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PART I - FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATMENTS

RenaissanceRe Holdings Ltd. and Subsidiaries

Consolidated Balance Sheets

(in thousands of United States Dollars, except per share amounts)

September 30,
2012

Assets (Unaudited)
Fixed maturity investments trading, at fair value
(Amortized cost $4,971,116 and $4,265,929 at September 30, 2012 and $5.089.540
December 31, 2011, respectively) T
Fixed maturity investments available for sale, at fair value
(Amortized cost $82,045 and $130,669 at September 30, 2012 and December 31,

) 94,826
2011, respectively)
Short term investments, at fair value 679,356
Equity investments trading, at fair value 57,617
Other investments, at fair value 752,000
Investments in other ventures, under equity method 82,212
Total investments 6,755,551
Cash and cash equivalents 249,123
Premiums receivable 701,240
Prepaid reinsurance premiums 189,592
Reinsurance recoverable 209,490
Accrued investment income 37,327
Deferred acquisition costs 83,222
Receivable for investments sold 344,367
Other assets 215,008

Goodwill and other intangible assets 8,588

Total assets $8,793,508
Liabilities, Noncontrolling Interests and Shareholders’ Equity

Liabilities

Reserve for claims and claim expenses $1,782,680
Unearned premiums 718,261

Debt 358,595

Reinsurance balances payable 356,136
Payable for investments purchased 576,052
Other liabilities 206,709
Liabilities of discontinued operations held for sale 1,318
Total liabilities 3,999,751
Commitments and Contingencies

Redeemable noncontrolling interest — DaVinciRe 950,822
Shareholders’ Equity

Preference Shares: $1.00 par value — 22,000,000 shares issued and outstanding at 550.000
September 30, 2012 (December 31, 2011 — 22,000,000) ’
Common shares: $1.00 par value — 48,228,296 shares issued and outstanding at 48998

September 30, 2012 (December 31, 2011 — 51,542,955)
Accumulated other comprehensive income 14,067

Retained earnings 3,226,661
Total shareholders’ equity attributable to RenaissanceRe 3,838,956

December 31,
2011
(Audited)

$4,291,465

142,052

905,477
50,560
748,984
70,714
6,209,252
216,984
471,878
58,522
404,029
33,523
43,721
117,117
180,992
8,894
$7,744,912

$1,992,354
347,655
353,620
256,883
303,264
211,369
13,507
3,478,652

657,727

550,000

51,543

11,760
2,991,890
3,605,193
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Noncontrolling interest 3,979 3,340
Total shareholders’ equity 3,842,935 3,608,533
Total liabilities, noncontrolling interests and shareholders’ equity $8,793,508 $7,744.912

See accompanying notes to the consolidated financial statements
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RenaissanceRe Holdings Ltd. and Subsidiaries

Consolidated Statements of Operations

For the three and nine months ended September 30, 2012 and 2011

(in thousands of United States Dollars, except per share amounts) (Unaudited)

Three months ended Nine months ended
September 30, September 30, September 30, September 30,
2012 2011 2012 2011
Revenues
Gross premiums written $136,359 $139,938 $1,467,846 $1,392,006
Net premiums written $105,035 $103,010 $1,025,240 $983,580
Increase in unearned premiums 157,588 126,214 (239,536 ) (231,640
Net premiums earned 262,623 229,224 785,704 751,940
Net investment income (loss) 45,164 (27,940 ) 126,878 65,669
Net foreign exchange gains (losses) 3,001 (2,650 ) 3,951 (6,511
Equity in earnings (losses) of other ventures 4,310 4,794 16,626 (13,831
Other (loss) income (881 ) (2,015 ) (28,686 ) 42,963
Net realized and unrealized gains on investments 76,258 16,983 153,374 46,748
Total other-than-temporary impairments — (498 ) (395 ) (498

Portion recognized in other comprehensive income,

_ 49 52 49

before taxes

Net other-than-temporary impairments — (449 ) (343 ) (449
Total revenues 390,475 217,947 1,057,504 886,529
Expenses

Net claims and claim expenses incurred 73,215 77,830 138,318 857,628
Acquisition expenses 24,438 26,057 74,157 72,275
Operational expenses 42,390 42,169 126,180 126,298
Corporate expenses 3,850 3,582 12,728 9,657
Interest expense 5,891 5,722 17,325 17,647
Total expenses 149,784 155,360 368,708 1,083,505
{Zigsme (loss) from continuing operations before 240,691 62.587 688.796 (196.976
Income tax (expense) benefit (144 ) 1,435 (1,005 ) 3,260
Income (loss) from continuing operations 240,547 64,022 687,791 (193,716
(Loss) income from discontinued operations (54 ) (965 ) 1,166 (12,585
Net income (loss) 240,493 63,057 688,957 (206,301
illfér(el;ltcsome) loss attributable to noncontrolling (51,083 ) (5.044 ) (138.348 ) 58.545
Net income (loss) attributable to RenaissanceRe 189,410 58,013 550,609 (147,756
Dividends on preference shares (8,750 ) (8,750 ) (26,250 ) (26,250
Net income (loss) available (attributable) to $180.660 $49.263 $524.359 $(174.006

RenaissanceRe common shareholders

Income (loss) from continuing operations available
(attributable) to RenaissanceRe common $3.67 $0.98 $10.36 $(3.19
shareholders per common share — basic

(Loss) income from discontinued operations

(attributable) available to RenaissanceRe common — (0.02 ) 0.02 (0.25
shareholders per common share — basic
Net income (loss) available (attributable) to $3.67 $0.96 $10.38 $(3.44

RenaissanceRe common shareholders per common
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share — basic

Income (loss) from continuing operations available

(attributable) to RenaissanceRe common $3.62 $0.97
shareholders per common share — diluted

(Loss) income from discontinued operations

(attributable) available to RenaissanceRe common — (0.02
shareholders per common share — diluted

Net income (loss) available (attributable) to

RenaissanceRe common shareholders per common $3.62 $0.95
share — diluted
Dividends per common share $0.27 $0.26

See accompanying notes to the consolidated financial statements
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RenaissanceRe Holdings Ltd. and Subsidiaries

Consolidated Statements of Comprehensive Income (Loss)

For the three and nine months ended September 30, 2012 and 2011
(in thousands of United States Dollars) (Unaudited)

Three months ended Nine months ended
September 30, September 30, September 30, September 30,
2012 2011 2012 2011
Comprehensive income (loss)
Net income (loss) $240,493 $63,057 $688,957 $(206,301
Change in net unrealized gains on investments 1,536 (6,890 ) 2,359 (8,688
Portion of other-than-temporary impairments
recognized in other comprehensive income (loss) “9 ) (52 ) 49
Comprehensive income (loss) 242,029 56,118 691,264 (215,038
Net (income) loss attributable to noncontrolling (51,083 ) (5,044 ) (138.348 ) 58.545
interests
Change in net unrealized gains on fixed maturity
investments available for sale attributable to — — — 6
noncontrolling interests
Comprehen.swe. (income) loss attributable to (51,083 ) (5,044 ) (138.348 ) 58.551
noncontrolling interests
Comprehensive income (loss) attributable to $190,946 $51,074 $552,916 $(156,487

RenaissanceRe

Disclosure regarding net unrealized gains
Total realized and net unrealized holding gains
(losses) on investments and net $2,293 $(4,320 ) $4,822 $(3,418
other-than-temporary impairments

Net realized gains on fixed maturity investments

available for sale (757 ) 3,019 ) (2,806 ) 5713
Net other—than—temporary impairments recognized 449 343 449

in earnings

Change in net unrealized gains on investments $1,536 $(6,890 ) $2,359 $(8,682

See accompanying notes to the consolidated financial statements
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RenaissanceRe Holdings Ltd. and Subsidiaries

Consolidated Statements of Changes in Shareholders’ Equity
For the nine months ended September 30, 2012 and 2011

(in thousands of United States Dollars) (Unaudited)

Preference shares

Balance — January 1

Balance — September 30

Common shares

Balance — January 1

Repurchase of shares

Exercise of options and issuance of restricted stock awards
Balance — September 30

Additional paid-in capital

Balance — January 1

Repurchase of shares

Change in redeemable noncontrolling interest

Exercise of options and issuance of restricted stock awards
Balance — September 30

Accumulated other comprehensive income

Balance — January 1

Change in net unrealized gains on investments

Portion of other-than-temporary impairments recognized in other comprehensive
income (loss)

Balance — September 30

Retained earnings

Balance — January 1

Net income (loss)

Net (income) loss attributable to noncontrolling interests
Repurchase of shares

Dividends on common shares

Dividends on preference shares

Balance — September 30

Noncontrolling interest

Total shareholders’ equity

Nine months ended

September 30, September 30,

2012

$550,000
550,000

51,543
(3,619
304

48,228

(19,423
7,176
12,247

11,760
2,359

(52
14,067

2,991,890
688,957
(138,348
(248,847
(40,741
(26,250
3,226,661
3,979
$3,842,935

~— N N

2011

$550,000
550,000

54,110
(2,655
332

51,787

546
(305
9,090
9,331

19,823
(8,682

(49
11,092

3,312,392
(206,301
58,545
(172,683
(40,099
(26,250
2,925,604
3,227
$3,551,041

)
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See accompanying notes to the consolidated financial statements
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RenaissanceRe Holdings Ltd. and Subsidiaries
Consolidated Statements of Cash Flows

For the nine months ended September 30, 2012 and 2011
(in thousands of United States Dollars) (Unaudited)

Cash flows provided by operating activities

Net income (loss)

Adjustments to reconcile net income (loss) to net cash provided by operating
activities

Amortization, accretion and depreciation

Equity in undistributed (earnings) losses of other ventures
Net realized and unrealized gains on investments

Net other-than-temporary impairments

Net unrealized gains included in net investment income (loss)
Net unrealized losses included in other (loss) income

Change in:

Premiums receivable

Prepaid reinsurance premiums

Reinsurance recoverable

Deferred acquisition costs

Reserve for claims and claim expenses

Unearned premiums

Reinsurance balances payable

Other

Net cash provided by operating activities

Cash flows (used in) provided by investing activities
Proceeds from sales and maturities of fixed maturity investments trading
Purchases of fixed maturity investments trading

Proceeds from sales and maturities of fixed maturity investments available for sale
Purchases of fixed maturity investments available for sale
Purchases of equity investments trading

Net sales (purchases) of short term investments

Net sales of other investments

Net purchases of investments in other ventures

Net (purchases) sales of other assets

Net proceeds from sale of discontinued operations held for sale
Net cash (used in) provided by investing activities

Cash flows used in financing activities

Dividends paid — RenaissanceRe common shares

Dividends paid — preference shares

RenaissanceRe common share repurchases

Net drawdown (repayment) of debt

Net third party DaVinciRe share transactions

Net cash used in financing activities

Effect of exchange rate changes on foreign currency cash

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents, beginning of period

Nine months ended
September 30, September 30,

2012

$688,957

45,303
(12,309
(153,374
343
(35,115
10,713

(229,362
(131,070
194,539
(39,501
(209,674
370,606
99,253
(63,643
535,666

6,287,723
(6,886,239
47,925

170,162
41,262

(4,204

(343,371

(40,741
(26,250
(257,461
4,907
157,999
(161,546
1,390
32,139
216,984

)

)

)

2011

$(206,301

27,040
14,552
(46,748
449
(16,018
1,542

(373,083
(103,904
(332,842
(35,577
968,162
337,413
(397
(39,802
194,486

4,771,628
(4,353,649
97,302
(4,092
(47,996
(535,055
26,878
(21,000
58,568
269,520
262,104

(40,099
(26,250
(174,792
(200,000
(59,357
(500,498
1,228
(42,680
277,738

R N

— O N N
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Cash and cash equivalents, end of period $249,123

See accompanying notes to the consolidated financial statements
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RENAISSANCERE HOLDINGS LTD. AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

September 30, 2012

(unless otherwise noted, amounts in tables expressed in thousands of United States (“U.S.”) dollars, except per share
amounts and percentages) (Unaudited)

NOTE 1. ORGANIZATION

This report on Form 10-Q should be read in conjunction with the Company's Annual Report on Form 10-K for the

fiscal year ended December 31, 2011.

