursuant to Rule 424(b)(5)
Registration No. 333-76122
Registration No. 333-58350

PROSPECTUS SUPPLEMENT
(To Prospectus Dated January 22, 2002)

4,687,500 Shares
HCC Insurance Holdings, Inc.

Common Stock
$32.05 Per Share

          We are selling 4,687,500 shares of our common stock.
      Our common stock is listed on the New York Stock Exchange under the Symbol �HCC.� The last reported sale price
of our common stock on the New York Stock Exchange on November 17, 2005, was $32.80 per share.

 Investing in our common stock involves risks. See �Risk Factors� beginning on page S-5 of this prospectus
supplement and beginning on page 6 of the accompanying prospectus.
       Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or determined if this prospectus supplement or the accompanying prospectus is truthful
or complete. Any representation to the contrary is a criminal offense.

Per Share Total

Public Offering Price $ 32.05 $ 150,234,375
Underwriting Discount $ 0.05 $ 234,375
Proceeds to HCC Insurance Holding, Inc. (before expenses) $ 32.00 $ 150,000,000

      We have granted the underwriter a 30 day option to purchase up to 703,125 additional shares of our common stock
to cover over-allotments.
      In addition to the underwriting discount, the underwriter will receive a commission from investors in the amount
of $0.05 for each share of common stock sold to those investors in this offering.
      The underwriter expects to deliver the shares to purchasers on or about November 23, 2005.

Citigroup
November 17, 2005

 You should rely only on the information contained in or incorporated by reference in this prospectus
supplement and the accompanying prospectus. We have not authorized anyone to provide you with different
information. We are not making an offer of these securities in any state where the offer is not permitted. You
should not assume that the information contained in this prospectus supplement or the accompanying
prospectus is accurate as of any date other than the date on the front of this prospectus supplement. This
prospectus supplement adds, updates and changes some information from that contained in the prospectus.
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      As used in this prospectus supplement, unless otherwise required by the context, the terms �we�, �us�, �our� and �the
Company,� refer to HCC Insurance Holdings, Inc. and its consolidated subsidiaries, and the term �HCC� refers only to
HCC Insurance Holdings, Inc.
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WHERE YOU CAN FIND MORE INFORMATION
      The documents referred to under �Where You Can Find More Information� in the accompanying prospectus that are
incorporated by reference into the prospectus and this prospectus supplement include the following documents filed
by us with the SEC since the date of the prospectus:

� Our Annual Report on Form 10-K for the year ended December 31, 2004;

� Our Quarterly Reports on Form 10-Q for the quarters ended March 31, 2005, June 30, 2005 and September 30,
2005; and

� Our Current Reports on Form 8-K filed on January 14, 2005, February 15, 2005, February 28, 2005, March 7,
2005, April 4, 2005, April 15, 2005, May 3, 2005, May 19, 2005, May 26, 2005, June 22, 2005, July 6, 2005,
August 2, 2005, September 7, 2005, September 14, 2005, September 27, 2005, October 4, 2005, October 11,
2005 and November 1, 2005 (in all cases, to the extent these items were �filed� with the SEC and not �furnished�).

S-ii
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ABOUT FORWARD-LOOKING STATEMENTS
      This prospectus supplement contains certain �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, which are intended to be covered by
the safe harbors created by those laws. We have based these forward-looking statements on our current expectations
and projections about future events. These forward-looking statements include information about possible or assumed
future results of our operations. All statements, other than statements of historical facts, included or incorporated by
reference in this prospectus supplement that address activities, events or developments that we expect or anticipate
may occur in the future, including such things as future capital expenditures, business strategy, competitive strengths,
goals, growth of our business and operations, plans and references to future successes may be considered
forward-looking statements. Also, when we use words such as �anticipate,� �believe,� �estimate,� �expect,� �intend,� �plan,�
�probably� or similar expressions, we are making forward-looking statements. Many risks and uncertainties may impact
the matters addressed in these forward-looking statements.
      Many possible events or factors could affect our future financial results and performance, including, among other
things:

� changes in the availability, cost or quality of reinsurance coverage;

� the occurrence of additional terrorist activities;

� changing legal and social trends and inherent uncertainties (including but not limited to those uncertainties
associated with our reserves) in the loss estimation process can adversely impact the adequacy of loss reserves
and the allowance for reinsurance recoverables;

� industry and economic conditions can affect the ability and/or willingness of reinsurers to pay balances due and
our ability to obtain adequate reinsurance;

� catastrophic losses, including hurricanes, windstorms, earthquakes, hailstorms, tsunamis, explosions, severe
winter weather, fires and man-made events;

� state, federal and foreign regulations can impede our ability to charge adequate rates and efficiently allocate
capital;

� economic conditions, interest rates, and foreign exchange rate volatility can have a significant impact on the fair
value of fixed maturity and equity investments as well as the carrying value of other assets and liabilities;

� assessments by states for high risk or otherwise uninsured individuals;

� changes in our assigned financial strength ratings;

� our ability to receive dividends from our insurance company subsidiaries to meet our cash flow, debt, dividend
and other corporate expense obligations;

� our ability to effectively integrate acquired operations and to continue to expand our business through the
acquisition of insurance industry related companies; and

� the effects of state and other regulatory investigations into the practices and procedures of the insurance industry.
      These events or factors could cause our results or performance to differ materially from those we express in our
forward-looking statements. Although we believe that the assumptions underlying our forward-looking statements are
reasonable, any of these assumptions and therefore also the forward-looking statements based on these assumptions,
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could themselves prove to be inaccurate. In light of the significant uncertainties inherent in the forward-looking
statements which are included in this prospectus supplement, our inclusion of this information is not a representation
by us or any other person that our objectives and plans will be achieved.

S-iii
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      Our forward-looking statements speak only as of the date made and we will not update these forward-looking
statements unless the securities laws require us to do so. In light of these risks, uncertainties and assumptions, any
forward-looking events discussed in this prospectus supplement may not occur.

S-iv
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ABOUT THIS PROSPECTUS SUPPLEMENT
      This document is in two parts. The first part is this prospectus supplement, which contains the terms of this
offering. The second part, the accompanying prospectus, gives more general information, some of which may not
apply to the common stock being offered. A description of our capital stock is contained in the accompanying
prospectus. This prospectus supplement, together with the documents incorporated by reference in the accompanying
prospectus, may add, update or change information in the accompanying prospectus. If information in this prospectus
supplement, or the documents incorporated by reference in the accompanying prospectus, is inconsistent with the
accompanying prospectus, this prospectus supplement, or the documents incorporated by reference in the
accompanying prospectus, will apply and will supercede the information in the accompanying prospectus.
      Please read and consider all information contained in this prospectus supplement, the accompanying prospectus
and the documents incorporated by reference in the accompanying prospectus together with the additional information
described under the sections entitled �Where You Can Find More Information� and �Risk Factors� in this prospectus
supplement and the accompanying prospectus before you make an investment decision.
      This prospectus supplement and the accompanying prospectus do not constitute an offer or solicitation by anyone
in any jurisdiction in which an offer or solicitation is not authorized or in which the person making an offer or
solicitation is not qualified to do so, or to anyone to whom it is unlawful to make an offer or solicitation.

S-v
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PROSPECTUS SUPPLEMENT SUMMARY
 This summary highlights information contained elsewhere in this prospectus supplement, the accompanying

prospectus and the documents incorporated into each by reference. Because it is a summary, it does not contain all of
the information that you should consider before investing in our securities. You should read the entire prospectus
supplement, the accompanying prospectus and the documents incorporated by reference carefully, including the
sections entitled �Risk Factors� and the financial statements and related notes to those financial statements included
in this prospectus supplement, the accompanying prospectus and the documents incorporated by reference.

The Company
      We provide specialized property and casualty, surety, and group life, accident and health insurance coverages and
related agency and reinsurance brokerage services to commercial customers and individuals. We concentrate our
activities in selected, narrowly defined, specialty lines of business. We operate primarily in the United States, the
United Kingdom, Spain and Bermuda. We underwrite insurance both on a direct basis, where we insure a risk in
exchange for a premium, and on a reinsurance basis, where we insure all or a portion of another insurance company�s
risk in exchange for all or a portion of the premium. We market our products both directly to customers and through a
network of independent and affiliated agents and brokers.
      Our principal executive offices are located at 13403 Northwest Freeway, Houston, Texas 77040 and our telephone
number is (713) 690-7300.

The Offering
Issuer HCC Insurance Holdings, Inc.

Common Stock Offered by
HCC

4,687,500 shares

Common Stock to be
Outstanding After the
Offering

110,627,482 shares, based on 105,939,982 shares of our common stock issued and
outstanding as of November 17, 2005. If the underwriter exercises the option we
granted to it in this offering to purchase 703,125 additional shares of our common
stock to cover over-allotments, then the total number of shares to be outstanding
after the offering will be 111,330,607 shares. The number of shares outstanding
excludes unexercised options that we have granted or may grant under our stock
option plans. As of November 17, 2005, unexercised options to acquire 8,164,787
shares of common stock granted under our stock option plans were outstanding at a
weighted average exercise price of $16.42 per share.

Use of Proceeds We intend to use the net proceeds from this offering for general corporate purposes,
including contributing capital to our insurance company subsidiaries and funding
pending and future acquisitions.

New York Stock Exchange
Symbol

HCC

S-1
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SELECTED CONSOLIDATED FINANCIAL DATA
      All financial information included in our Quarterly Reports on Form 10-Q for the quarters ended June 30, 2005
and September 30, 2005, incorporated by reference herein, reflect the three-for-two stock split described in footnote
(1) below. The financial information included in our Annual Report on Form 10-K for the year ended December 31,
2004 and in our Quarterly Report on Form 10-Q for the quarter ended March 31, 2005, incorporated by reference
herein, has not been restated to reflect the stock split. Selected consolidated financial data for the five years ended
December 31, 2004 and the three months ended March 31, 2005 and 2004 has been restated to reflect the stock split
and is included in the table below.
      The following table sets forth our selected consolidated financial data for the five years ended December 31, 2004
and for the three months ended March 31, 2005 and 2004. The selected consolidated financial data for each of the five
years in the period ended December 31, 2004 has been derived from our audited consolidated financial statements for
these periods. The selected consolidated financial data for the three months ended March 31, 2005 and 2004 has been
derived from our unaudited condensed consolidated financial statements for these periods. The unaudited financial
statements have been prepared on the same basis as our audited financial statements and, in the opinion of
management, include all normal recurring adjustments necessary for a fair presentation of the financial information
presented. All information contained in the following table should be read in conjunction with the documents
incorporated by reference in the Prospectus Supplement.

