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Securities registered pursuant to Section 12(b) of the Act: None

Securities registered pursuant to Section 12(g) of the Act: Common stock, par value $.01 per share

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act.    Yes     No 

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act.    Yes     No 

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
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Yes     No 

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K.    
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated
filer. See definition of ‘‘accelerated filer and large accelerated filer’’ in Rule 12b-2 of the Exchange Act.

                Large Accelerated Filer   Accelerated Filer   Non-Accelerated Filer   
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act).

Yes     No 

The initial public offering of the registrant’s common stock was effective on August 8, 2005, and the common stock
began trading on the Nasdaq National Market on August 9, 2005, prior to which date there was no public market for
the registrant’s common stock.

The number of shares of the registrant’s common stock outstanding on March 23, 2006 was 15,087,308.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant’s definitive proxy statement for the 2006 Annual Meeting of Stockholders (the 2006 Proxy
Statement) to be filed are incorporated by reference into Part III of this report.

FORWARD-LOOKING STATEMENTS

Some of the statements in this Form 10-K are forward-looking statements within the meaning of the Securities
Litigation Reform Act of 1995. Forward-looking statements are derived from information that we currently have and
assumptions that we make. Anticipated results may not be achieved, and actual results may differ materially, because
of both known and unknown risks and uncertainties we face. We undertake no obligation to publicly update or revise
any forward-looking statements, whether as a result of new information, future events or otherwise.

Forward-looking statements are identified by words such as ‘‘expect’’, ‘‘intend’’, ‘‘plan’’, ‘‘believe’’, ‘‘anticipate’’, ‘‘seek’’ and similar
words of a future or forward-looking nature. These statements relate to, among other things:

• Statements relating to our business and growth strategies, including plans for generating
underwriting profits, potential for raising additional debt and opportunistically growing our
business;
• Expectations regarding the payment of cash dividends;
• Expectations regarding cash flows related to the regulatory approvals required to transact
insurance business;
• Expectations regarding the adequacy of our loss and loss adjustment expense reserves (LAE)
and our expectations related to future claims from hurricanes and other severe weather and our
ability to adequately reserve for potential catastrophes;
• Expectations regarding return on equity and growth of gross written premiums;
• Expectations that we can retain a greater percentage of our premiums in 2006 than in 2005;
• Belief that we are not exposed to any environmental liability claims other than those which we
have specifically underwritten and priced as an environmental exposure;
• Belief that resolution of pending litigation will not have a material adverse effect on our
financial position, results of operations or cash flows;
• 
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Belief that we can successfully underwrite workers' compensation accounts in the residential
construction industry;
• Expectation that our data warehouse and internal business processing systems will prove to be
a competitive advantage for us;
• Belief that we will be able to manage our capital actively in response to changing market
conditions;
• Belief that we offer more restrictive coverage than our competitors or standard markets and
that we can effectively manage our claims costs through investigative and loss control
initiatives;
• Belief that we are able to assertively manage our expenses, including commissions; and
• Any other statements or assumptions that are not historical facts.

Factors that could cause actual results to differ materially from our forward-looking statements include, but are not
limited to, those described under ‘‘Item 1A. — Risk Factors’’ and the following:

• Increased competition on the basis of pricing, coverage or other factors may affect financial
performance;
• The cyclical nature of our industry and of our workers’ compensation market may affect our
financial performance;
• Developments in the financial or capital markets may adversely affect the performance of our
investments or our ability to raise capital;
• Effects of war or terrorism could adversely affect our business;

• Changes in our relationships with the agencies, brokers or agents that distribute our products or
our inability to recruit new agencies, brokers or agents may affect our ability to execute our
business strategies;
• Changes in rating agency policies or practices could result in changes in the way we conduct
our business which could adversely affect our financial condition and results of operations;
• A decline in our financial ratings may result in a reduction in new and renewal business;
• Changes in regulations or laws applicable to our insurance subsidiaries could hinder our ability
to execute our business strategies or result in penalties or suspensions that adversely affect our
financial condition and results of operations;
• Changes in the market for our common stock may make it more difficult for us to negotiate
potential acquisitions in terms satisfactory to us;
• Actual outcomes of pending litigation may vary from our expectations; and
• Changes in legal theories of liability under our insurance policies could adversely affect our
financial position and results of operations.

PART I

Item 1.    Business.

 WHO WE ARE 

James River is an insurance holding company that owns and manages specialty property/casualty insurance companies
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with the objective of consistently earning underwriting profits. We currently underwrite in two specialty areas:

• excess and surplus lines in 48 states and the District of Columbia; and
• workers' compensation primarily for the residential construction industry in North Carolina.

Our underwriters evaluate and price each policy individually, and we do not extend underwriting or claims handling
authority to third parties. For the year ended December 31, 2005, we wrote $236.6 million in direct written premiums,
earned net income of $12.1 million and had a combined ratio of 91.6%. A combined ratio of less than 100% generally
indicates profitable underwriting prior to the consideration of investment income.