RenaissanceRe Holdings Ltd. (“RenaissanceRe”) was formed under the laws of Bermuda on June 7, 1993. Together
with its wholly owned and majority-owned subsidiaries and DaVinciRe (as defined below), which are collectively
referred to herein as the “Company”, RenaissanceRe provides reinsurance and insurance coverages and related services
to a broad range of customers.

Renaissance Reinsurance Ltd. (“Renaissance Reinsurance™), the Company’s principal reinsurance subsidiary, provides
property catastrophe and specialty reinsurance coverages to insurers and reinsurers on a worldwide basis.

The Company also manages property catastrophe and specialty reinsurance business written on behalf of joint

ventures, which principally include Top Layer Reinsurance Ltd. (“Top Layer Re”), recorded under the equity method of
accounting, and DaVinci Reinsurance Ltd. (“DaVinci”). Because the Company owns a noncontrolling equity interest in,
but controls a majority of the outstanding voting power of DaVinci's parent, DaVinciRe Holdings Ltd. (“DaVinciRe”),
the results of DaVinci and DaVinciRe are consolidated in the Company’s financial statements. Redeemable
noncontrolling interest — DaVinciRe represents the interests of external parties with respect to the net loss (income) and
shareholders’ equity of DaVinciRe. Renaissance Underwriting Managers, Ltd. (“RUM”), a wholly owned subsidiary,
acts as exclusive underwriting manager for these joint ventures in return for fee-based income and profit participation.
RenaissanceRe Syndicate 1458 (“Syndicate 1458”) is the Company’s Lloyd’s syndicate which was licensed to start
writing certain lines of insurance and reinsurance business effective June 1, 2009. RenaissanceRe Corporate Capital
¢UK) Limited (“RenaissanceRe CCL”), a wholly owned subsidiary of RenaissanceRe, is Syndicate 1458’s sole corporate
member and RenaissanceRe Syndicate Management Ltd. (“RSML”), a wholly owned subsidiary of RenaissanceRe from
November 2, 2009, is the managing agent for Syndicate 1458.

The Company, through Renaissance Trading Ltd. (“Renaissance Trading”) and RenRe Energy Advisors Ltd. (“REAL”),
transacts certain derivative-based risk management products primarily to address weather and energy risk and engages
in hedging and trading activities related to those transactions.

On November 18, 2010, RenaissanceRe entered into a definitive stock purchase agreement (the “Stock Purchase
Agreement”) with QBE Holdings, Inc. (“QBE”) to sell substantially all of its U.S.-based insurance operations including
its U.S. property and casualty business underwritten through managing general agents, its crop insurance business
underwritten through Agro National Inc. (“Agro National”), its commercial property insurance operations and its claims
operations. At December 31, 2010, the Company classified the assets and liabilities associated with this transaction as
held for sale. The financial results for these operations have been presented in the Company's consolidated financial
statements as “discontinued operations” for all periods presented. On March 4, 2011, RenaissanceRe and QBE closed
the transaction contemplated by the Stock Purchase Agreement. Refer to “Note 3. Discontinued Operations,” for more
information.

8
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NOTE 2. SIGNIFICANT ACCOUNTING POLICIES

There have been no material changes to our significant accounting policies as described in our Annual Report on
Form 10-K for the year ended December 31, 2011.

BASIS OF PRESENTATION

The consolidated financial statements have been prepared on the basis of accounting principles generally accepted in
the United States (“GAAP”) for interim financial information and in conformity with the instructions to Form 10-Q and
Article 10 of Regulation S-X. Accordingly, they do not include all of the information and footnotes required by
GAAP for complete financial statements. In the opinion of management, these unaudited consolidated financial
statements reflect all adjustments (consisting of normal recurring accruals) considered necessary for a fair presentation
of the Company's financial position and results of operations as at the end of and for the periods presented. All
significant intercompany accounts and transactions have been eliminated from these statements. Except as discussed
in “Note 3. Discontinued Operations,” and unless otherwise noted, the notes to the consolidated financial statements
reflect the Company's continuing operations.

Certain comparative information has been reclassified to conform to the current presentation. Because of the
seasonality of the Company's business, the results of operations and cash flows for any interim period will not
necessarily be indicative of the results of operations and cash flows for the full fiscal year or subsequent quarters.
USE OF ESTIMATES IN FINANCIAL STATEMENTS

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported and disclosed amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ materially from those estimates. The major estimates reflected in the
Company’s consolidated financial statements include, but are not limited to, the reserve for claims and claim expenses,
reinsurance recoverables, including allowances for reinsurance recoverables deemed uncollectible, estimates of
written and earned premiums, fair value, including the fair value of investments, financial instruments and derivatives,
impairment charges and the Company’s deferred tax valuation allowance.

RECENTLY ADOPTED ACCOUNTING PRONOUNCEMENTS

Accounting for Costs Associated with Acquiring or Renewing Insurance Contracts

In October 2010, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update (“ASU”)
No. 2010-26, Accounting for Costs Associated with Acquiring or Renewing Insurance Contracts (“ASU 2010-26"),
which amends FASB ASC Topic Financial Services - Insurance. ASU 2010-26 modifies the definition of the types of
costs that can be capitalized in relation to the acquisition of new and renewal insurance contracts. The amended
guidance requires costs to be incremental or directly related to the successful acquisition of new or renewal contracts
in order to be capitalized as a deferred acquisition cost. Capitalized costs would include incremental direct costs, such
as commissions paid to brokers. Additionally, the portion of employee salaries and benefits directly related to time
spent for acquired contracts would be capitalized. Costs that fall outside the revised definition must be expensed when
incurred. ASU 2010-26 became effective for fiscal periods beginning on or after December 15, 2011, and as a result,
the Company adopted ASU 2010-26 effective January 1, 2012. The adoption of ASU 2010-26 did not have a material
impact on the Company's consolidated statements of operations and financial condition.

Amendments to Achieve Common Fair Value Measurement and Disclosure Requirements in U.S. GAAP and IFRSs
In May 2011, the FASB issued ASU No. 2011-04, Amendments to Achieve Common Fair Value Measurement and
Disclosure Requirements in U.S. GAAP and IFRSs (“ASU 2011-04"), which amends FASB ASC Topic Fair Value
Measurement. ASU 2011-04 was issued to provide largely identical guidance about fair value measurement and
disclosure requirements with the International Accounting Standards

9
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Board's new International Financial Reporting Standards (“IFRS”) 13, Fair Value Measurement. ASU 2011-04 does not
extend the use of fair value but, rather, provides guidance about how fair value should be applied where it is already
required or permitted under GAAP and requires enhanced disclosures covering all transfers between Levels 1 and 2 of
the fair value hierarchy. Additional disclosures covering Level 3 assets are also required. ASU 2011-04 became
effective for fiscal years, and interim periods within those years, beginning after December 15, 2011 and as a result,
the Company adopted ASU 2011-04 effective January 1, 2012. The adoption of ASU 2011-04 did not have a material
impact on the Company's consolidated statements of operations and financial condition. The additional disclosures
required by ASU 2011-04 have been provided in "Note 5. Fair Value Measurements" of the Company's Notes to
Consolidated Financial Statements.

Presentation of Comprehensive Income

In June 2011, the FASB issued ASU No. 2011-05, Presentation of Comprehensive Income (“ASU 2011-05"), which
amends FASB ASC Topic Comprehensive Income. ASU 2011-05 increases the prominence of items reported in other
comprehensive income and eliminates the option to present components of other comprehensive income as part of the
statement of changes in shareholders' equity. ASU 2011-05 requires that all non-owner changes in shareholders' equity
be presented either in a single continuous statement of comprehensive income or in two separate but consecutive
statements. ASU 2011-05 became effective for fiscal years, and interim periods within those years, beginning after
December 15, 2011, with retroactive application required. The Company adopted ASU 2010-26 effective January 1,
2012 and it did not have a material impact on the Company's consolidated statements of operations and financial
condition.

RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS NOT YET ADOPTED

Disclosures About Offsetting Assets and Liabilities

In December 2011, the FASB issued ASU No. 2011-11, Disclosures about Offsetting Assets and Liabilities ("ASU
2011-11"). The objective of ASU 2011-11 is to enhance disclosures by requiring improved information about
financial instruments and derivative instruments in relation to netting arrangements. ASU 2011-11 is effective for
interim and annual periods beginning on or after January 1, 2013, with retrospective presentation of the new
disclosure required. The Company is currently evaluating the impact of this guidance; however, since this update
affects disclosures only, it is not expected to have a material impact on the Company's consolidated financial
statements.

Testing Indefinite-Lived Intangible Assets for Impairment

In July 2012, the FASB issued ASU No. 2012-02, Intangibles - Goodwill and Other (Topic 350): Testing
Indefinite-Lived Intangible Assets for Impairment ("ASU 2012-02"). ASU 2012-02 simplifies the guidance for testing
the decline in the realizable value of indefinite-lived intangible assets other than goodwill. ASU 2012-02 allows an
organization the option to first assess the qualitative factors to determine whether it is necessary to perform the
quantitative impairment test. An organization electing to perform a qualitative assessment is no longer required to
calculate the fair value of an indefinite-lived intangible asset unless the organization determines, based on a qualitative
assessment, that it is “more likely than not” that the asset is impaired. ASU 2012-02 is effective for annual and interim
impairment tests performed for fiscal years beginning after September 15, 2012. Early adoption is permitted. The
Company is currently evaluating the impact of this guidance; however, it is not expected to have a material impact on
the Company's consolidated financial statements.

10
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NOTE 3. DISCONTINUED OPERATIONS

U.S.-Based Insurance Operations

On November 18, 2010, RenaissanceRe entered into a Stock Purchase Agreement with QBE to sell substantially all of
its U.S.-based insurance operations, including its U.S. property and casualty business underwritten through managing
general agents, its crop insurance business underwritten through Agro National, its commercial property insurance
operations and its claims operations. At December 31, 2010, the Company classified the assets and liabilities
associated with this transaction as held for sale and the assets and liabilities were recorded at the lower of the carrying
value or fair value less costs to sell. The financial results for these operations have been presented as discontinued
operations in the Company's consolidated statements of operations for all periods presented.

Consideration for the transaction was book value at December 31, 2010, for the aforementioned businesses, payable in
cash at closing and subject to adjustment for certain tax and other items. The transaction closed on March 4, 2011 and
net consideration of $269.5 million was received by RenaissanceRe.