Three Months
Ended

March 31, Years Ended December 31,

2005 2004 2004 2003 2002 2001 2000

(In thousands, except per share data)(1)
Statement of earnings
data:
Revenue

Net earned premium $ 320,117 $ 217,063 $ 1,010,692 $ 738,272 $ 505,521 $ 342,787 $ 267,647
Fee and commission
income 33,076 43,843 182,349 142,615 115,919 111,016 146,999
Net investment
income 22,341 14,435 64,885 47,335 37,755 39,562 39,804
Net realized
investment gain (loss) (3) 518 5,822 527 453 393 (5,321)
Other operating
income 4,147 2,159 19,406 13,215 6,985 17,451 25,499

Total revenue 379,678 278,018 1,283,154 941,964 666,633 511,209 474,628
Expense

Loss and loss
adjustment expense,
net 186,063 125,864 645,230 488,652 306,491 267,390 198,470
Policy acquisition
costs, net 59,357 44,764 224,323 138,212 99,521 66,313 57,934
Other operating
expense 45,949 36,647 164,474 140,913 99,924 113,806 109,987
Interest expense 1,808 2,212 8,374 7,453 8,301 8,875 20,249
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Total expense 293,177 209,487 1,042,401 775,230 514,237 456,384 386,640

Earnings from
continuing operations
before income tax
expense 86,501 68,531 240,753 166,734 152,396 54,825 87,988
Income tax expense on
continuing operations 29,183 23,729 81,732 59,857 52,933 27,764 34,400

Earnings from
continuing operations
before accounting
change 57,318 44,802 159,021 106,877 99,463 27,061 53,588
Earnings (loss) from
discontinued
operations, net of
income tax(2) � (234) 4,004 36,684 6,365 3,136 3,893
Cumulative effect of
accounting change(3) � � � � � � (2,013)

Net earnings $ 57,318 $ 44,568 $ 163,025 $ 143,561 $ 105,828 $ 30,197 $ 55,468

S-2
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Three Months
Ended

March 31, Years Ended December 31,

2005 2004 2004 2003 2002 2001 2000

(In thousands, except per share data)(1)
Basic earnings per share
data:

Earnings from continuing
operations before
accounting change $ 0.56 $ 0.46 $ 1.64 $ 1.12 $ 1.06 $ 0.31 $ 0.71
Earnings from
discontinued operations(2) � � 0.04 0.39 0.07 0.04 0.05
Cumulative effect of
accounting change(3) � � � � � � (0.03)

Net earnings $ 0.56 $ 0.46 $ 1.68 $ 1.51 $ 1.13 $ 0.35 $ 0.73

Weighted average shares
outstanding 103,241 96,374 97,257 94,919 93,338 87,482 76,113

Diluted earnings per share
data:

Earnings from continuing
operations before
accounting change $ 0.54 $ 0.45 $ 1.61 $ 1.11 $ 1.05 $ 0.30 $ 0.69
Earnings from
discontinued operations(2) � � 0.04 0.38 0.07 0.04 0.05
Cumulative effect of
accounting change(3) � � � � � � (0.02)

Net earnings $ 0.54 $ 0.45 $ 1.65 $ 1.49 $ 1.12 $ 0.34 $ 0.72

Weighted average shares
outstanding 105,734 98,126 98,826 96,576 94,406 89,429 77,429

Cash dividends declared, per
share $ 0.057 $ 0.050 $ 0.213 $ 0.187 $ 0.170 $ 0.163 $ 0.147

Years Ended
December 31,

2001 2000

(In thousands,
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except per share
data)(1)

Amounts adjusted for the non-amortization of goodwill(4):
Adjusted net earnings $ 41,584 $ 67,302

Adjusted basic earnings per share $ 0.48 $ 0.88

Adjusted diluted earnings per share $ 0.46 $ 0.87

March 31, December 31,

2005 2004 2004 2003 2002 2001 2000

(In thousands, except per share data)(1)
Balance sheet
data:
Total
investments $ 2,554,243 $ 1,929,487 $ 2,468,491 $ 1,707,300 $ 1,177,775 $ 885,659 $ 711,113
Premium, claims
and other
receivables 1,028,903 1,024,223 923,638 909,941 753,527 665,965 609,716
Reinsurance
recoverables 1,099,439 967,483 1,098,999 916,190 798,934 899,128 789,412
Ceded unearned
premium 264,755 302,916 317,055 291,591 164,224 71,140 114,469
Goodwill and
intangible assets 475,131 418,809 464,363 406,000 349,286 328,815 266,015
Total assets 6,099,136 5,207,025 5,933,437 4,875,206 3,704,151 3,219,120 2,790,755
Loss and loss
adjustment
expense payable 2,142,284 1,644,644 2,089,199 1,535,288 1,155,290 1,130,748 944,117
Unearned
premium 727,866 649,060 741,706 592,311 331,050 179,530 190,550
Notes payable 311,142 310,302 311,277 310,404 230,027 181,928 212,133
Shareholders�
equity 1,402,883 1,103,221 1,323,665 1,046,920 882,907 763,453 530,930
Book value per
share(5) $ 13.40 $ 11.41 $ 12.97 $ 10.91 $ 9.43 $ 8.27 $ 6.86

S-3
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(1) Certain amounts in the 2004, 2003, 2002, 2001 and 2000 selected consolidated financial data have been
reclassified to conform to the 2005 presentation. Such reclassifications had no effect on our consolidated net
earnings, shareholders� equity or cash flows. In May 2005, the Board of Directors declared a three-for-two stock
split in the form of a 50% stock dividend on our shares of $1.00 par value common stock, payable to shareholders
of record on July 1, 2005. The distribution, consisting of 35.1 million newly issued shares, was reflected as of
June 30, 2005 in our condensed consolidated financial statements. The distribution had no impact on consolidated
shareholders� equity, results of operations or cash flows. All references in the selected consolidated financial data
to number of shares outstanding and per share amounts have been restated to reflect the effect of the stock split
for all periods presented.

(2) We sold our retail brokerage operation, HCC Employee Benefits, in December 2003. The net earnings of HCC
Employee Benefits, the 2003 gain on sale and the subsequent gain in 2004 from a contractual earnout have been
classified as discontinued operations in our consolidated statement of earnings. Consistent with this presentation,
all revenue and expense of HCC Employee Benefits have been reclassified to discontinued operations in our
consolidated statement of earnings.

(3) During 2000, we changed certain of our revenue recognition methods for our underwriting agencies and
reinsurance brokers to agree to guidance contained in the Securities and Exchange Commission�s Staff
Accounting Bulletin Number 101, Revenue Recognition in Financial Statements.

(4) During 2002, we adopted Statement of Financial Accounting Standards (�SFAS�) No. 142, Goodwill and Other
Intangible Assets, which required that goodwill and indefinite-lived intangible assets no longer be amortized. The
adjusted amounts presented are amounts that we would have reported had we adopted SFAS No. 142 on
January 1, 2000.

(5) Book value per share is calculated by dividing the sum of outstanding shares plus contractually issuable shares
into total shareholders� equity.

S-4
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RISK FACTORS
 You should carefully consider the specific risk factors set forth below, as well as the specific risk factors relating

to our business and our industry contained in the accompanying prospectus, before deciding to invest in our common
stock. You should also consider the other information contained or incorporated by reference in this prospectus
supplement and the accompanying prospectus before deciding to invest in our common stock. This prospectus
supplement and the accompanying prospectus contain or incorporate statements that constitute forward-looking
statements regarding, among other matters, our intent, belief or current expectations about our business. These
forward-looking statements are subject to risks, uncertainties and assumptions.
Our common stock price constantly changes.
      The price of our common stock on the New York Stock Exchange constantly changes. We expect that the market
price of our common stock will continue to change. For instance, since January 1, 2000, our stock has traded between
a low of $7.29 and a high of $32.95 per share. Such prices have been adjusted to reflect the three-for-two stock split
that occurred in July 2005. Fluctuation in our stock price is caused by a number of factors, some of which are beyond
our control, including:

� announcements by us of significant contracts, acquisitions, or capital commitments;

� changes in market valuations of property and casualty insurance companies generally;

� quarterly variations in our operating results;

� changes in estimates by securities analysts of our financial results;

� additions or departures of our key personnel;

� the acquisition or loss of our major customers; and

� significant sales of our common stock.
      In addition, the stock market in recent years has experienced broad price and volume fluctuations that have often
been unrelated to the operating performance of companies, particularly property and casualty insurance companies.
These broad market fluctuations have also adversely affected, and may continue to adversely affect, the market price
of our common stock.
Future sales of our common stock may adversely affect our common stock price.
      We believe that substantially all of the shares of our common stock that will be outstanding after this offering and
shares of our common stock issued in the future upon the exercise of outstanding options and the conversion of our
outstanding convertible notes will be freely tradable under the federal securities laws following this offering, subject
to certain limitations. These limitations include vesting provisions in option agreements, restrictions in lock-up
agreements with certain shareholders and with sellers of businesses we have acquired, and volume and manner-of-sale
restrictions under Rule 144. The future sale of a substantial number of shares of our common stock into the public
market following this offering, or the perception that such sales could occur, could adversely affect the prevailing
market price of our common stock.
Our strategy of acquiring other related insurance industry companies for growth may not succeed and may
adversely affect our financial condition and results of operations.
      Our strategy for growth includes growing through acquisitions of insurance industry related companies. This
strategy presents risks that could materially adversely affect our business and financial performance, including:

� the diversion of our management�s attention;

� our ability to assimilate the operations and personnel of the acquired companies;
S-5
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� the contingent and latent risks associated with the past operations of, and other unanticipated problems arising in,
the acquired companies;

� the need to expand management, administration, and operational systems; and

� increased competition for acquisition, opportunities and qualified employees.
      We cannot predict whether:

� we will be able to acquire additional insurance related companies on terms favorable to us;

� we will be able to successfully integrate the operations of any new insurance related company into our business;

� we will realize any anticipated benefits of completed acquisitions; or

� there will be substantial unanticipated costs associated with new acquisitions.
      In addition, future acquisitions by us may result in:

� potentially dilutive issuances of our equity securities;

� the incurrence of additional debt; and

� the recognition of potential impairment of goodwill and other intangible assets.
USE OF PROCEEDS

      The net proceeds to us from the sale of shares of our common stock in this offering are $149,800,000
(approximately $172,300,000 if the underwriter�s over-allotment option is exercised in full), after deducting
underwriting discounts and estimated offering expenses payable by us.
      We intend to use the net proceeds for general corporate purposes, including contributing capital to our insurance
company subsidiaries and funding pending and future acquisitions.

S-6
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CAPITALIZATION
      The following table sets forth our unaudited capitalization as of September 30, 2005, on an actual basis and as
adjusted to reflect the sale by us of the 4,687,500 shares of the common stock and the application of the estimated net
proceeds from such sales as described in �Use of Proceeds.� You should read this table along with our selected
consolidated financial data and our historical financial statements and notes thereto included elsewhere or
incorporated by reference in this prospectus supplement.