The executives and professional investors who founded our company have significant experience managing, acquiring
or investing in insurance operations. Key members of our management team, including J. Adam Abram, our President
and Chief Executive Officer, five of our directors and a number of the managers in our excess and surplus lines
business, were previously involved together at Front Royal, Inc., another insurance holding company with a similar
business focus. Because we wrote our first policy in July 2003, we are not burdened by material loss exposures for
years prior to 2003. We did not write any insurance during the 1990's when pricing was more competitive and policy
terms were less restrictive than in the current environment. We craft our excess and surplus lines policy terms to
manage our exposure to expanding theories of legal liability such as those which have given rise to claims from lead
paint, asbestos, mold and construction defects.

We were incorporated in September 2002. In June 2003, we acquired Fidelity Excess and Surplus Insurance Company
(Fidelity), which we renamed James River Insurance Company, from American Empire Surplus Lines Insurance
Company (American Empire), a member of the American Financial Group. The purchase price totaled $28.9 million.
With the purchase of Fidelity, we acquired surplus lines approval in 40 states and the District of Columbia and
insurance licenses in four states. We wrote our first insurance policy in July 2003. In November 2003, we formed
Stonewood Insurance Company which wrote its first policy in January 2004.

 OUR PRODUCTS 

Our subsidiary James River Insurance Company (James River Insurance) writes excess and surplus lines insurance.
Excess and surplus lines insurance covers risks that do not fit the underwriting criteria of standard carriers due,
usually, to the perceived risk associated with aspects of the insured's business. In contrast to standard carriers that are
required to be licensed in the state where the insurance is written, James River Insurance has significantly expanded
regulatory freedom to craft policy terms and charge negotiated prices. Generally, James River Insurance offers more
restrictive coverage at higher prices than would be offered by the standard market, which is necessary because
insureds in the excess and surplus market are generally considered higher risk than those in the standard market. For
the year ended December 31, 2005, James River Insurance had $207.4 million in direct written premiums.

Our subsidiary Stonewood Insurance Company (Stonewood Insurance) writes workers' compensation insurance in
North Carolina, primarily for the residential construction industry. Workers' compensation insurance provides
coverage for the statutory obligations of employers to pay for medical care and lost wages for employees who are
injured in the course of their employment. We focus on the residential construction industry because this hazardous
class has relatively high premium rates and we believe we can successfully underwrite these accounts through
proactive loss control. This approach requires us to rely on our underwriting and loss control staff to assess the risk of
potential insureds. For the year ended December 31, 2005, Stonewood Insurance had $29.2 million in direct written
premiums.
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Both James River Insurance and Stonewood Insurance are rated ‘‘A−’’ (Excellent) by A.M. Best. ‘‘A−’’ (Excellent) is the
fourth highest of 16 A.M. Best ratings. These ratings are based on matters of concern to policyholders but are not
designed or intended for use by investors in evaluating our securities.

 OUR APPROACH TO OUR BUSINESS 

We believe our approach will help us achieve our goal of delivering superior returns to our stockholders. This
approach involves the following:

Generate Underwriting Profits

We intend to generate underwriting profits by minimizing our underwriting expenses and focusing on underwriting
specialty insurance risks where we can use our expertise to price and structure policies to minimize our claims
expenses.

Operate at a Lower Expense Ratio Than Many of Our Competitors. We believe that we are able to achieve a lower
expense ratio than many of our competitors because of our assertive management of costs, including commissions. In
2005, our Excess and Surplus Insurance segment had a statutory expense ratio of 19.0% prior to the impact of an
intercompany reinsurance pooling agreement. According to the 2005 edition of Best's Aggregates & Averages
Property/Casualty, from 2000 through 2004, which we believe is the latest data available, the United States excess and
surplus lines sector had an average statutory expense ratio of 30.9%.

Focus on Specialty Insurance Markets. By focusing on specialty markets in which our underwriters have particular
expertise and in which we have fewer competitors than in standard markets, we have greater freedom to price and
structure our products and to utilize loss control measures to target maximum profitability. For example, in our Excess
and Surplus Insurance segment, we seek an underwriting profit by generally offering a combination of higher prices
and more restrictive policy terms than standard carriers. Our insureds, on the other hand, generally present higher risk
than that presented by the insureds of standard carriers.

Underwrite Each Risk Individually. We believe our goal of earning underwriting profits is best accomplished through
careful risk selection combined with a thoughtful approach to setting the terms and conditions of the policies for these
risks. We individually underwrite each risk and do not extend underwriting authority to brokers, agents or third
parties. Our underwriting team leaders have an average of 28 years of industry experience. A substantial portion of our
underwriters' compensation is linked to the underwriting profit produced by the policies they underwrite. This
approach has the potential drawback of requiring us to rely heavily on experienced underwriters who can tailor
coverages and to be particularly careful in selecting the policies we bind. Our underwriters regularly interact with our
claims personnel to aid in underwriting decisions and policy form development. In our Workers' Compensation
Insurance segment, we supplement the underwriting process through on-site inspection of insureds and proactive loss
control measures.