Pursuant to the Stock Purchase Agreement, RenaissanceRe was subject to a post-closing review following December
31, 2011 of the net reserve for claims and claim expenses for loss events occurring on or prior to December 31, 2010
(the “Reserve Collar”). Subsequent to the post-closing review, RenaissanceRe was liable to pay, or otherwise reimburse
QBE amounts up to $10.0 million for net adverse development on prior accident years net claims and claim expenses.
Conversely, if prior accident years net claims and claim expenses experienced net favorable development, QBE was
liable to pay, or otherwise reimburse RenaissanceRe amounts up to $10.0 million.

During 2011, the Company recognized a $10.0 million liability and corresponding expense in liabilities of
discontinued operations held for sale and (loss) income from discontinued operations, respectively, due to purported
net adverse development on prior accident years net claims and claim expenses associated with the Reserve Collar.
Effective May 23, 2012, RenaissanceRe and QBE reached an agreement in respect of the Reserve Collar, and
RenaissanceRe paid QBE the sum of $9.0 million on June 1, 2012, representing full and final settlement of the
Reserve Collar and recorded a gain of $1.0 million in income from discontinued operations during the second quarter
of 2012.

NOTE 4. INVESTMENTS

Fixed Maturity Investments Trading

The following table summarizes the fair value of fixed maturity investments trading:

September 30, December 31,

2012 2011
U.S. treasuries $1,178,345 $885,152
Agencies 426,067 158,561
Non-U.S. government (Sovereign debt) 156,473 216,916
FDIC guaranteed corporate 14,105 423,630
Non-U.S. government-backed corporate 371,186 640,757
Corporate 1,709,229 1,187,437
Agency mortgage-backed 571,028 428,042
Non-agency mortgage-backed 206,156 82,096
Commercial mortgage-backed 447,945 255,885
Asset-backed 9,006 12,989
Total fixed maturity investments trading $5,089,540 $4,291,465
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Fixed Maturity Investments Available For Sale
The following table summarizes the amortized cost, fair value and related unrealized gains and losses and non-credit
other-than-temporary impairments of fixed maturity investments available for sale:

Included in Accumulated
Other Comprehensive Income

Non-Credit
Amortized Gross Gross Other-Than-
At September 30, 2012 Cost Unrealized Unrealized Fair Value Temporary
Gains Losses Impairments
(1
Corporate $9,472 $1,051 $(125 ) $10,398 $(46 )
Agency mortgage-backed 8,980 815 — 9,795 —
Non-agency mortgage-backed 15,329 3,149 (15 ) 18,463 (863 )
Commercial mortgage-backed 43,910 7,639 €] ) 51,546 —
Asset-backed 4,354 270 — 4,624 —
Tot:.ell fixed maturity investments $82.045 $12.924 $(143 ) $94.826 $(909 )
available for sale
Included in Accumulated
Other Comprehensive Income
Non-Credit
Amortized Gross Gross Other-Than-
At December 31, 2011 Cost Unrealized Unrealized Fair Value Temporary
Gains Losses Impairments
(1
IC;Ie(l)jrgU.S. government (Soverelgn$ 10,087 $921 $(12 ) $10.996 $_
Non-U.S. government-backed 312 13 . 35 .
corporate
Corporate 18,449 1,535 (517 ) 19,467 (176 )
Agency mortgage-backed 12,636 1,071 — 13,707 —
Non-agency mortgage-backed 21,097 1,862 (284 ) 22,675 (1,837 )
Commercial mortgage-backed 63,269 6,576 (1 ) 69,844 —
Asset-backed 4,819 219 — 5,038 —
Total fixed maturity investments $130.669 $12.197 $(814 ) $142.052 $(2.013 )

available for sale

Represents the non-credit component of other-than-temporary impairments recognized in accumulated other
comprehensive income since the adoption of guidance related to the recognition and presentation of

(1) other-than-temporary impairments under FASB ASC Topic Financial Instruments — Debt and Equity Securities,
during the second quarter of 2009, adjusted for subsequent sales of securities. It does not include the change in fair
value subsequent to the impairment measurement date.

12
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Contractual maturities of fixed maturity investments are as follows. Expected maturities will differ from contractual
maturities because borrowers may have the right to call or prepay obligations with or without call or prepayment
penalties.

Trading Available for Sale Total Fixed Maturity
Investments
At September 30, 2012 Amortized Fair Value Amortized Fair Value Amortized Fair Value
Cost Cost Cost
yDe‘:;m less thanone ¢ /1754 $417.618 $112 $104 $417.353 $417.722
Due after one through ) (55 309 5630258 2.892 3,064 2603291 2,633,322
five years
Due after five through ¢ ) ¢ 665,788 5,051 5,620 635,057 671,408
ten years
Due after ten years 126,717 141,741 1,417 1,610 128,134 143,351
Mortgage-backed 1,188,134 1225129 68219 79.804 1,256,353 1,304,933
Asset-backed 8,619 9,006 4,354 4,624 12,973 13,630
Total $4.971,116  $5,089,540  $82,045 $94.,826 $5,053,161  $5,184,366

Equity Investments Trading
The following table summarizes the fair value of equity investments trading:

September 30, December 31,
2012 2011
Financial institution securities $57,617 $50,560

Pledged Investments

At September 30, 2012, $1,270.7 million of cash and investments at fair value were on deposit with, or in trust
accounts for the benefit of various counterparties, including with respect to the Company's principal letter of credit
facility. Of this amount, $515.1 million is on deposit with, or in trust accounts for the benefit of, U.S. state regulatory
authorities.

Net Investment Income (Loss), Net Realized and Unrealized Gains on Investments and Net Other-Than-Temporary
Impairments

The components of net investment income are as follows:

Three months ended September 30, 2012 2011
Fixed maturity investments $24,785 $11,435
Short term investments 219 281
Equity investments 181 171
Other investments
Hedge funds and private equity investments 10,383 (25,702 )
Other 12,737 (11,665 )
Cash and cash equivalents 63 66

48,368 (25,414 )
Investment expenses (3,204 ) (2,526 )
Net investment income (loss) $45,164 $(27,940 )

13
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Nine months ended September 30,

Fixed maturity investments

Short term investments

Equity investments

Other investments

Hedge funds and private equity investments
Other

Cash and cash equivalents

Investment expenses
Net investment income

2012
$73,554
953

532

28,443
31,882
143
135,507
(8,629
$126,878

2011
$63,774
1,309
297

6,035
2,000
152
73,567

) (7,898
$65,669

Net realized and unrealized gains on investments and net other-than-temporary impairments are as follows:

Three months ended September 30,

Gross realized gains

Gross realized losses

Net realized gains on fixed maturity investments

Net unrealized gains on fixed maturity investments trading

Net unrealized gains (losses) on equity investments trading

Net realized and unrealized gains on investments

Total other-than-temporary impairments

Portion recognized in other comprehensive income, before taxes
Net other-than-temporary impairments

Nine months ended September 30,

Gross realized gains

Gross realized losses

Net realized gains on fixed maturity investments

Net unrealized gains on fixed maturity investments trading

Net unrealized gains on equity investments trading

Net realized and unrealized gains on investments

Total other-than-temporary impairments

Portion recognized in other comprehensive income, before taxes
Net other-than-temporary impairments

2012
$19,891
(2,811
17,080
56,942
2,236
$76,258
$—

$—

2012
$75,635
(13,055
62,580
83,737
7,057
$153,374
$(395

52

$(343

2011
$38,054
) (6,099
31,955
(13,007
(1,965
$16,983
$(498
49
$(449

2011
$64,046

) (22,872
41,174
7,963
(2,389
$46,748

) $(498
49

) $(449

)
)

The following table provides an analysis of the length of time the Company’s fixed maturity investments available for

sale in an unrealized loss have been in a continual unrealized loss

Less than 12 Months

position.

12 Months or Greater Total

Fair Value

$673
96

At September 30, 2012 Fair Value Unrealized
Losses

Corporate $549 $(44 )

Non-agency mortgage-backed — —

Commercial mortgage-backed 2,522 € ) —

Total $3,071 $47 )

$769

Unrealized . Unrealized
Fair Value

Losses Losses

$(81 ) $1,222 $(125 )

(15 ) 96 (15 )

— 2,522 A3 )

$(96 ) $3,840 $(143 )
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Less than 12 Months 12 Months or Greater Total

At December 31, 2011 Fair Value Unrealized Fair Value Unrealized Fair Value Unrealized
Losses Losses Losses
IC;Ie(l)jrgU.S. government (Sovereign $915 $(9 ) $42 $3 ) $957 $(12 )
Corporate 3,935 (385 ) 412 (132 ) 4,347 (517 )
Non-agency mortgage-backed 8,024 (224 ) 798 (60 ) 8,822 (284 )
Commercial mortgage-backed — — 455 (1 ) 455 (1 )
Total $12,874 $(618 ) $1,707 $(196 ) $14,581 $(814 )

At September 30, 2012, the Company held 33 fixed maturity investments available for sale securities that were in an
unrealized loss position, including 15 fixed maturity investments available for sale securities that were in an
unrealized loss position for twelve months or greater. The Company does not intend to sell these securities and it is
not more likely than not that the Company will be required to sell these securities before the anticipated recovery of
the remaining amortized cost basis. The Company performed reviews of its fixed maturity investments available for
sale for the nine months ended September 30, 2012 and 2011, respectively, in order to determine whether declines in
the fair value below the amortized cost basis were considered other-than-temporary in accordance with the applicable
guidance, as discussed below.

Other-Than-Temporary Impairment Process

The Company's process for assessing whether declines in the fair value of its fixed maturity investments available for
sale represent impairments that are other-than-temporary includes reviewing each fixed maturity investment available
for sale that is impaired and determining: (i) if the Company has the intent to sell the debt security or (ii) if it is more
likely than not that the Company will be required to sell the debt security before its anticipated recovery; and

(iii) whether a credit loss exists, that is, where the Company expects that the present value of the cash flows expected
to be collected from the security are less than the amortized cost basis of the security.

In assessing the Company’s intent to sell securities, the Company’s procedures may include actions such as discussing
planned sales with its third party investment managers, reviewing sales that have occurred shortly after the balance
sheet date, and consideration of other qualitative factors that may be indicative of the Company’s intent to sell or hold
the relevant securities. For the nine months ended September 30, 2012, the Company recognized $Nil
other-than-temporary impairments due to the Company’s intent to sell these securities as of September 30, 2012 (2011 -
$Nil).

In assessing whether it is more likely than not that the Company will be required to sell a security before its
anticipated recovery, the Company considers various factors including its future cash flow forecasts and requirements,
legal and regulatory requirements, the level of its cash, cash equivalents, short term investments, fixed maturity
investments trading and fixed maturity investments available for sale in an unrealized gain position, and other relevant
factors. For the nine months ended September 30, 2012, the Company recognized $Nil of other-than-temporary
impairments due to required sales (2011 — $Nil).

In evaluating credit losses, the Company considers a variety of factors in the assessment of a security including: (i) the
time period during which there has been a significant decline below cost; (ii) the extent of the decline below cost and
par; (iii) the potential for the security to recover in value; (iv) an analysis of the financial condition of the issuer;

(v) the rating of the issuer; (vi) the implied rating of the issuer based on an analysis of option adjusted spreads;

(vii) the absolute level of the option adjusted spread for the issuer; and (viii) an analysis of the collateral structure and
credit support of the security, if applicable.