As of September 30, 2005

Actual As Adjusted(1)

(Unaudited)
(In thousands)

Notes payable $ 309,679 $ 309,679

Total debt 309,679 309,679

Shareholders� equity
Common stock, $1.00 par value; 250,000,000 shares authorized
(shares issued and outstanding: actual � 105,725,000; as
adjusted � 110,413,000(2)) 105,725 110,413
Additional paid-in capital 593,029 738,141
Retained earnings 758,790 758,790
Accumulated other comprehensive income 19,640 19,640

Total shareholders� equity 1,477,184 1,626,984

Total capitalization $ 1,786,863 $ 1,936,663

(1) Assumes no exercise of the over-allotment option. If the over-allotment option is exercised, common stock would
be $111,116 and additional paid-in capital would be $759,938.

(2) Excludes 12,753,081 shares of our common stock reserved for issuance upon the exercise of options to purchase
shares of our common stock, of which options to purchase 8,387,224 shares have been granted, including
currently exercisable options to purchase 1,387,863 shares, as of September 30, 2005.

S-7
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MARKET INFORMATION
Price Range of Common Stock
      Our common stock trades on the New York Stock Exchange under the ticker symbol �HCC.�
      The following table sets forth the intra-day high and low sale prices for quarterly periods during the period
January 1, 2003 through November 17, 2005, as reported by the New York Stock Exchange and the dividends
declared, in each case, as adjusted to reflect the three-for-two stock split.

High Low Dividends

2005:
Fourth Quarter (through November 17, 2005) $ 32.95 $ 26.91 �
Third Quarter $ 28.89 $ 25.11 .075
Second Quarter $ 26.96 $ 23.05 .075
First Quarter $ 26.17 $ 21.31 .057
2004:
Fourth Quarter $ 22.83 $ 18.35 .057
Third Quarter $ 22.39 $ 19.23 .057
Second Quarter $ 22.93 $ 20.30 .05 
First Quarter $ 23.17 $ 20.01 .05 
2003:
Fourth Quarter $ 21.39 $ 18.73 .05 
Third Quarter $ 20.84 $ 19.13 .05 
Second Quarter $ 20.13 $ 17.10 .043
First Quarter $ 17.64 $ 14.87 .043

      On November 17, 2005, the last reported sale price of our common stock as reported by the New York Stock
Exchange was $32.80 per share.
Shareholders
      We have one class of authorized capital stock, consisting of 250,000,000 shares of common stock, par value $1.00
per share. As of September 30, 2005, there were approximately 105,725,000 shares of issued and outstanding common
stock held by approximately 1,000 shareholders of record. We believe there are in excess of 34,000 beneficial owners
of our common stock.
Dividend Policy
      Beginning in June 1996, we announced a planned quarterly program of paying cash dividends to shareholders. We
paid a cash dividend of $0.013 per share in July 1996 and in each succeeding quarter through the first quarter of 1997.
We have increased the quarterly cash dividend in each year. Effective in the second quarter of 2005, our Board
increased our quarterly dividend to $0.075 per share. In addition, holders of common stock on July 1, 2005 received a
three-for-two stock split in the form of a 50% stock dividend. Our Board of Directors may review our dividend policy
from time to time, and any determination with respect to future dividends will be made in light of regulatory and other
conditions at that time, including our earnings, financial condition, capital requirements, loan covenants and other
related factors. Under the terms of our revolving loan facility, we are prohibited from paying dividends in excess of an
agreed upon maximum amount in any fiscal year. That limitation should not affect our ability to pay dividends in a
manner consistent with our past practice and current expectations.

S-8
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UNDERWRITING
      Under the terms and conditions contained in an underwriting agreement dated the date of this prospectus
supplement, Citigroup Global Markets Inc., the underwriter, has agreed to purchase, and we have agreed to sell to it,
4,687,500 of our common shares at $32.00 per share.
      The underwriting agreement provides that the obligations of the underwriter to purchase the shares included in this
offering are subject to approval of legal matters by counsel and to other conditions. The underwriter is obligated to
purchase all the shares if it purchases any of the shares (other than those covered by the over-allotment option
described below).
      The underwriter proposes to offer some of the shares directly to the public at the public offering price set forth on
the cover page of this prospectus supplement. If the shares are not sold at the initial offering price, the underwriter
may change the public offering price and other selling terms.
      We have granted to the underwriter an option, exercisable for 30 days from the date of this prospectus supplement,
to purchase up to an additional 703,125 shares of our common stock at the public offering price less the underwriting
discount. The underwriter may exercise such option solely for the purpose of covering over-allotments, if any, in
connection with this offering.
      We and certain of our executive officers and all of our directors have agreed that, for a period of 45 days from the
date of this prospectus, we and they will not, without the prior written consent of Citigroup Global Markets Inc.,
dispose of or hedge any shares of our common stock or any securities convertible into or exchangeable for our
common stock, with limited exceptions, including that we may (i) issue and sell common stock pursuant to any
employee stock option plan, stock ownership plan or dividend reinvestment plan of ours in effect on the date of this
prospectus supplement; (ii) issue common stock issuable upon the conversion of securities or the exercise of warrants
or options outstanding on the date of this prospectus supplement; and (iii) issue $10,000,000 worth of common stock,
subject to restrictions to prevent resale for a period of at least 90 days, pursuant to our proposed acquisition of or
merger with Perico Ltd. Citigroup Global Markets Inc. in its sole discretion may release any of the securities subject
to these lock-up agreements at any time without notice.
      Our common stock is listed on the New York Stock Exchange under the symbol �HCC�.
      The following table shows the underwriting discounts and commissions that we are to pay to the underwriter in
connection with this offering. These amounts are shown as assuming both no exercise and full exercise of the
underwriter�s option to purchase additional shares of our common stock.

Paid by HCC

No Exercise Exercise

Per share $ 0.05 $ 0.05
Total $ 234,375 $ 269,531

      In addition to the underwriting discount, the underwriter will receive a commission from investors in the amount
of $0.05 for each share of common stock sold to those investors in this offering.
      In connection with the offering, Citigroup Global Markets Inc. may purchase and sell our common stock in the
open market. These transactions may include short sales, syndicate covering transactions and stabilizing transactions.
Short sales involve syndicate sales of our common stock in excess of the principal amount of our common stock to be
purchased by the underwriter in the offering, which creates a syndicate short position. �Covered� short sales are sales of
shares made in an amount up to the number of shares represented by the underwriter�s over-allotment option. In
determining the source of shares to close out the covered syndicate short position, the underwriter will consider,
among other things, the price of shares available for purchase in the open market as compared to the price at which it
may purchase shares through the over-allotment option. Transactions to close out the covered syndicate short position
involve either purchases of common stock in the open market after the distribution has been completed or the exercise
of the over-allotment option. The underwriter may also make �naked� short sales of shares in
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excess of the over-allotment option. The underwriter must close out any naked short position by purchasing shares of
common stock in the open market. A naked short position is more likely to be created if the underwriter is concerned
that there may be downward pressure on the price of the shares in the open market after pricing that could adversely
affect investors who purchase in the offering. Stabilizing transactions consist of bids for or purchases of shares in the
open market while the offering is in progress.
      Any of these activities may have the effect of preventing or retarding a decline in the market price of our common
shares. They may also cause the price of our common shares to be higher than the price that otherwise would exist in
the open market in the absence of these transactions. The underwriter may conduct these transactions on the New
York Stock Exchange, in the over-the-counter market or otherwise. If the underwriter commences any of these
transactions, it may discontinue them at any time.
      We estimate that our total expenses for this offering, excluding underwriting discounts, will be approximately
$200,000.
      The underwriter and certain of its affiliates have performed investment banking or other financial services for us
and certain of our affiliates from time to time for which they have received customary fees and expenses. The
underwriter may, from time to time, engage in transactions with and perform services for us in the ordinary course of
its business.
      We have agreed to indemnify the underwriter against certain liabilities, including liabilities under the Securities
Act of 1933, or to contribute to payments the underwriter may be required to make because of any of those liabilities.

CERTAIN LEGAL MATTERS
      Haynes and Boone, LLP will pass upon the validity of our common stock and certain legal matters regarding our
common stock. Cleary Gottlieb Steen & Hamilton LLP will pass upon certain legal matters for the underwriter.

EXPERTS
      The financial statements and management�s assessment of the effectiveness of internal control over financial
reporting (which is included in Management�s Report on Internal Control over Financial Reporting) incorporated in
this prospectus supplement by reference to the Annual Report on Form 10-K for the year ended December 31, 2004
have been so incorporated in reliance on the reports of PricewaterhouseCoopers LLP, independent registered public
accounting firm, given on the authority of said firm as experts in auditing and accounting.
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PROSPECTUS

HCC Insurance Holdings, Inc.
Common Stock

Senior Debt Securities
Subordinated Debt Securities

Warrants

We may offer from time to time up to $750,000,000 of any combination of the securities described in this prospectus. We will not offer or
sell any securities under this prospectus unless accompanied by a prospectus supplement.

We may offer and sell, from time to time:

� debt securities;

� shares of our common stock; and

� warrants to purchase our debt securities or our common stock.

We will provide the specific terms of these securities in one or more supplements to this prospectus. You should read this prospectus and
any prospectus supplement carefully before you invest in these securities.

We may sell the securities directly, or through agents designated from time to time, or to or through underwriters or dealers. If any
underwriters are involved in the sale of any securities, their names and any applicable commissions or discounts will be set forth in a prospectus
supplement. For additional information on the methods of sale, you should refer to the section entitled �Plan of Distribution.�

Our common stock is listed on the NYSE under the Symbol �HCC.� The last reported sale price on January 18, 2002 was $25.86 per share.

 Investment in these securities involves risk. See the Risk Factors section beginning on page 6.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these
securities or passed upon the accuracy of this prospectus or whether it is truthful or complete. Any representation to the contrary is a
criminal offense.

The date of this prospectus is January 22, 2002.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we have filed with the Securities and Exchange Commission using a �shelf� registration
process. Under the shelf registration process, we may offer any combination of the securities described in this prospectus in one or more
offerings with a total offering price of up to $750,000,000. This prospectus provides you with a general description of securities we may offer.
Each time we use this prospectus to offer securities, we will provide a prospectus supplement that will contain specific information about the
terms of that offering. The prospectus supplement may also add, update or change information contained in this prospectus. Please carefully read
this prospectus, any prospectus supplement and the documents incorporated by reference in the prospectus together with the additional
information described under �Where You Can Find More Information� and �Risk Factors� before you make an investment decision.

You should rely only on the information contained in this prospectus and the applicable prospectus supplement. We have not authorized any
other person to provide you with different information. If anyone provides you with different or inconsistent information, you should not rely on
it. We are not making an offer to sell the securities in any jurisdiction where the offer or sale is not permitted. You should assume that the
information appearing in this prospectus, together with the information we previously filed with the SEC and incorporated by reference, is
accurate only as of the date on the front cover of this prospectus. The information included in any prospectus supplement is accurate only as of
the date of that prospectus supplement. Our business, financial condition, results of operations and prospects may change after the date on the
front cover of this prospectus.

2

Edgar Filing: HCC INSURANCE HOLDINGS INC/DE/ - Form 424B5

Table of Contents 24



Table of Contents

THE COMPANY

As used in this prospectus, unless otherwise required by the context, the terms �we,� �us,� �our� and the �Company� refer to HCC
Insurance Holdings, Inc. and its consolidated subsidiaries, and the term �HCC� refers only to HCC Insurance Holdings, Inc.