Use Timely and Accurate Data. We design our internal processing and data collection systems to provide our
management team with accurate and relevant information in real-time. Our data warehouse collects premium,
commission and claims data, including detailed information regarding policy price, terms, conditions and the insured's
business. This data allows us to analyze trends in our business, including results by individual agent or broker,
underwriter and class of business. We rely on our technology systems in this process.

Actively Manage Claims. We believe that actively managing our claims is an important aspect of keeping loss and
LAE low and accurately setting reserves. We attempt to investigate and settle all covered claims promptly and
thoroughly generally through direct contact with the insured and other affected parties. When our investigation leads
us to conclude that a claim or claims are not validly covered under the policy form, we vigorously contest payment
and are willing to pursue prosecution for claims fraud.
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Opportunistically Grow Our Business   

We plan to grow our business opportunistically in markets where we can use our specialized expertise to generate
consistent underwriting profits.

Expand Existing Operations. We intend to expand our existing insurance operations to increase our market share in our
chosen markets. Both our Excess and Surplus Insurance and Workers' Compensation Insurance segments are
relatively new, and we believe they can capture more market share. A potential drawback of our specialized approach
is that we may be more vulnerable to adverse events that affect the excess and surplus lines and workers'
compensation insurance business than companies which have more diversified business.

Excess and Surplus Insurance Segment. We seek to grow the business of our Excess and Surplus Insurance segment by
taking advantage of opportunities for enhanced product offerings, additional coverages, geographic expansion and
increased penetration in our existing markets. We have expanded the Excess and Surplus Insurance segment from
seven underwriting divisions at inception to 12 at December 31, 2005. We continue to make selective broker
appointments which helps drive our market penetration. In 2005, our Excess & Surplus Insurance segment wrote
$207.4 million in direct written premiums. A.M. Best estimated total premiums in this market to be $33.0 billion in
2004.

Workers' Compensation Insurance Segment. We seek to expand our Workers' Compensation Insurance segment by
adding selected agents and achieving greater market penetration. Our Workers' Compensation Insurance segment
wrote $29.2 million in direct written premium in 2005. We estimate, based in part on 2002 data (the latest we believe
to be available) from the North Carolina Rate Bureau, that the North Carolina workers' compensation market for the
portions of the construction industry in which we compete is approximately $450.0 million in direct written
premiums.

Acquire Additional Specialty Insurance Businesses. We intend to pursue acquisitions of specialty insurance businesses
which have particular expertise in their markets. Our management team has significant industry experience in
acquisitions of insurance companies and managing general agencies.

Manage Specialized Underwriting and Claims on a Decentralized Basis

Our holding company structure allows our specialized insurance operations to focus on achieving an underwriting
profit in their markets. Our decentralized underwriting and claims handling personnel are able to respond effectively
to changing conditions in the particular markets in which they operate. We handle capital raising, mergers and
acquisitions, investor and rating agency relations, financial reporting and other support functions at the holding
company level. This decentralized approach means management must make special efforts to ensure the Company is
coordinated as a whole.

Manage Capital Actively

We intend to expand our business and capital base to capitalize on opportunities to earn an underwriting profit or to
reduce our business and capital base if attractive underwriting opportunities are not available. We expect to finance
our future operations with a combination of debt and equity and do not intend to seek to raise or retain more capital
than we believe we can profitably deploy in a reasonable time frame. We may not, however, always be able to raise
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capital when needed. Our ratings from A.M. Best are very important to us and maintaining them will be a principal
consideration in our decisions regarding capital.
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Maintain a Strong Balance Sheet

We intend to set reserves conservatively and monitor reinsurance recoverables exposure carefully in order to maintain
a strong balance sheet. We focus on making our profits from underwriting and do not expect above-market returns or
risks in our investment portfolio. As a consequence, our investment returns may not be as high as those earned by
some of our competitors. Our balance sheet is not burdened with material legacy liabilities related to loss exposures
for years prior to 2003.

 BUSINESS SEGMENTS 

James River operates in two principal segments: Excess and Surplus Insurance (through our James River Insurance
subsidiary) and Workers' Compensation Insurance (through our Stonewood Insurance subsidiary). The following table
shows our premiums by segment:

Excess and
Surplus Insurance

Workers’
Compensation
Insurance Total
(in millions)

Year ended December 31, 2005:
Direct written premiums $ 207.4 $ 29.2 $ 236.6
Gross written premiums 207.4 33.6 241.0
Net written premiums 111.1 29.5 140.6
Net earned premiums 91.4 26.1 117.5
Year ended December 31, 2004:
Direct written premiums $ 133.4 $ 9.2 $ 142.6
Gross written premiums 133.4 9.2 142.6
Net written premiums 112.4 7.8 120.2
Net earned premiums 70.5 5.2 75.7
Year ended December 31, 2003:
Direct written premiums $ 36.8 $ — $ 36.8
Gross written premiums 36.8 — 36.8
Net written premiums 27.4 — 27.4
Net earned premiums 5.1
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