Once the Company determines that it is possible that a credit loss may exist for a security, the Company performs a
detailed review of the cash flows expected to be collected from the issuer. The Company estimates expected cash
flows by applying estimated default probabilities and recovery rates to the contractual cash flows of the issuer, with
such default and recovery rates reflecting long-term historical averages adjusted to reflect current credit, economic and
market conditions, giving due consideration to collateral and credit support, if applicable, and discounting the
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expected cash flows at the purchase yield on the security. In instances in which a determination is made that an
impairment exists but the Company does not intend to sell the security and it is not more likely than not that the
Company will be required to sell
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the security before the anticipated recovery of its remaining amortized cost basis, the impairment is separated into:
(i) the amount of the total other-than-temporary impairment related to the credit loss; and (ii) the amount of the total
other-than-temporary impairment related to all other factors. The amount of the other-than-temporary impairment

related to the credit loss is recognized in earnings. The amount of the other-than-temporary impairment related to all

other factors is recognized in other comprehensive income. For the nine months ended September 30, 2012, the
Company recognized $0.3 million of other-than-temporary impairments which were recognized in earnings and $52

thousand related to other factors which were recognized in other comprehensive income (2011 — $0.4 million and $49

thousand, respectively).

The following table provides a rollforward of the amount of other-than-temporary impairments related to credit losses

recognized in earnings for which a portion of an other-than-temporary impairment was recognized in accumulated

other comprehensive income:

2012
Balance — July 1 $176
Additions:
Amount related to credit loss for which an other-than-temporary impairment was
not previously recognized
Amount related to credit loss for which an other-than-temporary impairment was
previously recognized
Reductions:
Securities sold during the period (51
Securities for which the amount previously recognized in other comprehensive
income was recognized in earnings, because the Company intends to sell the —
security or is more likely than not the Company will be required to sell the security
Increases in cash flows expected to be collected that are recognized over the
remaining life of the security

Balance — September 30 $125
2012

Balance — January 1 $564

Additions:

Amount related to credit loss for which an other-than-temporary impairment was 11

not previously recognized

Amount related to credit loss for which an other-than-temporary impairment was 50

previously recognized

Reductions:

Securities sold during the period (500

Securities for which the amount previously recognized in other comprehensive

income was recognized in earnings, because the Company intends to sell the —

security or is more likely than not the Company will be required to sell the security

Increases in cash flows expected to be collected that are recognized over the

remaining life of the security o

Balance — September 30 $125

16

2011
$2,629

30

134

(2,256

$537

2011
$3,098

30

134

(2,725

$537
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NOTE 5. FAIR VALUE MEASUREMENTS

The use of fair value to measure certain assets and liabilities with resulting unrealized gains or losses is pervasive
within the Company's financial statements. Fair value is defined under accounting guidance currently applicable to the
Company to be the price that would be received upon the sale of an asset or paid to transfer a liability in an orderly
transaction between open market participants at the measurement date. The Company recognizes the change in
unrealized gains and losses arising from changes in fair value in its consolidated statements of operations, with the
exception of changes in unrealized gains and losses on its fixed maturity investments available for sale, which are
recognized as a component of accumulated other comprehensive income in shareholders' equity.

FASB ASC Topic Fair Value Measurements and Disclosures prescribes a fair value hierarchy that prioritizes the
inputs to the respective valuation techniques used to measure fair value. The hierarchy gives the highest priority to
unadjusted quoted prices in active markets for identical assets or liabilities (Level 1) and the lowest priority to
unobservable inputs (Level 3). The three levels of the fair value hierarchy are described below:

Fair values determined by Level 1 inputs utilize unadjusted quoted prices obtained from active markets for identical
assets or liabilities for which the Company has access. The fair value is determined by multiplying the quoted price by
the quantity held by the Company;

Fair values determined by Level 2 inputs utilize inputs other than quoted prices included in Level 1 that are
observable for the asset or liability, either directly or indirectly. Level 2 inputs include quoted prices for similar assets
and liabilities in active markets, and inputs other than quoted prices that are observable for the asset or liability, such
as interest rates and yield curves that are observable at commonly quoted intervals, broker quotes and certain pricing
indices; and

Level 3 inputs are based on unobservable inputs for the asset or liability, and include situations where there is little, if
any, market activity for the asset or liability. In these cases, significant management assumptions can be used to
establish management's best estimate of the assumptions used by other market participants in determining the fair
value of the asset or liability.

In certain cases, the inputs used to measure fair value may fall into different levels of the fair value hierarchy. In such
cases, the level in the fair value hierarchy within which the fair value measurement in its entirety falls has been
determined based on the lowest level input that is significant to the fair value measurement of the asset or liability.
The Company's assessment of the significance of a particular input to the fair value measurement in its entirety
requires judgment, and the Company considers factors specific to the asset or liability.

In order to determine if a market is active or inactive for a security, the Company considers a number of factors,
including, but not limited to, the spread between what a seller is asking for a security and what a buyer is bidding for
the same security, the volume of trading activity for the security in question, the price of the security compared to its
par value (for fixed maturity investments), and other factors that may be indicative of market activity.

There have been no material changes in the Company's valuation techniques, nor have there been any transfers
between Level 1 and Level 2, or Level 2 and Level 3, respectively, during the period represented by these
consolidated financial statements.
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Below is a summary of the assets and liabilities that are measured at fair value on a recurring basis and also represents
the carrying amount on the Company’s consolidated balance sheet:

Quoted
Prices in Significant C g
. Significant

Active Other Unobservable
At September 30, 2012 Total Markets for Observable Tnputs

Identical Inputs (Level 3)

Assets (Level 2)

(Level 1)
Fixed maturity investments
U.S. treasuries $1,178,345 $1,178,345 $— $—
Agencies 426,067 — 426,067 —
Non-U.S. government (Sovereign debt) 156,473 — 156,473 —
FDIC guaranteed corporate 14,105 — 14,105 —
Non-U.S. government-backed corporate 371,186 — 371,186 —
Corporate 1,719,627 — 1,691,874 27,753
Agency mortgage-backed 580,823 — 580,823 —
Non-agency mortgage-backed 224,619 — 224,619 —
Commercial mortgage-backed 499,491 — 499,491 —
Asset-backed 13,630 — 13,630 —
Total fixed maturity investments 5,184,366 1,178,345 3,978,268 27,753
Short term investments 679,356 — 679,356 —
Equity investments trading 57,617 57,617 — —
Other investments
Private equity partnerships 359,880 — — 359,880
Senior secured bank loan funds 279,839 — 252,809 27,030
Catastrophe bonds 106,319 — 106,319 —
Hedge funds 5,962 — — 5,962
Total other investments 752,000 — 359,128 392,872
Other assets and (liabilities)
Assumed and ceded (re)insurance contracts 5,945 — — 5,945
Derivatives (1) 24,383 74 27,670 (3,361 )
Other 11,451 (7,818 ) — 19,269
Total other assets and (liabilities) 41,779 (7,744 ) 27,670 21,853

$6,715,118 $1,228,218 $5,044,422 $442,478

(1) See "Note 12. Derivative Instruments" for additional information related to the fair value by type of contract, of
derivatives entered into by the Company.
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At December 31, 2011

Fixed maturity investments

U.S. treasuries

Agencies

Non-U.S. government (Sovereign debt)
FDIC guaranteed corporate
Non-U.S. government-backed corporate
Corporate

Agency mortgage-backed
Non-agency mortgage-backed
Commercial mortgage-backed
Asset-backed

Total fixed maturity investments
Short term investments

Equity investments trading
Other investments

Private equity partnerships
Senior secured bank loan funds
Catastrophe bonds

Non-U.S. fixed income funds
Hedge funds

Miscellaneous other investments
Total other investments

Other assets and (liabilities)

Assumed and ceded (re)insurance contracts

Derivatives (1)
Other
Total other assets and (liabilities)

Total

$885,152
158,561
227912
423,630
641,082
1,206,904
441,749
104,771
325,729
18,027
4,433,517
905,477
50,560

367,909
257,870
70,999
28,862
21,344
2,000
748,984

2,115
3,312
10,644
16,071
$6,154,609

Quoted
Prices in
Active
Markets for
Identical
Assets
(Level 1)

$885,152

885,152

50,560

707
(6,869
(6,162
$929,550

Significant
Other
Observable
Inputs
(Level 2)

$—
158,561
227912
423,630
641,082
1,179,143
441,749
104,771
325,729
18,027
3,520,604
905,477

237,815
70,999
28,862
14,782

352,458

(6,293

) —

) (6,293
$4,772,246

Significant
Unobservable
Inputs

(Level 3)

367,909
20,055

6,562
2,000
396,526

2,115
8,898
17,513
28,526
$452,813

(1) See "Note 12. Derivative Instruments" for additional information related to the fair value by type of contract, of

derivatives entered into by the Company.

Level 1 and Level 2 Assets and Liabilities Measured at Fair Value

Fixed Maturity Investments

Fixed maturity investments included in Level 1 consist of the Company's investments in U.S. treasuries. Fixed
maturity investments included in Level 2 are agencies, non-U.S. government, Federal Deposit Insurance Company
("FDIC") guaranteed corporate, non-U.S. government-backed corporate, corporate, agency mortgage-backed,
non-agency mortgage-backed, commercial mortgage-backed and asset-backed fixed maturity investments.

The Company’s fixed maturity investments portfolios are primarily priced using pricing services, such as index
providers and pricing vendors, as well as broker quotations. In general, the pricing vendors provide pricing for a high
volume of liquid securities that are actively traded. For securities that do not trade on an
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exchange, the pricing services generally utilize market data and other observable inputs in matrix pricing models to
determine month end prices. Observable inputs include benchmark yields, reported trades, broker-dealer quotes, issuer
spreads, bids, offers, reference data and industry and economic events. Index pricing generally relies on market traders
as the primary source for pricing, however models are also utilized to provide prices for all index eligible securities.
The models use a variety of observable inputs such as benchmark yields, transactional data, dealer runs, broker-dealer
quotes and corporate actions. Prices are generally verified using third party data. Securities which are priced by an
index provider are generally included in the index.

In general, broker-dealers value securities through their trading desks based on observable inputs. The methodologies
include mapping securities based on trade data, bids or offers, observed spreads, and performance on newly issued
securities. Broker-dealers also determine valuations by observing secondary trading of similar securities. Prices
obtained from broker quotations are considered non-binding, however they are based on observable inputs and by
observing secondary trading of similar securities obtained from active, non-distressed markets.

The Company considers these Level 2 inputs as they are corroborated with other market observable inputs. The
techniques generally used to determine the fair value of our fixed maturity investments are detailed below by asset
class.

U.S. treasuries

Level 1 - At September 30, 2012, the Company’s U.S. treasuries fixed maturity investments are primarily priced by
pricing services and had a weighted average effective yield of 0.4% and a weighted average credit quality of AA
(December 31, 2011 - 0.6% and AA, respectively). When pricing these securities, the pricing services utilize daily
data from many real time market sources, including active broker dealers. Certain data sources are regularly reviewed
for accuracy to attempt to ensure the most reliable price source is used for each issue and maturity date.