Overview

We provide property and casualty insurance and accident and health insurance coverages, underwriting agency and intermediary services,
and other insurance related services both to commercial customers and individuals. We concentrate our activities in selected narrowly defined
lines of business. We operate primarily in the United States and the United Kingdom, although some of our operations have a broader
international scope. We underwrite insurance both on a direct basis, where we insure a risk in exchange for a premium, and on a reinsurance
basis, where we insure all or a portion of another insurance company�s risk in exchange for all or a portion of the premium. We market our
insurance products both directly to customers and through a network of independent or affiliated agents and brokers.

Our insurance companies are risk-bearing and focus their underwriting activities on providing insurance and/or reinsurance in the following
lines of business:

� contingency;

� disability;

� energy;

� errors and omissions;

� general aviation;

� kidnap and ransom;

� life, accident and health;

� marine;

� medical stop-loss;

� professional liability; and

� property.

In the United States, Avemco Insurance Company, U.S. Specialty Insurance Company and HCC Life Insurance Company operate on an
admitted, or licensed, basis. Houston Casualty Company operates on a surplus lines basis as a non-admitted, or unlicensed, insurer offering
insurance coverage not otherwise available from an admitted insurer in the relevant state.

Our underwriting agencies underwrite on behalf of our insurance companies and other insurance companies. They receive fees for these
services and do not bear any of the insurance risk of the companies for which they underwrite. Our underwriting agencies generate revenues
based entirely on management fees and profit commissions and specialize in contingency, disability, kidnap and ransom, medical stop-loss, and
professional liability insurance and a variety of accident and health related insurance and reinsurance products. Our medical stop-loss insurance
provides coverages to companies, associations and public entities that elect to self-insure their employee�s medical coverage for losses within
specified levels, allowing them to manage the risk of excessive health insurance exposure by limiting aggregate and specific losses to a
predetermined amount.
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We have recently consolidated the operations of certain of our agencies with certain of our insurance companies to improve operational
efficiencies. The operations of HCC Aviation Insurance Group, Inc., and our occupational accident and workers� compensation underwriting
agency, HCC Employer Services, Inc., were consolidated into those of our licensed property and casualty insurance company, U.S. Specialty
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Insurance Company, and the operations of our London-based accident and health underwriting agency, LDG Re (London), Ltd., were
consolidated with those of the London branch of our largest property and casualty insurance company, Houston Casualty Company. We expect
to continue consolidating certain agency operations in the future.

Our intermediaries provide insurance and reinsurance brokerage services for our insurance companies and our clients, and receive fees for
their services. Our intermediaries do not bear any of the insurance risks of the companies on behalf of which they act. They earn commission
income and to a lesser extent fees for certain services, generally paid by the insurance and reinsurance companies with whom the business is
placed. These operations consist of:

� consulting on risks by providing information to clients about insurance coverage;

� marketing risks by providing information and assistance on pricing a particular insurance risk;

� placing risks by negotiating with insurers and reinsurers to accept an insurance risk; and

� servicing risks by facilitating the collection of premiums and resolution of claims on behalf of our insurance clients.

Our intermediaries specialize in developing and marketing employee benefit plans on a retail basis and in placing reinsurance for both
accident and health, and property and casualty lines of business.

We are a Delaware corporation. Our principal executive offices are located at 13403 Northwest Freeway, Houston, Texas 77040 and our
telephone number is (713) 690-7300. We maintain a World Wide Web-site at www.hcch.com. The reference to our World Wide Web address
does not constitute the incorporation by reference of the information contained at this site in this prospectus supplement or the accompanying
prospectus.

Our Strategy

Our business philosophy as an insurer is to maximize underwriting profits while limiting risk in order to preserve shareholders� equity and
maximize earnings. We concentrate our insurance writings in selected, narrowly defined lines of business where we believe we can achieve an
underwriting profit. We focus on lines of business that have relatively short lead times between the occurrence of an insured event and the
reporting of claims. We market our insurance products both directly to customers and through independent or affiliated agents and brokers.

The property and casualty insurance industry and individual lines of business within the industry are cyclical in that there are times when a
large number of companies offer insurance on certain lines of business, and the premiums tend to go down, and other times where insurance
companies decide to limit their writings in certain lines of business or suffer from excessive losses, which tends to increase the premiums for
those companies that continue to write insurance in those lines of business. In our insurance company operations, we believe our operational
flexibility, which permits us to shift the focus of our insurance underwriting activity among our various lines of business and also to shift the
emphasis from our insurance risk-bearing business to our non-insurance fee-based business, as well as our experienced underwriting personnel
and access to, and expertise in, the reinsurance marketplace allow us to implement a strategy of emphasizing more profitable lines of business
during periods of increased premium rates and de-emphasizing less profitable lines of business during periods of severe competition. In addition,
we believe that our underwriting agencies and intermediary subsidiaries complement our insurance underwriting activities. Our ability to utilize
affiliated insurers, underwriting agencies and intermediaries permits us to retain a greater portion of the gross revenue derived from written
premium.

We purchase reinsurance by transferring part of the risk we have assumed through the process of ceding this risk to a reinsurance company
in exchange for part of the premium we receive in connection with the risk. We purchase reinsurance to limit the net loss from both individual
and catastrophic risks to our insurance companies. The amount of reinsurance we purchase varies by, among other things, the particular risks
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inherent in the policies underwritten, the pricing of reinsurance and the competitive conditions within the relevant line of business.

In 2000 and 2001, due to a hardening of the respective markets, premium rates in the accident and health, energy, general aviation and
medical stop-loss lines of business increased. We anticipate continued improvements in these markets and in all of our lines of business during
2002 as a result of the effects from the September 11, 2001 terrorist attacks in the United States on the insurance industry and other market
conditions and market forces. In response to these changing market conditions, we plan to continue to expand the underwriting activities in our
insurance company operations.

We also acquire or make strategic investments in companies that present an opportunity for future profits or for enhancement of our
business. We expect to continue to seek to acquire complementary businesses with established management and established reputations in the
insurance industry. We believe that we can enhance acquired businesses through the synergies created by our underwriting capabilities and our
other operations. However, our business plan is shaped by our underlying business philosophy, which is to maximize underwriting profit, while
preserving shareholders� equity. As a result, our primary objective is to increase net earnings rather than market share or gross written premium.

In our ongoing operations, we will continue to:

� emphasize the underwriting of lines of business in which premium rates, the availability and cost of reinsurance, and market conditions
warrant;

� limit our net loss exposure to our insurance company subsidiaries from a catastrophe loss through the use of reinsurance; and

� review the potential acquisition of specialty insurance operations and other strategic investments.
5
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RISK FACTORS

Investing in our securities will provide you with an interest in, or obligation of, our Company. As an investor, you will be subject to risks
inherent in our businesses. The performance of your investment in our Company will reflect the performance of our business relative to, among
other things, general economic and industry conditions, market conditions and competition. The value of your investment may increase or it may
decline and could result in a loss. You should carefully consider the following factors as well as other information contained in this prospectus
or information incorporated by reference before deciding to make any investment in our Company.

If we cannot obtain adequate reinsurance protection for the risks we have underwritten, we will either be exposed to greater losses from
these risks or we will reduce the level of business we underwrite, which will reduce our revenues.

We purchase reinsurance for significant amounts of risk underwritten by our insurance company subsidiaries, especially catastrophe risks.
We also purchase reinsurance on risks underwritten by others which we reinsure through a retrocession agreement. Market conditions beyond
our control determine the availability and cost of the reinsurance protection we purchase, which may affect the level of our business and
profitability. For instance, the natural attrition of reinsurers who exit lines of business, or who curtail their writings, for economic or other
reasons, reduces the capacity of the reinsurance market, causing rates to rise. In addition, the historical results of reinsurance programs and the
availability of capital also affect the availability of reinsurance. Our reinsurance facilities are generally subject to annual renewal. We cannot
assure you that we can maintain our current reinsurance facilities or that we can obtain other reinsurance facilities in adequate amounts and at
favorable rates. Further, we cannot determine at this time what the present and longer term effects of the September 11, 2001 attacks will have
on the reinsurance market in general and on our ability to obtain reinsurance in adequate amounts and at favorable rates in particular. If we are
unable to renew our expiring facilities or to obtain new reinsurance facilities, either our net exposures would increase or, if we are unwilling to
bear an increase in net exposures, we would have to reduce the level of our underwriting commitments, especially catastrophe exposed risks.
Either of these potential developments could have a material adverse effect on our business. The lack of available reinsurance may also
adversely affect our ability to generate fee and commission income in our underwriting agency and reinsurance intermediary operations. A
reinsurance intermediary structures and arranges reinsurance between insurers seeking to cede insurance risks and reinsurers willing to assume
such risks.

If the companies that provide our reinsurance do not pay all of our claims, we could incur severe losses.

We purchase reinsurance by transferring, or ceding, part of the risk we have assumed to a reinsurance company in exchange for part of the
premium we receive in connection with the risk. Although reinsurance makes the reinsurer liable to us to the extent the risk is transferred or
ceded to the reinsurer, it does not relieve us, the reinsured, of our liability to our policyholders. Accordingly, we bear credit risk with respect to
our reinsurers. We cannot assure you that our reinsurers will pay all of our reinsurance claims, or that they will pay our claims on a timely basis.

It is presently unclear what effect the attacks of September 11, 2001 will ultimately have on the financial position of our reinsurers. At
present, we can neither determine the extent to which we will be liable, as a result of the terrorist attacks of September 11, for risks we have
ceded to reinsurers, nor can we determine the extent to which our credit risk with respect to our reinsurers may have increased because the
reinsurers are in a weakened financial position as a result of the September 11 attacks. If we become liable for risks we have ceded with respect
to the September 11 attacks or if our reinsurers cease to meet their obligations to us, whether because they are in a weakened position as a result
of the September 11 attacks or otherwise, our results of operations and financial position could be materially adversely affected.
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If we are unsuccessful in competing against larger or more well-established business rivals, our results of operations and financial
condition will be adversely affected.

In our specialty insurance operations, we compete in narrowly-defined niche classes of business such as the insurance of private aircraft
(general aviation), and employer sponsored, self-insured medical plans (medical stop-loss), as distinguished from such general lines of business
as automobile or homeowners insurance. We compete with a large number of other companies in our selected lines of business, including:
American International Group and U.S. Aviation Insurance Group (a subsidiary of Berkshire Hathaway, Inc.) in our aviation line of business;
SAFECO Corporation and Hartford Life, Inc. in our medical stop-loss line of business; and Underwriters at Lloyd�s, ACE Limited and
XL Capital Ltd. in our accident and health line of business. We face competition both from specialty insurance companies, underwriting
agencies and intermediaries as well as from diversified financial services companies that are significantly larger than we are and that have
significantly greater financial, marketing and other resources than we do. Some of these competitors also have longer experience and more
market recognition than we do. In addition to competition in the operation of our business, we face competition from a variety of sources in
attracting and retaining qualified employees.