Agencies

Level 2 - At September 30, 2012, the Company’s agency fixed maturity investments had a weighted average effective
yield of 0.6% and a weighted average credit quality of AA (December 31, 2011 - 0.5% and AA, respectively). The
issuers of the Company’s agency fixed maturity investments primarily consist of the Federal National Mortgage
Association, the Federal Home Loan Mortgage Corporation and other agencies. Fixed maturity investments included
in agencies are primarily priced by pricing services. When evaluating these securities, the pricing services gather
information from market sources and integrates other observations from markets and sector news. Evaluations are
updated by obtaining broker dealer quotes and other market information including actual trade volumes, when
available. The fair value of each security is individually computed using analytical models which incorporate option
adjusted spreads and other daily interest rate data.

Non-U.S. government (Sovereign debt)

Level 2 - Non-U.S. government fixed maturity investments held by the Company at September 30, 2012, had a
weighted average effective yield of 1.8% and a weighted average credit quality of AA (December 31, 2011 - 2.3% and
AA, respectively). The issuers of securities in this sector are non-U.S. governments and their respective agencies as
well as supranational organizations. Securities held in these sectors are primarily priced by pricing services who
employ proprietary discounted cash flow models to value the securities. Key quantitative inputs for these models are
daily observed benchmark curves for treasury, swap and high issuance credits. The pricing services then apply a credit
spread for each security which is developed by in-depth and real time market analysis. For securities in which trade
volume is low, the pricing services utilize data from more frequently traded securities with similar attributes. These
models may also be supplemented by daily market and credit research for international markets.

FDIC guaranteed corporate

Level 2 - The Company’s FDIC guaranteed corporate fixed maturity investments had a weighted average effective
yield of 0.5% and a weighted average credit quality of AA at September 30, 2012 (December 31, 2011 - 0.3% and
AA, respectively). The issuers consist of well known corporate issuers who participate in
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the FDIC program. The Company’s FDIC guaranteed corporate fixed maturity investments are primarily priced by
pricing services. When evaluating these securities, the pricing services gather information from market sources
regarding the issuer of the security and obtain credit data, as well as other observations, from markets and sector news.
Evaluations are updated by obtaining broker dealer quotes and other market information including actual trade
volumes, when available. The pricing services also consider the specific terms and conditions of the securities,
including any specific features which may influence risk. In certain instances, securities are individually evaluated
using a spread which is added to the U.S. treasury curve.

Non-U.S. government-backed corporate

Level 2 - Non-U.S. government-backed corporate fixed maturity investments had a weighted average effective yield
of 0.8% and a weighted average credit quality of AAA at September 30, 2012 (December 31, 2011 - 1.4% and AAA,
respectively). Non-U.S. government-backed fixed maturity investments are primarily priced by pricing services who
employ proprietary discounted cash flow models to value the securities. Key quantitative inputs for these models are
daily observed benchmark curves for treasury, swap and high issuance credits. The pricing services then apply a credit
spread to the respective curve for each security which is developed by in-depth and real time market analysis. For
securities in which trade volume is low, the pricing services utilize data from more frequently traded securities with
similar attributes. These models may also be supplemented by daily market and credit research for international
markets.

Corporate

Level 2 - At September 30, 2012, the Company’s corporate fixed maturity investments principally consist of U.S. and
international corporations and had a weighted average effective yield of 2.5% and a weighted average credit quality of
A (December 31, 2011 - 4.2% and A, respectively). The Company’s corporate fixed maturity investments are primarily
priced by pricing services. When evaluating these securities, the pricing services gather information from market
sources regarding the issuer of the security and obtain credit data, as well as other observations, from markets and
sector news. Evaluations are updated by obtaining broker dealer quotes and other market information including actual
trade volumes, when available. The pricing services also consider the specific terms and conditions of the securities,
including any specific features which may influence risk. In certain instances, securities are individually evaluated
using a spread which is added to the U.S. treasury curve or a security specific swap curve as appropriate.

Agency mortgage-backed

Level 2 - At September 30, 2012, the Company’s agency mortgage-backed fixed maturity investments included agency
residential mortgage-backed securities with a weighted average effective yield of 0.9%, a weighted average credit
quality of AA and a weighted average life of 2.5 years (December 31, 2011 - 1.5%, AA and 2.6 years, respectively).
The Company’s agency mortgage-backed fixed maturity investments are primarily priced by pricing services using a
mortgage pool specific model which utilizes daily inputs from the active to be announced ("TBA") market which is
very liquid, as well as the U.S. treasury market. The model also utilizes additional information, such as the weighted
average maturity, weighted average coupon and other available pool level data which is provided by the sponsoring
agency. Valuations are also corroborated with daily active market quotes.

Non-agency mortgage-backed

Level 2 - The Company’s non-agency mortgage-backed fixed maturity investments include non-agency prime
residential mortgage-backed and non-agency Alt-A fixed maturity investments. The Company has no fixed maturity
investments classified as sub-prime held in its fixed maturity investments portfolio. At September 30, 2012, the
Company’s non-agency prime residential mortgage-backed fixed maturity investments have a weighted average
effective yield of 3.8%, a weighted average credit quality of BBB, and a weighted average life of 4.4 years

(December 31, 2011 - 8.0%, BBB and 3.3 years, respectively). The Company’s non-agency Alt-A fixed maturity
investments held at September 30, 2012 have a weighted average effective yield of 5.4%, a weighted average credit
quality of BBB and a weighted average life of 4.9 years (December 31, 2011 - 9.1%, A and 3.8 years, respectively) .
Securities held in these sectors are primarily priced by pricing services using an option adjusted spread ("OAS”’) model
or other relevant models, which principally utilize inputs including benchmark yields, available trade information or
broker

29



21

Edgar Filing: RENAISSANCERE HOLDINGS LTD - Form 10-Q

30



Edgar Filing: RENAISSANCERE HOLDINGS LTD - Form 10-Q

quotes, and issuer spreads. The pricing services also review collateral prepayment speeds, loss severity and
delinquencies among other collateral performance indicators for the securities valuation, when applicable.
Commercial mortgage-backed

Level 2 - The Company’s commercial mortgage-backed fixed maturity investments held at September 30, 2012 have a
weighted average effective yield of 1.8%, a weighted average credit quality of AA, and a weighted average life of 3.7
years (December 31, 2011 - 3.2%, AA and 4.2 years, respectively). Securities held in these sectors are primarily
priced by pricing services. The pricing services apply dealer quotes and other available trade information such as bid
and offers, prepayment speeds which may be adjusted for the underlying collateral or current price data, the U.S.
treasury curve and swap curve as well as cash settlement. The pricing services discount the expected cash flows for
each security held in this sector using a spread adjusted benchmark yield based on the characteristics of the security.
Asset-backed

Level 2 - At September 30, 2012, the Company’s asset-backed fixed maturity investments had a weighted average
effective yield of 1.9%, a weighted average credit quality of AAA and a weighted average life of 3.5 years
(December 31, 2011 - 0.9%, AAA and 1.8 years, respectively). The underlying collateral for the Company’s
asset-backed fixed maturity investments primarily consists of student loans, credit card receivables, auto loans and
other receivables. Securities held in these sectors are primarily priced by pricing services. The pricing services apply
dealer quotes and other available trade information such as bids and offers, prepayment speeds which may be adjusted
for the underlying collateral or current price data, the U.S. treasury curve and swap curve as well as cash settlement.
The pricing services determine the expected cash flows for each security held in this sector using historical
prepayment and default projections for the underlying collateral and current market data. In addition, a spread is
applied to the relevant benchmark and used to discount the cash flows noted above to determine the fair value of the
securities held in this sector.

Short Term Investments

Level 2 - The fair value of the Company's portfolio of short term investments are generally determined using
amortized cost which approximates fair value and, in certain cases, in a manner similar to the Company’s fixed
maturity investments noted above.

Equity Investments, Classified as Trading

Level 1 - The fair value of the Company's portfolio of equity investments, classified as trading are primarily priced by
pricing services, reflecting the closing price quoted for the final trading day of the period. When pricing these
securities, the pricing services utilize daily data from many real time market sources, including active broker dealers
and applicable securities exchanges. All data sources are regularly reviewed for accuracy to attempt to ensure the most
reliable price source is used for each issue.

Other investments

Senior secured bank loan funds

Level 2 - At September 30, 2012, the Company’s investments in senior secured bank loan funds include funds that
invest primarily in bank loans and other senior debt instruments. The fair value of the Company’s senior secured bank
loan funds are determined using the net asset value per share of the funds. Investments of $252.8 million are
redeemable, in part on a monthly basis, or in whole over a three month period.

Catastrophe bonds

Level 2 - The Company's other investments include investments in catastrophe bonds which are recorded at fair value.
The fair value of the Company's investments in catastrophe bonds is based on broker or underwriter bid indications.
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Non-U.S. fixed income funds

Level 2 - The Company’s non-U.S. fixed income funds invested primarily in non-U.S. convertible securities. The fair
values of the investments in this category were estimated using the net asset value per share of the investments which
were provided by third parties such as the relevant investment manager or administrator. During April 2012, the
Company fully redeemed its remaining investment in non-U.S. fixed income funds at the then net asset value per
share.

Hedge funds

Level 2 - The Company has investments in hedge funds that pursue multiple strategies. The fair values of the
Company’s hedge funds are determined by adjusting the previous period's reported net asset value, which is generally
one month in arrears, for an estimated periodic rate of return obtained from the respective investment manager.

For each respective hedge fund investment, the Company obtains and reviews the valuation methodology used by the
investment manager and the latest audited financial statements to attempt to ensure that the hedge fund investment is
following fair value principles consistent with GAAP in determining the net asset value of each investor's interest.
During June 2012, the Company fully redeemed the portion of its investment in hedge funds which the Company had
considered Level 2 in the fair value hierarchy, at the then net asset value per share.

Other assets and liabilities

Derivatives

Level 1 and Level 2 - Other assets and liabilities include certain other derivatives entered into by the Company. The
fair value of these transactions include certain exchange traded foreign currency forward contracts which are
considered Level 1, and certain credit derivatives, determined using standard industry valuation models and
considered Level 2, as the inputs to the valuation model are based on observable market inputs, including credit
spreads, credit ratings of the underlying referenced security, the risk free rate and the contract term. In addition,
included in Level 2 are certain exchange traded weather and energy related derivatives primarily to address weather
and energy risks, and hedging and trading activities related to these risks. The trading markets for these derivatives are
generally linked to energy and agriculture commodities, weather and other natural phenomena and can be illiquid in
nature. In these instances, the Company utilizes information from the most recent trade to establish fair value.

Other

Level 1 - The liabilities measured at fair value and included in Level 1 at September 30, 2012 of $7.8 million are
principally cash settled restricted stock units (“CSRSU”) that form part of the Company's compensation program. The
fair value of the Company's CSRSUs is determined using observable exchange traded prices for the Company's
common shares.
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Below is a summary of quantitative information regarding the significant observable and unobservable inputs (Level

3) used in determining the fair value of assets and liabilities measured at fair value on a recurring basis:

At September 30, 2012

Fixed maturity
investments

Corporate

Total fixed maturity
investments

Other investments
Private equity
partnerships

Senior secured bank
loan funds

Hedge funds

Fair Value
(Level 3)

$17,499

10,254

27,753

359,880

27,030

5,962

Total other investments 392,872

Other assets and
(liabilities)

Assumed and ceded

(re)insurance contracts

Weather and energy
related derivatives

5,945

(3,361

Valuation
Technique

Discounted
cash flow
("DCF")

Internal
valuation
model

Net asset
valuation
Net asset
valuation
Net asset
valuation

Internal
valuation
model

Spread option;
Quanto; Black
Scholes;
Simulation

Unobservable (U)
and Observable
O

Inputs

Credit spread (U)

Mliquidity
premium (U)
Risk-free rate (O)
Dividend rate (O)

Private transaction
(8)]

Estimated
performance (U)
Estimated
performance (U)
Estimated
performance (U)

Net premiums
written (O)

Contract period
©O)

Net reserve for
claims and claim
expenses (U)

Correlation (U)

Volatility (U)

Commodity curve
L)
Weather curve (U)

Low

n/a

n/a

n/a
n/a

n/a

(14.9
n/a

(1.3

183 days

94

$2.57
28

)%

)%

%

High

n/a

n/a

n/a
n/a

n/a

34.0 %
n/a

0.0 %o

$12.3
million

365 days

114.0 %o

$94.56
5,543

Weighted
Average or
Actual

5.0 %

1.0 %

0.1 %
5.9 %

See
below

2.6 %
29 %

0.1 )%

See
below

See
below

See
below

See
below

See
below
See
below
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Other 18,019
1,250
$442,478

24

Net asset
valuation
Internal
valuation
model

Counterparty
defaultrisk (U) 0 % 22.5
Estimated Va T
performance (U)
Private transaction

n/a n/a

)

%

See
below
See
below

2.2

See
below

)%
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Fixed Maturity Investments

Corporate

Level 3 - Included in the Company's corporate fixed maturity investments is an investment with a fair value of $17.5
million in the preferred equity of a property and casualty insurance group organized to market residential property
insurance in North America. The Company measures the fair value of this investment using a DCF model and seeks to
incorporate all relevant information reasonably available to it. The Company considers the contractual agreement
which stipulates the methodology for calculating a dividend rate to be paid upon liquidation, conversion or
redemption. At September 30, 2012, the dividend rate was 5.9%. In addition, the Company has estimated an illiquidity
premium of 1.0%, a risk-free rate of 0.1% and a credit spread of 5.0%. To ensure the estimate for fair value
determined using the DCF model is reasonable, the Company reviews private market comparables of similar
investments, if available, and in particular, credit ratings of other private market comparables for similar investments
to determine the appropriateness of its estimate of fair value using a DCF model. The fair value of the Company's
investment in corporate fixed maturity investments determined by a DCF model is positively correlated to the
dividend rate, and inversely correlated to the credit spread, illiquidity premium and the risk-free rate.

In addition, the Company's corporate fixed maturity investments include an investment with a fair value of $10.3
million at September 30, 2012 in the preferred equity of a company that provides insurance for a variety of
veterinarian costs, including surgeries, medication and diagnostic testing. When utilizing an internal valuation model
to determine the fair value of this investment, the Company uses a combination of quantitative and qualitative factors,
which may include, but are not limited to, discounted cash flow analysis, financial statement analysis, budgets and
forecasts, capital transactions and third party valuations. In circumstances where a private market transaction has
recently occurred, the Company will evaluate the comparableness of that transaction and incorporate it into its internal
valuation model accordingly. Recent private market transactions of investments similar to that held by the Company
have been used to determine the fair value of $10.3 million at September 30, 2012, as the Company believes it
represents the price that would be received upon the sale of its investment in an orderly transaction among market
participants. Consequently, should future relevant private market transactions occur, the Company will re-evaluate the
information available used to determine fair value of this investment and record any adjustments to fair value in its
consolidated statements of operations.

Other investments

Private equity partnerships

Level 3 - Included in the Company’s $359.9 million of investments in private equity partnerships at September 30,
2012 are alternative asset limited partnerships (or similar corporate structures) that invest in certain private equity
asset classes including U.S. and global leveraged buyouts; mezzanine investments; distressed securities; real estate;
and oil, gas and power. The fair value of private equity partnership investments is based on current estimated net asset
values established in accordance with the governing documents of such investments and is obtained from the
investment manager or general partner of the respective entity. The type of underlying investments held by the
investee which form the basis of the net asset valuation include assets such as private business ventures, for which the
Company does not have access to financial information. As a result, the Company is unable to corroborate the fair
value measurement of the underlying investments of the private equity partnership and therefore requires significant
management judgment to determine the fair value of the private equity partnership. In circumstances where there is a
reporting lag between the current period end reporting date and the reporting date of the latest fund valuation, the
Company estimates the fair value of these funds by starting with the prior month or quarter-end fund valuations,
adjusting these valuations for actual capital calls, redemptions or distributions, as well as the impact of changes in
foreign currency exchange rates, and then estimating the return for the current period. In circumstances in which the
Company estimates the return for the current period, all relevant information reasonably available to the Company is
utilized. This principally includes preliminary estimates reported to the Company by its fund managers, obtaining the
valuation of underlying portfolio investments where such underlying investments are publicly traded and therefore
have a readily observable price, using information that is available to the Company with respect to the underlying
investments, reviewing various indices for similar investments or asset classes, as well as estimating
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returns based on the results of similar types of investments for which the Company has obtained reported results, or
other valuation methods, where possible. The range of such current estimated periodic returns for the three months
ended September 30, 2012 was negative 14.9% to positive 34.0% with a weighted average of positive 2.6%. The fair
value of the Company's investment in private equity partnerships is positively correlated to the estimated periodic rate
of return. The Company also considers factors such as recent financial information, the value of capital transactions
with the partnership and management’s judgment regarding whether any adjustments should be made to the net asset
value. For each respective private equity partnership, the Company obtains and reviews the valuation methodology
used by the investment manager or general partner and the latest audited financial statements to ensure that the
investment partnership is following fair value principles consistent with GAAP in determining the net asset value of
each limited partner's interest.

Senior secured bank loan funds

Level 3 - The Company has $27.0 million invested in closed end funds which invest primarily in loans. The Company
has no right to redeem its investment in these funds. The Company’s investments in these funds are valued using
estimated monthly net asset valuations received from the investment manager. The lock up provisions in these funds
result in a lack of current observable market transactions between the fund participants and the funds, and therefore,
the Company considers the fair value of its investment in these funds to be determined using Level 3 inputs. The
Company obtains and reviews the latest audited financial statements to attempt to ensure that these funds are
following fair value principles consistent with GAAP in determining the net asset value.

Hedge funds

Level 3 - The Company has $6.0 million of hedge fund investments that are invested in so called "side pockets" or
illiquid investments. In these instances, the Company generally does not have the right to redeem its interest, and as
such, the Company classifies this portion of its investment as Level 3. The fair value of these illiquid investments are
determined by adjusting the previous periods' reported net asset value (generally one month in arrears) for an
estimated periodic rate of return obtained from the respective investment manager.

For each respective hedge fund investment, the Company obtains and reviews the valuation methodology used by the
investment manager and the latest audited financial statements to ensure that the hedge fund investment is following
fair value principles consistent with GAAP in determining the net asset value.

Other assets and liabilities

Assumed and ceded (re)insurance contracts

Level 3 - The $5.9 million fair value of the Company's assumed and ceded (re)insurance contracts accounted for at
fair value is obtained through the use of an internal valuation model with the inputs to the internal valuation model
based on proprietary data as observable market inputs are not available. The most significant unobservable inputs are
the reserve for claims and claim expenses and losses recoverable. Generally, an increase (decrease) in the reserve for
claims and claim expenses, or a decrease (increase) in losses recoverable, would result in a decrease (increase) to the
fair value of the Company's assumed and ceded (re)insurance contracts.

Derivatives

Level 3 - Derivatives measured at fair value include net liabilities of $3.4 million related to proprietary, non-exchange
traded derivative-based risk management products primarily to address weather and energy risks, and hedging and
trading activities related to these risks. The trading markets for these derivatives are generally linked to energy and
agriculture commodities, weather and other natural phenomena and in instances where market prices are not available,
the Company uses industry or internally developed valuation techniques such as spread option, Black Scholes, quanto
and simulation modeling to determine fair value and are considered Level 3. These models may reference prices for
similar instruments.
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Observable and unobservable inputs to these valuation techniques vary by contract requirements and commodity type,
are validated using market-based or independently sourced parameters where applicable and would typically include
the following, if applicable, dependent on contract requirements and commodity type:

observable inputs: contract price, notional, option strike, term to expiry, interest rate, contractual limits;
unobservable inputs: correlation; and

poth observable and unobservable: spot and forward volatilities, forward commodity price, forward weather curve,
counterparty credit risk.

The range of each unobservable input could vary based on the specific commodity, including, but not limited to
natural gas, electricity, crude, liquids, temperature or precipitation. Due to the diversity of the portfolio, the range of
unobservable inputs could be wide-spread as reflected in the above table on quantitative information.

If a trade has one or more significant valuation inputs that are unobservable, such trades are initially valued at the
transaction price, which is considered to be the best initial estimate of fair value. Subsequent to the initial valuation,
the Company updates market observable inputs to reflect observable market changes. The unobservable inputs are
validated at each reporting period and are only changed when corroborated by evidence such as similar market
transactions, third-party pricing services and/or broker or dealer quotations or other empirical market data. The
Company seeks to use broker quotes in less liquid markets.

Changes in any or all of the unobservable inputs listed above may contribute positively or negatively to the overall
portfolio fair value depending upon the underlying position. In general, movements in weather curves are the largest
contributing factor that impact fair value. However, trades valued using unobservable inputs represent a small
percentage of the total number of transactions in the portfolio.

Pricing models are internally approved by the Company's Risk Committee prior to implementation and are reviewed
periodically.

Other

Level 3 - The Company has an investment of $18.0 million at September 30, 2012 in the common equity of a
mortgage insurance company which provides private capital to lenders and investors that supports financing for
homeowner mortgages. The fair value of this investment is based on the net asset value obtained from the
management of the mortgage insurance company and incorporates both actual and expected results for the current
period. The fair value of the Company's investment is positively correlated to the net asset valuation. The Company
also considers factors such as recent financial information, the value of capital transactions with the mortgage
insurance company and management's judgment regarding whether any adjustments should be made to the net asset
value.

The Company also has an investment in the preferred equity of a company that develops online risk management
products primarily focused on motor fuels risk, more specifically, structuring products, sourcing the risk and
facilitating the settlement of capital. The fair value of this investment at September 30, 2012 of $1.3 million was
determined using recent private market transactions. In instances where private market transactions are not available,
the fair value is measured using a number of qualitative and quantitative factors, including but not limited to a net
asset estimation of the company, projected earnings, private market transactions, and any other information that may
be available to the Company. At September 30, 2012, the Company determined that the fair value of its investment
was appropriate when compared to the net asset position of the company and recent private market transactions.
Should the net asset position of the company increase, the fair value of the Company's investment would also increase.
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Below is a reconciliation of the beginning and ending balances, for the periods shown, of assets and liabilities
measured at fair value on a recurring basis using Level 3 inputs. Interest and dividend income are included in net
investment income and are excluded from the reconciliation.