We cannot assure you that we will maintain our current competitive position in the markets in which we operate, or that we will be able to
expand our operations into new markets. If we fail to do so, our business could be materially adversely affected.

Because we are a property and casualty insurer, unforeseen catastrophic losses may adversely affect our results of operations, liquidity
and financial condition.

Property and casualty insurers are subject to claims arising out of catastrophes that may have a significant effect on their results of
operations, liquidity and financial condition. Catastrophe losses have had a significant impact on our results. Catastrophes can be caused by
various events, including hurricanes, windstorms, earthquakes, hailstorms, explosions, severe winter weather and fires and may include
man-made events, such as the September 11, 2001 terrorist attacks on the World Trade Center. The incidence and severity of catastrophes are
inherently unpredictable. The extent of losses from a catastrophe is a function of both the total amount of insured exposure in the area affected
by the event and the severity of the event. Most catastrophes are restricted to small geographic areas; however, hurricanes, earthquakes and
terrorist attacks may produce significant damage in large, heavily populated areas. Catastrophes can cause losses in a variety of our property and
casualty lines, and most of our past catastrophe-related claims have resulted from hurricanes and earthquakes; however, as a result of the
September 11, 2001 terrorist attacks, we experienced the largest single loss to our insurance company operations in our history. Insurance
companies are not permitted to reserve for a catastrophe until it has occurred. In 2002, we expect that approximately 10% of our current business
may be affected by catastrophes. It is therefore possible that a catastrophic event or multiple catastrophic events could have material adverse
effect upon our results of operations, liquidity and financial condition.

Because we operate internationally, fluctuations in currency exchange rates may affect our receivable and payable balances and our
reserves, which may adversely affect our results of operations and financial condition.

We underwrite insurance coverages which are denominated in a number of foreign currencies, and we establish and maintain our loss
reserves with respect to these policies in their respective currencies. Our net earnings could be adversely affected by exchange rate fluctuations,
which would adversely affect receivable and payable balances and reserves. Our principal area of exposure relates to fluctuations in exchange
rates between the major European currencies (particularly the British pound sterling) and the U.S. dollar. Consequently, a change in the
exchange rate between the U.S. dollar and the British pound sterling could have an adverse effect on our net earnings.

On a limited basis, we enter into foreign currency forward contracts as a hedge against foreign currency fluctuations. The foreign currency
forward contracts are used to convert currency at a known rate in an amount
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that approximates average monthly expenses. Thus, the effect of these transactions is to limit the foreign currency exchange risk of the recurring
monthly expenses. We use these foreign currency forward contracts strictly as a hedge against existing exposure to foreign currency fluctuations
rather than as a form of speculative or trading investment.

If we fail to comply with extensive state, federal and foreign regulations, we will be subject to penalties, which may include fines and
suspension and which may adversely affect our results of operations and financial condition.

We are subject to extensive governmental regulation and supervision. Most insurance regulations are designed to protect the interests of
policyholders rather than shareholders and other investors. This regulation, generally administered by a department of insurance in each state in
which we do business, relates to, among other things:

� approval of policy forms and premium rates;

� standards of solvency, including risk-based capital measurements (which is a measure developed by the National Association of Insurance
Commissioners and used by state insurance regulators to identify insurance companies that potentially are inadequately capitalized);

� licensing of insurers and their agents;

� restrictions on the nature, quality and concentration of investments;

� restrictions on the ability of our insurance company subsidiaries to pay dividends to us;

� restrictions on transactions between insurance company subsidiaries and their affiliates;

� restrictions on the size of risks insurable under a single policy;

� requiring deposits for the benefit of policyholders;

� requiring certain methods of accounting;

� periodic examinations of our operations and finances;

� prescribing the form and content of records of financial condition required to be filed; and

� requiring reserves for unearned premium, losses and other purposes.

State insurance departments also conduct periodic examinations of the affairs of insurance companies and require the filing of annual and
other reports relating to the financial condition of insurance companies, holding company issues and other matters.

Recently adopted federal financial services modernization legislation is expected to lead to additional federal regulation of the insurance
industry in the coming years. Also, foreign governments regulate our international operations. Our business depends on compliance with
applicable laws and regulations and our ability to maintain valid licenses and approvals for our operations.

Some regulatory authorities have relatively broad discretion to grant, renew, or revoke licenses and approvals. Regulatory authorities may
deny or revoke licenses for various reasons, including the violation of regulations. In some instances, we follow practices based on our
interpretations of regulations, or those that we believe may be generally followed by the industry, which may be different from the requirements
or interpretations of regulatory authorities. If we do not have the requisite licenses and approvals and do not comply with applicable regulatory
requirements, the insurance regulatory authorities could preclude or temporarily suspend us from carrying on some or all of our activities or
otherwise penalize us. That type of action could have a material adverse effect on our business. Also, changes in the level of regulation of the
insurance industry (whether federal, state or foreign), or changes in laws or regulations themselves or interpretations by regulatory authorities,
could have a material adverse effect on our business.

8
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If the rating agencies downgrade our company or our insurance companies, our results of operations and competitive position in the
industry may suffer.

Ratings have become an increasingly important factor in establishing the competitive position of insurance companies. Our insurance
companies are rated by A.M. Best Company and Standard & Poor�s Corporation. A.M. Best and Standard & Poor�s ratings reflect their opinions
of an insurance company�s and insurance holding company�s financial strength, operating performance, strategic position, and ability to meet its
obligations to policyholders, and are not evaluations directed to investors. Our ratings are subject to periodic review by A.M. Best and
Standard & Poor�s and the continued retention of those ratings cannot be assured. If our ratings are reduced from their current levels by
A.M. Best and/or Standard & Poor�s, our results of operations could be adversely affected.

Our loss reserves are based on an estimate of our future liability. If actual claims prove to be greater than our reserves, our results of
operations and financial condition may be adversely affected.

We maintain loss reserves to cover our estimated liability for unpaid losses and loss adjustment expenses, including legal and other fees as
well as a portion of our general expenses, for reported and unreported claims incurred as of the end of each accounting period. Reserves do not
represent an exact calculation of liability. Rather, reserves represent an estimate of what we expect the ultimate settlement and administration of
claims will cost. These estimates, which generally involve actuarial projections, are based on our assessment of facts and circumstances then
known, as well as estimates of future trends in claims severity, frequency, judicial theories of liability and other factors. These variables are
affected by both internal and external events, such as changes in claims handling procedures, inflation, judicial trends and legislative changes.
Many of these items are not directly quantifiable in advance. Additionally, there may be a significant reporting lag between the occurrence of the
insured event and the time it is reported to us. The inherent uncertainties of estimating reserves are greater for certain types of liabilities,
particularly those in which the various considerations affecting the type of claim are subject to change and in which long periods of time may
elapse before a definitive determination of liability is made. Reserve estimates are continually refined in a regular and ongoing process as
experience develops and further claims are reported and settled. Adjustments to reserves are reflected in the results of the periods in which such
estimates are changed. Because setting reserves is inherently uncertain, there can be no assurance that current reserves will prove adequate in
light of subsequent events.

We have recently announced that we estimate our pre-tax gross loss related to the terrorist attacks of September 11, 2001 to be
$141.0 million and our pre-tax net loss to be $35.0 million. We believe our estimates of gross and net losses to be reasonable, but they may be
subject to adjustment as we receive additional information from our clients and producers. It is difficult to fully estimate our losses from the
September 11, 2001 attacks given the uncertain nature of the damage theories related to insurance claims made in connection with the attacks.

We invest a significant amount of our assets in fixed income securities that have experienced market fluctuations. Fluctuations in the
fair market value of fixed income securities may greatly reduce the value of our investment portfolio, and as a result, our financial
condition may suffer.

As of September 30, 2001, $489.7 million of our $911.8 million investment portfolio was invested in fixed income securities. The fair
market value of these fixed income securities and the investment income from these fixed income securities fluctuate depending on general
economic and market conditions. With respect to our investments in fixed income securities, the fair market value of these investments generally
increases or decreases in an inverse relationship with fluctuations in interest rates, while net investment income realized by us from future
investments in fixed income securities will generally increase or decrease with interest rates. In addition, actual net investment income and/or
cash flows from investments that carry prepayment risk (such as mortgage-backed and other asset-backed securities) may differ from those
anticipated at the time of investment as a result of interest rate fluctuations. An investment has prepayment risk when there is a risk that the
timing of cash flows that result from the repayment of principal might occur earlier than anticipated because of declining interest rates or later
than anticipated because of rising interest rates. Historically, the
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impact of market fluctuations has affected our financial statements. Because all of our fixed income securities are classified as available for sale,
changes in the fair market value of our securities are reflected in our balance sheet. Similar treatment is not available for liabilities. Therefore,
interest rate fluctuations could adversely affect our generally accepted accounting principles, or GAAP, shareholders� equity, total comprehensive
income and/or our cash flows. Historically, the impact of market fluctuations has affected our financial statements. Unrealized pre-tax net
investment gains (losses) on investments in fixed-income securities were $11.9 million, ($19.0 million) and $3.6 million for the years ended
2000, 1999 and 1998, respectively.

If states drastically increase the assessment our insurance companies are required to pay, our results of operations and financial
condition will suffer.

Our insurance company subsidiaries are subject to assessments in most states where we are licensed for the provision of funds necessary for
the settlement of covered claims under certain policies provided by impaired, insolvent or failed insurance companies. Maximum contributions
required by law in any one year vary by state and have historically been between 1% and 2% of annual premiums written. We cannot predict
with certainty the amount of future assessments. Significant assessments could have a material adverse effect on our financial condition or
results of operations.

If we are unable to obtain dividends in needed amounts from our insurance company subsidiaries as a result of regulatory restrictions,
we may not be able to meet our debt, dividend, and expense obligations.

Our principal assets are the shares of capital stock of our insurance company subsidiaries. We may rely on dividends from our insurance
company subsidiaries to meet our obligations for paying principal and interest on outstanding debt obligations, dividends to shareholders and
corporate expenses. The payment of dividends by our insurance company subsidiaries is subject to regulatory restrictions and will depend on the
surplus and future earnings of these subsidiaries, as well as the regulatory restrictions. As a result, should our other sources of funds prove to be
inadequate, we may not be able to receive dividends from our insurance company subsidiaries at times and in amounts necessary to meet our
obligations.
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USE OF PROCEEDS

Except as otherwise described in the applicable prospectus supplement, we intend to use the net proceeds from the sale of our securities for
general corporate purposes, including, but not limited to, the following purposes:

� contribute capital to insurance company subsidiaries;

� make acquisitions;

� make capital expenditures;

� provide working capital;

� purchase equity or fixed income investments;

� repay or refinance debt or other corporate obligations; or

� repurchase and redeem securities.

Pending any specific application, we may initially invest funds in short-term marketable securities or apply them to the reduction of
short-term indebtedness.

RATIO OF EARNINGS TO FIXED CHARGES

The ratio of our earnings to our fixed charges for the periods indicated are as follows:

For the Nine Months For the Years Ended December 31,
Ended September 30,

2001 2000 1999 1998 1997 1996

Ratio of earnings to fixed charges 3.69 5.13 3.58 15.42 11.10 9.31

For these ratios, earnings consist of income before interest expense, including amortization of capitalized expenses related to indebtedness
estimated interest factor (33.3%) of rental expense, accounting changes and income taxes. Fixed charges consist of interest expense, including
amounts capitalized, amortization of capitalized expenses related to indebtedness, and estimated interest factor (33.3%) of rent expense.

DESCRIPTION OF OUR COMMON STOCK

Set forth below is a summary of all of the material provisions of our organizational documents. You should read the organizational
documents, which are filed as exhibits to this registration statement, for other provisions that may be important to you. In addition, you should
be aware that the summary below does not give full effect to the terms of the provisions of statutory or common law which may affect your
rights as a shareholder.

Pursuant to our Certificate of Incorporation, we have the authority to issue an aggregate of 250,000,000 shares of common stock, par value
$1.00 per share. As of December 31, 2001, 61,437,555 shares of common stock were outstanding, and 5,789,323 shares of our common stock
were reserved for issuance under our various stock option plans.

Voting rights. Each share of common stock is entitled to one vote in the election of directors and on all other matters submitted to a vote of
our shareholders. Our shareholders do not have the right to cumulate their votes in the election of directors.
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Dividends, distributions and stock splits. Holders of our common stock are entitled to receive dividends if, as and when such dividends are
declared by our Board of Directors out of assets legally available therefor.

Liquidation. In the event of any dissolution, liquidation, or winding up of our affairs, whether voluntary or involuntary, after payment of our
debts and other liabilities, our remaining assets will be distributed ratably among the holders of common stock.
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Fully Paid. All shares of common stock outstanding are fully paid and nonassessable, and all the shares of common stock to be outstanding
upon completion of this offering will be fully paid and nonassessable.

Other Rights. Holders of our common stock have no redemption or conversion rights and no preemptive or other rights to subscribe for our
securities.

Delaware Anti-Takeover Law and Certain Charter and Bylaw Provisions

We are a Delaware corporation. The Delaware General Corporation Law contains certain provisions that could discourage potential
takeover attempts and make it more difficult for our shareholders to change management or receive a premium for their shares.

Delaware Law. We are subject to Section 203 of the Delaware General Corporation Law, an anti-takeover law. In general, the statute
prohibits a publicly-held Delaware corporation from engaging in a business combination with an �interested shareholder� for a period of three
years after the date of the transaction in which the person became an interested shareholder, unless the business combination is approved in a
prescribed manner that includes approval by at least 66.7% of the outstanding stock not owned by the interested shareholder. A �business
combination� includes a merger, asset sale or other transaction resulting in a financial benefit to the shareholder. For purposes of Section 203, an
�interested shareholder� is defined to include any person that is:

� the owner of 15% or more of the outstanding voting stock of the corporation;

� an affiliate or associate of the corporation and was the owner of 15% or more of the voting stock outstanding of the corporation, at any
time within three years immediately prior to the relevant date; and

� an affiliate or associate of the persons described in the foregoing bullet points.

Shareholders may, by adopting an amendment to the corporation�s Certificate of Incorporation or Bylaws, elect for the corporation not to be
governed by Section 203, effective 12 months after adoption. Neither our Certificate of Incorporation nor our Bylaws exempt us from the
restrictions imposed under Section 203. It is anticipated that the provisions of Section 203 may encourage companies interested in acquiring us
to negotiate in advance with our Board of Directors because shareholder approval of the transaction, as discussed above, would be unnecessary.

Charter and Bylaw Provisions. Our Certificate of Incorporation and Bylaws provide that any action required or permitted to be taken by our
shareholders may be effected either at a duly called annual or special meeting of the shareholders or by written consent of the shareholders.
Special meetings of shareholders may be called by the President, the Board of Directors or by a majority of the shareholders entitled to vote at
the special meeting.

Our Certificate of Incorporation does not provide for the division of our Board of Directors into classes. Each year at the annual meeting of
shareholders, all directors are elected to hold office until the next succeeding annual meeting of shareholders. The number of directors is fixed
by resolution of the Board, but is required under the Bylaws to be at least seven and not more than fifteen. The size of the board is currently
fixed at thirteen members.

Directors may be removed with the approval of the holders of a majority of the shares entitled to vote at a meeting of shareholders.
Directors may be removed by shareholders with or without cause. Vacancies and newly-created directorships resulting from any increase in the
number of directors may be filled by a majority of the directors then in office, a sole remaining director, or the holders of a majority of the shares
entitled to vote at a meeting of shareholders.
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Limitation of Liability; Indemnification

Our Certificate of Incorporation contains certain provisions permitted under the Delaware General Corporation Law relating to the liability
of directors. These provisions eliminate a director�s personal liability for monetary damages resulting from a breach of fiduciary duty, except that
a director will be personally liable:

� for any breach of the director�s duty of loyalty to us or our shareholders;

� for acts or omissions not in good faith or which involve intentional misconduct or a knowing violation of law;

� under Section 174 of the Delaware General Corporation Law relating to unlawful stock repurchases or dividends; or

� for any transaction from which the director derives an improper personal benefit.

These provisions do not limit or eliminate our rights or those of any shareholder to seek non-monetary relief, such as an injunction or
rescission, in the event of a breach of a director�s fiduciary duty. These provisions will not alter a director�s liability under federal securities laws.

Our Bylaws also contain provisions indemnifying our directors and officers to the fullest extent permitted by the Delaware General
Corporation Law. We have entered into separate indemnification agreements with our directors and officers that may, in some cases, be broader
than the specific indemnification provisions contained in our Certificate of Incorporation, Bylaws or the Delaware General Corporation Law.
The indemnification agreements may require us, among other things, to indemnify the officers and directors against certain liabilities, other than
liabilities arising from willful misconduct, that may arise by reason of their status or service as directors or officers. These agreements also may
require us to advance the expenses incurred by the officers and directors as a result of any proceeding against them as to which they could be
indemnified. We believe that these indemnification arrangements are necessary to attract and retain qualified individuals to serve as directors
and officers.

Transfer Agent and Registrar

The Transfer Agent and Registrar for the common stock is First Union National Bank.

DESCRIPTION OF SENIOR DEBT SECURITIES AND

SUBORDINATED DEBT SECURITIES

General

The debt securities will be our general unsecured obligation and will be issued as either senior notes and debentures, which are referred to
throughout as the senior debt securities, or subordinated notes and debentures, which are referred to throughout as the subordinated debt
securities, or both. We would issue our debt securities under one or more separate indentures, in each case between us, our subsidiary guarantors
and the trustee, and in substantially the form that has been filed as an exhibit to the registration statement of which this prospectus is a part, but
subject to any future amendments or supplements. We will issue senior debt securities under a senior indenture and subordinated debt securities
under a subordinated indenture. We refer to the senior indenture and the subordinated indenture below singularly as the indenture or together as
the indentures. We refer to the senior trustee and the subordinated trustee below individually as a trustee and together as the trustees.

Set forth below is a summary of all of the material terms of the indentures. The particular terms of the debt securities we might offer and the
extent to which these general provisions apply will be described in a prospectus supplement relating to the offered debt securities. We have
included the forms of the indentures under which the offered debt securities will be issued as exhibits to the registration statement, and you
should read the indentures for provisions that may be important to you.
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Our payment obligations under any debt securities may, if specified in any prospectus supplement, be fully and unconditionally guaranteed
by one or more of our subsidiaries as subsidiary guarantors. If any series of debt securities is guaranteed by one of our subsidiaries, the
applicable prospectus supplement will identify each subsidiary guarantor and describe such subsidiary guarantee, including the circumstances in
which it may be released. Unless specified otherwise in any prospectus supplement, any guarantee of debt securities by one or more of our
subsidiaries will be on a full and unconditional basis.

Unless we provide otherwise in any prospectus supplement, the indentures do not limit the aggregate principal amount of debt securities that
we can issue. We may issue debt securities in one or more series and in differing aggregate principal amounts. We may issue debt securities in
any currency or currency unit that we may designate. We may issue debt securities in registered or global form. The rights of holders of debt
securities will be limited to our assets and the assets of any subsidiary guarantors.

Except in the case of any debt securities that are guaranteed by a subsidiary guarantor, the debt securities will not be obligations of any of
our subsidiaries. Except as may be described in any prospectus supplement, the indentures do not limit the ability of our subsidiaries to incur
debt in the future. Our right to participate in the assets of any subsidiary (and thus the ability of holders of the debt securities to benefit indirectly
from such assets) is generally subject to the prior claims of creditors, including trade creditors, of that subsidiary, except to the extent that we are
recognized as a creditor of such subsidiary, in which case our claims would still be subject to any security interest of other creditors of such
subsidiary. Unless the debt securities are guaranteed by our subsidiaries, the debt securities will be structurally subordinated to creditors,
including trade creditors, of our subsidiaries with respect to the assets of the subsidiaries against which such creditors have a more direct claim.

The senior debt securities will rank equally with all of our other senior debt, if any. As of September 30, 2001, our debt to equity ratio was
19.8:100. If we offer subordinated debt, the subordinated debt securities will have a junior position to all of our senior debt, if any. We currently
have outstanding $172,500,000 in 2.00% Convertible Notes Due 2021, which are unsecured obligations that will rank equally with our existing
and future unsecured senior indebtedness. As of December 31, 2001, we have no outstanding indebtedness under our $200,000,000 bank loan
facility. Any amounts borrowed under that facility would be senior to the subordinated debt securities. We will disclose any material changes to
such amounts in a prospectus supplement prepared in accordance with this prospectus. Other than as may be described in a prospectus
supplement, neither indenture will contain any covenant or provision that affords debt holders protection in the event that we enter into a highly
leveraged transaction in which we borrow a substantial amount of the monetary requirements for such transaction. These same holders would
not have any right to require us to repurchase the debt securities, in the event that the credit rating of any debt securities declined as a result of
our involvement in a takeover, recapitalization, similar restructuring or otherwise.

A prospectus supplement including the indentures, filed as an exhibit, relating to any series of debt securities that we may offer will include
specific terms relating to the offering. These terms will include some or all of the following:

� the title and type of debt securities being offered, which may include medium term notes;

� the total principal amount of debt securities being offered;

� whether the debt securities will be issued in one or more forms of global securities and whether such global securities are to be issuable in
temporary global form or permanent global form;

� whether the debt securities will be guaranteed by any of the subsidiaries of the Company;

� the dates on which the principal of, and premium, if any, on the offered debt securities is payable;

� the interest rate or the method of determining the interest rate;

� the date from which interest will accrue;

� the interest payment dates;
14
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� the place where the principal, premium and interest is payable;

� any optional redemption periods;

� any sinking fund or other provisions that would obligate us to repurchase or otherwise redeem the debt securities;

� whether the debt securities will be convertible into shares of common stock or exchangeable for other of our securities (which would be
required to be registered under the Securities Act of 1933) and if so, the terms of conversion or exchange;

� the currency or currencies, if other than U.S. dollars, in which principal payments or other payments will be payable;

� events causing acceleration of maturity;

� any provisions granting special rights to holders when a specified event occurs;

� any changes to or additional events of default or covenants;

� any material United States federal income tax consequences and any special tax implications of ownership and disposition of the debt
securities; and

� any other terms of the debt securities.