Fair Value Measurements Using Significant Unobservable Inputs

(Level 3)
fixed maturity Other Other assets
investments, ) and Total
trading IVESIMENLS — jiabilities)
Balance — July 1, 2012 $27,775 $390,505 $34,185 $452,465
Total unrealized gains (losses)
Included in net investment income (loss) (22 ) 7,961 — 7,939
Included in other (loss) income — — (13,700 ) (13,700 )
Total realized gains
Included in net investment income (loss) — — — —
Included in other (loss) income — — 994 994
Total foreign exchange gains — 682 161 843
Purchases — 10,589 19,845 30,434
Sales — (899 ) (10,244 ) (11,143 )
Settlements — (15,966 ) (9,388 ) (25,354 )
Net transfers into Level 3 — — — —
Balance — September 30, 2012 $27,753 $392,872 $21,853 $442.478
Change in unrealized gains (losses) for the period
include‘d iq earnings. for as'sets held at .the end of $(22 ) $7.961 $_ $7.939
the period included in net investment income
(loss)
Change in unrealized gains (losses) for the period
included in earnings for assets held at the end of $— $— $(4,882 ) $(4,882 )

the period included in other (loss) income

Fair Value Measurements Using Significant Unobservable Inputs

(Level 3)

Fixed maturity Other Other assets

investments, ) and Total

trading IVeStments ;. bilities)
Balance — January 1, 2012 $27.761 $396,526 $28,526 $452,813
Total unrealized gains (losses)
Included in net investment income (loss) (8 ) 24,055 — 24,047
Included in other (loss) income — — (10,713 ) (10,713 )
Total realized losses
Included in net investment income (loss) — — — —
Included in other (loss) income — — (32,238 ) (32,238 )
Total foreign exchange gains — 18 155 173
Purchases — 29,234 70,004 99,238
Sales — (899 ) (115,330 ) (116,229 )
Settlements — (56,062 ) 81,449 25,387
Net transfers into Level 3 — — — —
Balance — September 30, 2012 $27,753 $392,872 $21,853 $442.478

39



Edgar Filing: RENAISSANCERE HOLDINGS LTD - Form 10-Q

Change in unrealized gains (losses) for the period
included in earnings for assets held at the end of

the period included in net investment income 3@ ) $24.055 $— $24,047
(loss)

Change in unrealized gains (losses) for the period

included in earnings for assets held at the end of $— $— $1,173 $1,173

the period included in other (loss) income
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Balance — July 1, 2011

Total unrealized losses

Included in net investment income (loss)
Included in other (loss) income

Total realized gains

Included in net investment income (loss)
Included in other (loss) income

Total foreign exchange losses

Purchases

Sales

Settlements

Net transfers into Level 3

Balance — September 30, 2011

Change in unrealized gains (losses) for the period
included in earnings for assets held at the end of
the period included in net investment income

(loss)

Change in unrealized gains (losses) for the period

Fair Value Measurements Using Significant Unobservable Inputs

(Level 3)

Fixed maturity Other

investments
trading
$21,264

(350

$20,914

$(350

included in earnings for assets held at the end of $—

the period included in other (loss) income

Balance — January 1, 2011

Total unrealized gains (losses)

Included in net investment income (loss)
Included in other (loss) income

Total realized gains

Included in net investment income (loss)
Included in other (loss) income

Total foreign exchange losses

Purchases

Sales

Settlements

Net transfers into Level 3

Balance — September 30, 2011

investments

$381,123

) (25,262

(2,511
19,460

(9,173

$363,637

) $(25,262

)

)

Other assets
and (liabilities)

$72,992

(46,116 )

48,393
(55 )
26,224
(19,860 )
(57,001 )

$24,577

$—

$4,213

Total
$475,379

(25,612
(46,116

48,393
(2,566
45,684
(19,860
(66,174

$409,128

$(25,612

$4,213

Fair Value Measurements Using Significant Unobservable Inputs

(Level 3)

Fixed maturity Other

investments
trading
$21,785

(871

$20,914

Change in unrealized gains (losses) for the period $(871

included in earnings for assets held at the end of
the period included in net investment income

investments

$362,102

) 4,630

(589
48,144

(50,650

$363,637
) $4,630

Other assets
and (liabilities)

$16,499

4,517 )

61,215

(197 )
36,839

(30,884 )
(54,378 )
$24,577

$—

Total
$400,386

3,759
(4,517

61,215
(786
84,983
(30,884
(105,028
$409,128
$3,759
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(loss)

Change in unrealized gains (losses) for the period

included in earnings for assets held at the end of $— $— $6,567
the period included in other (loss) income

29

$6,567
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Financial Instruments Disclosed, But Not Carried, at Fair Value

The Company uses various financial instruments in the normal course of its business. The Company's insurance
contracts are excluded from fair value of financial instruments accounting guidance, unless the Company elects the
fair value option, and therefore, are not included in the amounts discussed herein. The carrying values of cash, accrued
interest, receivables for investments sold, certain other assets, payables for investments purchased, certain other
liabilities, and other financial instruments not included herein approximated their fair values.

Senior Notes

In January 2003, RenaissanceRe issued $100.0 million, which represents the carrying amount on the Company’s
consolidated balance sheet, of 5.875% Senior Notes due February 15, 2013, with interest on the notes payable on
February 15 and August 15 of each year. At September 30, 2012, the fair value of the 5.875% Senior Notes was
$101.6 million (December 31, 2011 — $103.4 million).

In March 2010, RenRe North America Holdings Inc. (“RRNAH”) issued $250.0 million of 5.75% Senior Notes due
March 15, 2020, with interest on the notes payable on March 15 and September 15 of each year. At September 30,
2012, the fair value of the 5.75% Senior Notes was $279.1 million (December 31, 2011 - $263.0 million).

The fair value of RenaissanceRe’s 5.875% Senior Notes and RRNAH’s 5.75% Senior Notes is determined using
indicative market pricing obtained from third-party service providers, which the Company considers Level 2 in the
fair value hierarchy. There have been no changes during the period in the Company's valuation technique used to
determine the fair value of its Senior Notes.

The Fair Value Option for Financial Assets and Financial Liabilities

The Company has elected to account for certain assets and liabilities at fair value using the guidance under FASB
ASC Topic Financial Instruments as the Company believes it represents the most meaningful measurement basis for
these assets and liabilities. Below is a summary of the balances the Company has elected to account for at fair value:

September 30, December 31,

2012 2011
Other investments $752,000 $748,984
Other assets $25.214 $19,628

Included in net investment income for the three and nine months ended September 30, 2012 was net unrealized gains
of $14.0 million and $36.0 million related to the changes in fair value of other investments (2011 — net unrealized
losses of $42.9 million and $9.2 million, respectively). Net unrealized losses related to the changes in the fair value of
other assets and liabilities recorded in other (loss) income was $0.3 million and $2.8 million for the three and nine
months ended September 30, 2012 (2011 — net unrealized losses of $45.5 million and $2.2 million, respectively).
Measuring the Fair Value of Other Investments Using Net Asset Valuations

The table below shows the Company’s portfolio of other investments measured using net asset valuations:

Redemption =~ Redemption

At September 30, 2012 Fair Value Unfunc'led Redemption NoFiCje Period Notic.e Period
Commitments Frequency (Minimum (Maximum
Days) Days)
Private equity partnerships $359,880 $96,873 See below See below See below
Senior secured bank loan funds 279,839 24,325 See below See below See below
Hedge funds 5,962 — See below See below See below
Total other investments measured $645.681 $121.198

using net asset valuations
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Private equity partnerships — Included in the Company’s investments in private equity partnerships are alternative asset
limited partnerships (or similar corporate structures) that invest in certain private equity asset classes including U.S.
and global leveraged buyouts; mezzanine investments; distressed securities; real estate; and oil, gas and power. The
fair values of the investments in this category have been estimated using the net asset value of the investments, as
discussed in detail above. The Company generally has no right to redeem its interest in any of these private equity
partnerships in advance of dissolution of the applicable partnership. Instead, the nature of these investments is that
distributions are received by the Company in connection with the liquidation of the underlying assets of the applicable
limited partnership. It is estimated that the majority of the underlying assets of the limited partnerships would
liquidate over 7 to 10 years from inception of the limited partnership.

Senior secured bank loan funds — The Company’s investment in senior secured bank loan funds includes funds that
invest primarily in bank loans and other senior debt instruments. The fair values of the investments in this category
have been determined using the net asset value per share of the funds or the estimated net asset per share where
applicable, as discussed in detail above. Investments of $252.8 million are redeemable, in part on a monthly basis, or
in whole over a three month period.

The Company also has $27.0 million invested in closed end funds which invest in loans. The Company has no right to
redeem its investment in these funds.

Hedge funds — The Company invests in hedge funds that pursue multiple strategies. The fair values of the investments
in this category are estimated using the net asset value per share of the funds, as discussed in detail above. The
Company's investments in hedge funds at September 30, 2012, are $6.0 million of so called “side pocket” investments
which are not redeemable at the option of the shareholder. As noted above, the Company fully redeemed the
remaining non-side pocket investments in hedge funds during June 2012. The Company has retained its interest in the
side pocket investments until the underlying investments attributable to such side pockets are liquidated, realized or
deemed realized at the discretion of the fund manager.
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NOTE 6. CEDED REINSURANCE

The Company purchases reinsurance and other protection to manage its risk portfolio and to reduce its exposure to

large losses. The Company currently has in place contracts that provide for recovery of a portion of certain claims and

claim expenses, generally in excess of various retentions or on a proportional basis. In addition to loss recoveries,
certain of the Company’s ceded reinsurance contracts provide for recoveries of additional premiums, reinstatement
premiums and for lost no-claims bonuses, which are incurred when losses are ceded to other reinsurance contracts.
The Company remains liable to the extent that any reinsurance company fails to meet its obligations.

The following tables set forth the effect of reinsurance and retrocessional activity on premiums written and earned and

on net claims and claim expenses incurred:

Three months ended September 30,
Premiums written

Direct

Assumed

Ceded

Net premiums written

Premiums earned

Direct

Assumed

Ceded

Net premiums earned

Claims and claim expenses

Gross claims and claim expenses incurred
Claims and claim expenses recovered
Net claims and claim expenses incurred

Nine months ended September 30,
Premiums written

Direct

Assumed

Ceded

Net premiums written

Premiums earned

Direct

Assumed

Ceded

Net premiums earned

Claims and claim expenses

Gross claims and claim expenses incurred
Claims and claim expenses recovered
Net claims and claim expenses incurred
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2012

$7,193
129,166
(31,324
$105,035

$8,844
373,753
(119,974
$262,623

$83,189
(9,974
$73,215

2012

$27,392
1,440,454
(442,606
$1,025,240

$24,581
1,072,659
(311,536
$785,704

$168,572
(30,254
$138,318

2011

$6,423
133,515
(36,928
$103,010

$5,262
342,019
(118,057
$229,224

$179,664
(101,834
$77,830

2011

$21,984
1,370,022
(408,426
$983,580

$11,777
1,043,311
(303,148
$751,940

$1,207,657
(350,029
$857,628
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NOTE 7. NONCONTROLLING INTERESTS

Redeemable Noncontrolling Interest — DaVinciRe

In October 2001, the Company formed DaVinciRe and DaVinci with other equity investors. RenaissanceRe owns a
noncontrolling economic interest in DaVinciRe; however, because RenaissanceRe controls a majority of DaVinciRe’s
outstanding voting rights, the consolidated financial statements of DaVinciRe are included in the consolidated
financial statements of the Company. The portion of DaVinciRe’s earnings owned by third parties is recorded in the
consolidated statements of operations as net (income) loss attributable to noncontrolling interests. The Company's
ownership in DaVinciRe was 31.5% at September 30, 2012 (December 31, 2011 - 42.8%).