The debt securities will be issued in registered form. There will be no service charge for any registration, transfer or exchange of debt
securities. We may, however, require payment of an amount that would be sufficient to cover any tax or other governmental charge we may
incur. We may sell debt securities at a discount or premium (which may be substantial) below or above their stated principal amount, either
bearing no interest or bearing interest at a rate that may be below the market rate at the time we issue the debt securities.

We will describe any material United States federal income tax consequences and other special considerations applicable to discounted debt
securities in the prospectus supplement. If we sell any of the offered debt securities for any foreign currency or currency unit, or if any of the
principal, premium or interest, if any, is payable on any of the offered debt securities, the restrictions, elections, tax consequences, specific terms
and other information pertaining to the offered debt securities and such foreign currency or foreign currency unit will be set forth in the
prospectus supplement describing such offered debt securities.

Denominations

We will issue the debt securities in registered form of $1,000 each or integral multiples thereof.

Subordination

Under the subordinated indenture, payment of the principal, interest and any premium on the subordinated debt securities generally will be
subordinated and junior in right of payment to the prior payment in full of all senior indebtedness. The subordinated indenture defines senior
indebtedness to include all notes or other unsecured evidences of indebtedness, including our guarantees for money borrowed by us, not
expressed to be subordinate or junior in right of payment to any other of our indebtedness and all extensions of such indebtedness. The
subordinated indenture provides that no payment of principal, interest and any premium on the subordinated debt securities may be made in the
event:

� of any insolvency, bankruptcy or similar proceeding involving us or our property;

� we fail to pay the principal, interest, any premium or any other amounts on any senior indebtedness when due;

� of a default (other than a payment default with respect to the senior indebtedness) that imposes a payment blockage on the subordinated
debt securities for a maximum of 179 days at any one time, unless the event of default has been cured or waived or shall no longer exist; or
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� the principal and any accrued interest on any series of subordinated debt securities has been declared due and payable upon an event of
default described in the subordinated debt indenture and such declaration has not been rescinded.

In the event of any voluntary or involuntary bankruptcy, insolvency, reorganization or other similar proceeding relating to us, all of our
obligations to holders of senior indebtedness will be entitled to be paid in full before any payment shall be made on account of the principal of,
or premium, if any, or interest, if any, on the subordinated debt securities of any series. In the event of any such bankruptcy, insolvency,
reorganization or other similar proceeding, holders of the subordinated debt securities of any series, together with holders of indebtedness
ranking equally with the subordinated debt securities, shall be entitled, ratably, to be paid amounts that are due to them, but only from assets
remaining after we pay in full the amounts that we owe on our senior indebtedness. We will make these payments before we make any payment
or other distribution on account of any indebtedness that ranks junior to the subordinated debt securities. However, if we have paid in full all of
the sums that we owe with respect to our senior indebtedness and creditors in respect of our obligations associated with such derivative products
have not received payment in full of amounts due to them, then the available remaining assets shall be applied to payment in full of those
obligations before any payment is made on the subordinated debt securities. If we are in default on any of our senior indebtedness or if any such
default would occur as a result of certain payments, then we may not make any payments on the subordinated debt securities or effect any
exchange or retirement of any of the subordinated debt securities unless and until such default has been cured or waived or otherwise ceases to
exist.

No provision contained in the subordinated indenture or the subordinated debt securities affects our absolute and unconditional obligation to
pay when due, principal of, premium, if any, and interest on the subordinated debt securities and neither the subordinated indenture nor the
subordinated debt securities prevent the occurrence of any default or event of default under the subordinated indenture or limit the rights of the
subordinated trustee or any holder of subordinated debt securities, subject to the three preceding paragraphs, to pursue any other rights or
remedies with respect to the subordinated debt securities. As a result of these subordination provisions, in the event of the liquidation,
bankruptcy, reorganization, insolvency, receivership or similar proceeding or an assignment for the benefit of our creditors or any of our
subsidiaries or a marshaling of our assets or liabilities and our subsidiaries, holders of subordinated debt securities may receive ratably less than
other creditors.

If this prospectus is being delivered in connection with a series of subordinated debt securities, the accompanying prospectus supplement or
the information incorporated herein by reference will set forth the approximate amount of senior indebtedness outstanding as of the end of the
most recent fiscal quarter.

Events of Default; Remedies

The following are defined as events of default under each indenture:

� our failure to pay principal or any premium on any debt security when due;

� our failure to pay any interest on any debt security when due, continued for 30 days;

� our failure to deposit any mandatory sinking fund payment when due, continued for 30 days;

� our failure to perform any other covenant or warranty in the Indenture that continues for 90 days after written notice;

� our certain events of bankruptcy, insolvency or reorganization; and

� any other event of default as may be specified with respect to debt securities of such series.

An event of default for a particular series of debt securities does not necessarily constitute an event of default for any other series of debt
securities. The trustee may withhold notice to the holders of debt securities of any default (except in the payment of principal or interest) if the
trustee considers withholding of notice to be in the best interest of the holders. If an event of default occurs, either the trustee or the holders of at
least 25% of the principal amount of the outstanding debt securities may declare the principal amount of the debt
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securities of the applicable series to be due and payable immediately. If this happens, subject to certain conditions, the holders of a majority of
the principal amount of the outstanding debt securities of such series can void the declaration. These conditions include the requirement that we
have paid or deposited with the trustee a sum sufficient to pay all overdue principal and interest payments on the series of debt securities subject
to the default. If an event of default occurs due to certain events of bankruptcy, insolvency or reorganization, the principal amount of the
outstanding debt securities of all series will become immediately due and payable without any declaration or other act on the part of either
trustee or any holder.

Depending on the terms of our indebtedness, an event of default under an indenture may cause a cross default on our other indebtedness.
Other than its duties in the case of default, a trustee is not obligated to exercise any of its rights or powers under any indenture at the request,
order or direction of any holder or group of holders unless the holders offer the trustee reasonable indemnity. If the holders provide reasonable
indemnification, the holders of a majority of the principal amount of any series of debt securities may direct the time, method and place of
conducting any proceeding for any remedy available to the trustee, or exercising any power conferred upon the trustee for any series of debt
securities. The holders of a majority of the principal amount outstanding of any series of debt securities may, on behalf of all holders of such
series, waive any past default under the indenture, except in the case of a payment of principal or interest default. We are required to provide to
each trustee an annual statement reflecting the performance of our obligations under the indenture and any statement of default, if applicable.

Covenants

Under the indentures, we will:

� pay the principal, interest and any premium on the debt securities when due;

� maintain a place of payment;

� deliver a report to the trustee at the end of each fiscal year reviewing our obligations under the indentures; and

� deposit sufficient funds with any payment agent on or before the due date for any principal, interest or any premium.
Modification or Amendment of Indentures

Under each indenture, all rights and obligations and the rights of the holders may be modified or amended with the consent of the holders of
a majority in aggregate principal amount of the outstanding debt securities of each series affected by the modification or amendment. No
modification or amendment may, however, be made without the consent of the holders of any debt securities if the following provisions are
affected:

� change in the stated maturity date of the principal payment or installment of any principal payment;

� reduction in the principal amount or premium on, or interest on any of the debt securities;

� reduction in the percentage required for modifications or amendment to be effective against any holder of any debt securities.
Consolidation, Merger and Sale of Assets

Each indenture generally permits a consolidation or merger between us and another corporation. Each indenture also permits us to sell all or
substantially all of our property and assets. If this happens, the surviving or acquiring company will assume all of our responsibilities and
liabilities under the indentures, including the payment of all amounts due on the debt securities and the performance of the covenants in the
indentures. We will only consolidate or merge with or into any other company or sell all, or substantially all, of our assets according to the terms
and conditions of the indentures. The surviving or acquiring company will be substituted for us in the Indentures with the same effect as if it had
been an original party to the indenture.
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Thereafter, the successor company may exercise our rights and powers under any indenture, in our name or in its own name. Any act or
proceeding our board of directors or any of our officers are required or permitted to do may be done by the board of directors or officers of the
successor company. If we sell all or substantially all of our assets, we shall be released from all our liabilities and obligations under any
Indenture and under the debt securities.

Discharge and Defeasance

We will be discharged from our obligations under the debt securities of any series at any time if we irrevocably deposit with the trustee
enough cash or U.S. government securities to pay the principal, interest, any premium and any other sums due through the stated maturity date
or redemption date of the debt securities of the series. In this event, we will be deemed to have paid and discharged the entire indebtedness on all
outstanding debt securities of the series. Accordingly, our obligations under the applicable indenture and the debt securities of such series to pay
any principal, premium, or interest, if any, shall cease, terminate and be completely discharged. The holders of any debt securities shall then only
be entitled to payment out of the money or U.S. government securities deposited with the trustee and such holders of debt securities of such
series will not be entitled to the benefits of the indenture except as relate to the registration, transfer and exchange of debt securities and the
replacement of lost, stolen or mutilated debt securities.

Payment and Paying Agents

We will pay the principal, interest and premium on fully registered securities at designated places. We will pay by check mailed to the
person in whose name the debt securities are registered on the day specified in the indentures or any prospectus supplement. We will make debt
securities payments in other forms at a place we designate and specify in a prospectus supplement.

Form, Exchange, Registration and Transfer

Fully registered debt securities may be transferred or exchanged at the corporate trust office of the trustee or at any other office or agency
we maintain for such purposes without the payment of any service charge except for any tax or governmental charge. The registered securities
must be duly endorsed or accompanied by a written instrument of transfer, if required by us or the security registrar. We will describe any
procedures for the exchange of debt securities for other debt securities of the same series in the prospectus supplement for that offering.

Global Securities

We may issue the debt securities of a series in whole or in part in the form of one or more global certificates that will be deposited with a
depositary we identify in a prospectus supplement. We may issue global securities in registered form and in either temporary or permanent form.
Unless and until it is exchanged in whole or part for the individual debt securities it represents, the depositary or its nominee may not transfer a
global security except as a whole. The depositary for a global security and its nominee may only transfer the global security between themselves
or their successors. We will make principal, premium and interest payments on global securities to the depositary or the nominee it designates as
the registered owner for such global securities. The depositary or its nominee will be responsible for making payments to you and other holders
of interests in the global securities. We and the paying agents will treat the persons in whose names the global securities are registered as the
owners of such global securities for all purposes. Neither we nor the paying agents have any direct responsibility or liability for the payment of
principal, premium or interest to owners of beneficial interests in the global securities, and such liability is that of the depositary or its variance.
As a result the beneficial interest holder may have to rely on the depositary to recover in the event of default.

DESCRIPTION OF WARRANTS

We may issue warrants, including warrants to purchase common stock, debt securities or other securities registered pursuant to this
registration statement and described in this prospectus. We may issue warrants
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independently or together with other securities that may be attached to or separate from the warrants. We will issue each series of warrants under
a separate warrant agreement that will be entered into between us and a bank or trust company, as warrant agent, and will be described in the
prospectus supplement relating to the particular issue of warrants. The warrant agent will act solely as our agent in connection with the warrant
of such series and will not assume any obligation or relationship of agency for or with holders or beneficial owners of warrants. The following
describes certain general terms and provisions of the warrants we may offer. We will set forth further terms of the warrants and the applicable
warrant agreement in the applicable prospectus supplement.

Debt Warrants

The applicable prospectus supplement will describe the terms of any debt warrants, including the following:

� the title of such debt warrants;

� the offering price for such debt warrants;

� the aggregate number of such debt warrants;

� the designation and terms of the debt securities purchasable upon exercise of such debt warrants;

� if applicable, the designation and terms of the securities with which such debt warrants are issued and the number of such debt warrants
issued with each security;

� if applicable, the date from and after which such debt warrants and any securities issued therewith will be separately transferable;

� the principal amount of debt securities purchasable upon exercise of a debt warrant and the price at which such principal amount of debt
securities may be purchased upon exercise;

� the date on which the right to exercise such debt warrants shall commence and the date on which such right shall expire;

� if applicable, the minimum or maximum amount of such debt warrants which may be exercised at any one time;

� whether the debt warrants represented by the debt warrant certificates or debt securities that may be issued upon exercise of the debt
warrants will be issued in registered form;

� information with respect to book-entry procedures, if any;

� the currency, currencies or currency units in which the offering price, if any, and the exercise price are payable;

� if applicable, a discussion of certain United States federal income tax considerations;

� the antidilution provisions of such debt warrants, if any;

� the redemption or call provisions, if any, applicable to such debt warrant; and

� any additional terms of the debt warrants, including terms, procedures and limitations relating to the exchange and exercise of such debt
warrants.

Common Stock Warrants

The applicable prospectus supplement will describe the terms of any warrants exchangeable for common stock, including:

� the title of such warrants;
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� the aggregate number of such warrants;

� the designation and terms of the common stock issued by us purchasable upon exercise of such warrants;

� if applicable, the designation and terms of the securities with which such warrants are issued and the number of such warrants issued with
each such security;

� if applicable, the date from and after which such warrants and any securities issued therewith will be separately transferable;

� the number of shares of common stock issued by us purchasable upon exercise of the warrants and the price at which such shares may be
purchased upon exercise;

� the date on which the right to exercise such warrants shall commence and the date on which such right shall expire;

� if applicable, the minimum or maximum amount of such warrants which may be exercised at any one time;

� the currency, currencies or currency units in which the offering price, if any, and the exercise price are payable;

� if applicable, a discussion of certain United States federal income tax considerations; and

� the antidilution provisions of the warrants, if any.
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PLAN OF DISTRIBUTION

We may distribute the securities described in this prospectus or any prospectus supplement from time to time in one or more transactions at
a fixed price or prices (which may be changed from time to time), at market prices prevailing at the time of sale, at prices related to such
prevailing market prices or at negotiated prices. Each prospectus supplement will describe the method of distribution of the securities offered
under that prospectus supplement.

We may sell securities directly, through agents designated from time to time, through underwriting syndicates led by one or more managing
underwriters or through one or more underwriters acting alone. Each prospectus supplement will describe the terms of the securities to which the
prospectus supplement relates, the name or names of any underwriters or agents with whom we have entered into arrangements with respect to
the sale of such securities, the public offering or purchase price of such securities and the net proceeds we will receive from such sale.

In addition, each prospectus supplement will describe any underwriting discounts and other items constituting underwriters� compensation,
any discounts and commissions allowed or paid to dealers, if any, any commissions allowed or paid to agents, and the securities exchange or
exchanges, if any, on which the subject securities will be listed.

Any underwriter or agent participating in the distribution of the securities may be deemed to be an underwriter, as that term is defined in the
Securities Act, of the offered securities and sold and any discounts or commissions received by them, and any profit realized by them on the
same or resale of the securities may be deemed to be underwriting discounts and commissions under the Securities Act. Certain of any such
underwriters and agents, including their associates, may be customers of, engage in transactions with and perform services for us and our
subsidiaries in the ordinary course of business.

Securities may also be offered and sold, if so indicated in the prospectus supplement, in connection with a remarketing upon their purchase,
in accordance with a redemption or repayment pursuant to their terms, by one or more firms (�remarketing firms�) acting as principals for their
own accounts or as agents for either of us. Any remarketing firm will be identified and the terms of its agreement, if any, with us and its
compensation will be described in the prospectus supplement. Remarketing firms may be deemed to be underwriters in connection with the
securities remarketed thereby.

If any underwriter or any selling group member intends to engage in stabilizing, syndicate short covering transactions, penalty bids or any
other transaction in connection with the offering of securities that may stabilize, maintain, or otherwise affect the price of those securities, such
intention and a description of such transactions will be described in the prospectus supplement.

Agents and underwriters may be entitled under agreements entered into with us to indemnification by us against certain civil liabilities,
including liabilities under the Securities Act of 1933, or to contribution with respect to payments which the agents or underwriters may be
required to make in respect thereof. Certain of any such agents and underwriters, including their associates, may be customers of, engage in
transactions with, or perform services for, us and our subsidiaries in the ordinary course of business.

Except as indicated in the applicable prospectus supplement, the securities are not expected to be listed on a securities exchange, except for
the common stock, which is listed on the NYSE, and any underwriters or dealers will not be obligated to make a market in securities. We cannot
predict the activity or liquidity of any trading in the securities.

CERTAIN LEGAL MATTERS

Unless otherwise indicated in the applicable prospectus supplements, the validity of the securities offered by this prospectus will be passed
upon for us by Haynes and Boone, LLP, our legal counsel.
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EXPERTS

The financial statements incorporated in this Prospectus by reference to the Annual Report on Form 10-K of HCC Insurance Holdings, Inc.
for the year ended December 31, 2000 and to the Current Report on Form 8-K dated June 14, 2001 of HCC Insurance Holdings, Inc. have been
so incorporated in reliance on the reports of PricewaterhouseCoopers LLP, independent accountants, given on the authority of said firm as
experts in auditing and accounting.

ABOUT FORWARD-LOOKING STATEMENTS

This prospectus contains certain �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, which are intended to be covered by the safe harbors created by those laws. These
forward-looking statements include information about possible or assumed future results of our operations. All statements, other than statements
of historical facts, included or incorporated by reference in this prospectus that address activities, events or developments that we expect or
anticipate may occur in the future, including, such things as future capital expenditures, business strategy, competitive strengths, goals, growth
of our business and operations, plans, and references to future success may be considered forward-looking statements. Also, when we use words
such as �anticipate,� �believe,� �estimate,� �expect,� �intend,� �plan,� �probably� or similar expressions, we are making forward-looking statements.

Many risks and uncertainties may impact the matters addressed in these forward-looking statements. Many possible events or factors could
affect our future financial results and performance. These could cause our results or performance to differ materially from those we express in
our forward-looking statements. Although we believe that the assumptions underlying our forward-looking statements are reasonable, any of
these assumptions, and therefore also the forward-looking statements based on these assumptions, could themselves prove to be inaccurate. In
light of the significant uncertainties inherent in the forward-looking statements included in this prospectus, particularly in light of the terrorist
attacks on September 11, 2001 and the global war on terrorism, our inclusion of this information is not a representation by us or any other person
that our objectives and plans will be achieved. You should consider these risks and those we set out in the Risk Factors section of this prospectus
before you purchase our securities.

Our forward-looking statements speak only as of the date made and we will not update these forward-looking statements unless the
securities laws require us to do so. In light of these risks, uncertainties and assumptions, the forward-looking events discussed in this prospectus
may not occur.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports, proxy statements and other information with the SEC. The SEC maintains an internet site
http://www.sec.gov that contains reports, proxy and information statements, and other information regarding issuers (including us) that file
documents with the SEC electronically. Our SEC filings may be obtained from that web site. Please call the SEC at 1-800-SEC-0330 for further
information on the public reference facilities. You may also read and copy any document we file with the SEC at the following SEC public
reference facilities:

Public Reference Room
450 Fifth Street, N.W.

Room 1024
Washington, D.C. 20549

New York Regional Office
233 Broadway

New York, New York 10279

Chicago Regional Office
Citicorp Center

500 West Madison Street
Suite 1400

Chicago, Illinois 60661-2511

You may also obtain copies of the documents at prescribed rates by writing to the Public Reference Room of the SEC at 450 Fifth Street,
N.W., Room 1024, Washington, D.C. 20549.

The SEC allows us to �incorporate by reference� the information we file with them, which means that we can disclose important information
to you by referring you to those documents. The information incorporated
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by reference is considered to be part of this prospectus, and later information that we file with the SEC will automatically update and supersede
this information. We incorporate by reference the documents listed below and any future filings we make with the SEC under Sections 13(a),
13(c), 14, or 15(d) of the Securities Exchange Act of 1934 until we terminate the offering:

� Our Annual Report on Form 10-K for the year ended December 31, 2000;

� Our Current Report on Form 8-K dated February 23, 2001;

� Our Current Report on Form 8-K dated March 2, 2001;

� Our Current Report on Form 8-K dated May 11, 2001 (to the extent these items were �filed� with the SEC and not �furnished� to the SEC
pursuant to Regulation FD);

� Our Current Report on Form 8-K dated June 14, 2001;

� Our Current Report on Form 8-K dated July 27, 2001;

� Our Current Report on Form 8-K dated August 10, 2001 (to the extent these items were �filed� with the SEC and not �furnished� to the SEC
pursuant to Regulation FD);

� Our Current Report on Form 8-K dated August 24, 2001;

� Our Current Report on Form 8-K dated September 14, 2001;

� Our Current Report on Form 8-K dated October 10, 2001;

� Our Current Report on Form 8-K dated November 8, 2001 (to the extent these items were �filed� with the SEC and not �furnished� to the SEC
pursuant to Regulation FD);

� Our Current Report on Form 8-K dated November 13, 2001 (to the extent these items were �filed� with the SEC and not �furnished� to the
SEC pursuant to Regulation FD);

� Our Quarterly Report on Form 10-Q for the quarter ended March 31, 2001;

� Our Quarterly Report on Form 10-Q for the quarter ended June 30, 2001; and

� Our Quarterly Report on Form 10-Q for the quarter ended September 30, 2001.

Any person, including any beneficial owner, may request a copy of these filings, at no cost, by writing or telephoning us at the following
address:

Investor Relations
HCC Insurance Holdings, Inc.
13403 Northwest Freeway
Houston, TX 77040
713-690-7300
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