DaVinciRe shareholders are party to a shareholders agreement (the “Shareholders Agreement”) which provides
DaVinciRe shareholders, excluding RenaissanceRe, with certain redemption rights that enable each shareholder to
notify DaVinciRe of such shareholder’s desire for DaVinciRe to repurchase up to half of such shareholder’s initial
aggregate number of shares held, subject to certain limitations, such as limiting the aggregate of all share repurchase
requests to 25% of DaVinciRe’s capital in any given year and satisfying all applicable regulatory requirements. If total
shareholder requests exceed 25% of DaVinciRe’s capital, the number of shares repurchased will be reduced among the
requesting shareholders pro-rata, based on the amounts desired to be repurchased. Shareholders desiring to have
DaVinci repurchase their shares must notify DaVinciRe before March 1 of each year. The repurchase price will be
based on GAAP book value as of the end of the year in which the shareholder notice is given, and the repurchase will
be effective as of such date. Payment will be made by April 1 of the following year, following delivery of the audited
financial statements for the year in which the repurchase was effective. The repurchase price is subject to a true-up for
development on outstanding loss reserves after settlement of all claims relating to the applicable years.

Certain third party shareholders of DaVinciRe submitted repurchase notices on or before the required annual
redemption notice date of March 1, 2011, in accordance with the Shareholders Agreement. The repurchase notices
submitted on or before March 1, 2011, were for shares of DaVinciRe with a GAAP book value of $9.2 million at
December 31, 2011. Effective January 1, 2012, DaVinciRe redeemed the shares for $9.2 million, less a $1.8 million
reserve holdback.

On June 1, 2011, DaVinciRe completed an equity raise of $100.0 million from new and existing shareholders,
including $30.0 million contributed by the Company. As a result of the equity raise, the Company's ownership in
DaVinciRe decreased to 42.8% effective June 1, 2011.

Effective January 1, 2012, an existing third party shareholder sold a portion of its shares in DaVinciRe to a new third
party shareholder. In connection with the sale by the existing third party shareholder, DaVinciRe retained a $4.9
million holdback. In addition, effective January 1, 2012, the Company sold a portion of its shares of DaVinciRe to a
separate new third party shareholder. The Company sold these shares for $98.9 million, net of a $10.0 million reserve
holdback due from DaVinciRe. The Company's ownership in DaVinciRe was 42.8% at December 31, 2011 and
subsequent to the above transactions, its ownership interest in DaVinciRe decreased to 34.7% effective January 1,
2012.

Certain third party shareholders of DaVinciRe submitted repurchase notices on or before the required annual
redemption notice date of March 1, 2012, in accordance with the Shareholders Agreement. The repurchase notices
submitted on or before March 1, 2012, were for shares of DaVinciRe with a GAAP book value of $52.8 million at
September 30, 2012.

On June 1, 2012, DaVinciRe completed an equity raise of $49.3 million from a new third party investor. In addition,
the Company and an existing third party investor each sold $24.7 million in common shares of DaVinciRe to another
existing third party investor, for a total of $49.4 million. In connection with the sale by the Company and the existing
third party investor, DaVinciRe retained a $5.0 million holdback, $2.5 million of which is payable to the Company.
As a result of the above transactions, the Company's ownership in DaVinciRe decreased to 31.5% effective January 1,
2012.

On October 1, 2012, the Company sold a portion of its shares of DaVinciRe to a new third party shareholder for $9.8
million. The Company's ownership in DaVinciRe decreased to 30.8% effective October 1, 2012 as a result of this sale.
The Company expects its ownership in DaVinciRe to fluctuate over time.
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The activity in redeemable noncontrolling interest — DaVinciRe is detailed in the table below:

2012 2011
Balance — July 1 $900,878 $628,001
Purchase of shares from redeemable noncontrolling interest — (136 )
Sale of shares to redeemable noncontrolling interests (1,006 ) —
Comprehensive income:
Net income attributable to redeemable noncontrolling interest 50,950 5,247
Balance — September 30 $950,822 $633,112

2012 2011
Balance — January 1 $657,727 $757,655
Purchase of shares from redeemable noncontrolling interest — (135,754 )
Sale of shares to redeemable noncontrolling interests 155,163 70,000
Comprehensive income:
Net income (loss) attributable to redeemable noncontrolling interest 137,932 (58,783 )
Other comprehensive loss attributable to redeemable noncontrolling interest — (6 )
Balance — September 30 $950,822 $633,112

Noncontrolling Interest - Angus Fund L.P. (the “Angus Fund”)

In December 2010, REAL and RenRe Commodity Advisors Inc. (“RRCA”), both wholly owned subsidiaries of the
Company, formed the Angus Fund with other equity investors. REAL, the general partner of the Angus Fund, has
invested $55 thousand in the Angus Fund, representing a 1.0% ownership interest at September 30, 2012 (December
31,2011 - $41 thousand and 1.0%, respectively), and RRCA, a limited partner, has invested $2.0 million in the Angus
Fund, representing a 35.1% ownership interest at September 30, 2012 (December 31, 2011 - $1.0 million and 24.2%,
respectively). The Angus Fund was formed to provide capital to and make investments in companies primarily in the
heating oil and propane distribution industries to supplement the Company’s weather and energy risk management
operations. The Angus Fund meets the definition of a variable interest entity ("VIE"), therefore the Company
evaluated its ownership in the Angus Fund to determine if it is the primary beneficiary. The Company has concluded
it is the primary beneficiary of the Angus Fund as it has the power to direct, and has a more than insignificant
economic interest in, the activities of the Angus Fund and as such, the financial position and results of operations of
the Angus Fund are consolidated. The portion of the Angus Fund's earnings owned by third parties is recorded in the
consolidated statements of operations as net (income) loss attributable to noncontrolling interest. The Company
expects its ownership in the Angus Fund to fluctuate over time.
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The activity in noncontrolling interest is detailed in the table below:

2012 2011
Balance — July 1 $3,911 $3.430
Net income (loss) attributable to noncontrolling interest 133 (203 )
Dividends on common shares (65 ) —
Balance — September 30 $3,979 $3,227

2012 2011
Balance — January 1 $3,340 $2,889
Sale of shares by noncontrolling interest 300 100
Net income attributable to noncontrolling interest 416 238
Dividends on common shares (77 ) —
Balance — September 30 $3,979 $3,227

NOTE 8. VARIABLE INTEREST ENTITIES

Effective January 1, 2012, the Company formed and launched a new managed joint venture, Upsilon Reinsurance Ltd.
(“Upsilon Re”), a Bermuda domiciled special purpose insurer ("SPI"), to provide additional capacity to the worldwide
aggregate and per-occurrence retrocessional property catastrophe excess of loss market for the 2012 underwriting
year. The original business was written by Renaissance Reinsurance of Europe ("ROE"), a wholly owned subsidiary
of RenaissanceRe, and included $37.4 million of gross premiums written. A portion of this business was in turn ceded
to Upsilon Re under a fully-collateralized retrocessional reinsurance contract, effective January 1, 2012. In
conjunction with the formation and launch of Upsilon Re, $16.8 million of non-voting Class B shares were sold to
external investors, and the Company invested $48.8 million in Upsilon Re's non-voting Class B shares, representing a
74.5% ownership interest in Upsilon Re. The Class B shareholders will participate in substantially all of the profits or
losses of Upsilon Re while the Class B shares remain outstanding. The holders of Class B shares indemnify Upsilon
Re against losses relating to insurance risk and therefore these shares have been accounted for as prospective
reinsurance under FASB Accounting Standards Codification ("ASC") Topic Financial Services - Insurance. In
addition, another third party investor supplied $17.6 million of capital through a reinsurance participation with ROE
alongside Upsilon Re. Inclusive of the third party quota share agreement, the Company has a 61.4% participation in
the original risks assumed by ROE. Both Upsilon Re and the third party reinsurance participation related to Upsilon
Re are managed by RUM in return for an expense override, as well as a potential underwriting profit commission.
Upsilon Re is considered a VIE and the Company is considered the primary beneficiary. As a result, Upsilon Re is
consolidated by the Company and all significant inter-company transactions have been eliminated.

The Company's ownership interest in Upsilon Re could change over time, perhaps materially so, and the Company
may also elect to underwrite additional risks within Upsilon Re and to write business within Upsilon Re in future
underwriting years.

Effective June 1, 2012, the Company formed and launched a new managed joint venture, Timicuan Reinsurance III
Limited (“Tim Re III"’), a Bermuda domiciled SPI, to provide collateralized reinsurance in respect of a portfolio of
Florida reinstatement premium protection ("RPP") contracts. The original business was written by Renaissance
Reinsurance and DaVinci, and included $41.1 million of gross premiums written incepting June 1, 2012 and
Renaissance Reinsurance and DaVinci ceded $37.7 million to Tim Re III under a fully-collateralized reinsurance
contract. In conjunction with the formation and launch of Tim Re III, $44.8 million of non-voting Class B shares were
sold to external investors, and the Company invested $10.3 million in Tim Re III's non-voting Class B shares,
representing an 18.6% ownership interest in Tim Re III. The Class B shareholders will participate in substantially all
of the profits or losses of Tim Re III while the Class B shares remain outstanding. The holders of Class B shares
indemnify Tim Re III against losses relating to insurance risk and therefore these shares have been accounted for as
prospective reinsurance under FASB ASC Topic Financial Services - Insurance. In addition, another third party
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investor supplied $5.2 million of capital through a reinsurance participation with Renaissance Reinsurance and
DaVinci, alongside Tim Re III. Both Tim Re III and the third party reinsurance participation related to Tim Re III are
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managed by RUM in return for a potential underwriting profit commission. Tim Re III is considered a VIE and the
Company is considered the primary beneficiary. As a result, Tim Re III is consolidated by the Company and all
significant inter-company transactions have been eliminated.

NOTE 9. SHAREHOLDERS’ EQUITY

The Board of Directors of RenaissanceRe declared, and RenaissanceRe paid, a dividend of $0.27 per common share to
shareholders of record on March 15, June 15 and September 14, 2012, respectively.

The Company’s share repurchase program may be effected from time to time, depending on market conditions and
other factors, through open market purchases and privately negotiated transactions. Unless terminated earlier by
resolution of the Company’s Board of Directors, the program will expire when the Company has repurchased the full
value of the shares authorized. The Company’s decision to repurchase common shares will depend on, among other
matters, the market price of the common shares and the capital requirements of the Company. During the nine months
ended September 30, 2012, the Company repurchased 3.6 million shares in open market transactions, at an aggregate
cost of $271.9 million, and at an average share price of $75.13. Subsequent to September 30, 2012 and through the
period ending October 31, 2012, the Company repurchased approximately 111 thousand common shares in open
market transactions at an aggregate cost of $8.5 million and at an average share price of $77.01. On August 8, 2012,
the Company approved an increase in its authorized share repurchase program to an aggregate amount of $500.0
million. At September 30, 2012, $459.6 million remained available for repurchase under the Board authorized share
repurchase program. See "Part II, Item 2 - Unregistered Sales of Equity Securities and use of Proceeds" for additional
information.

In December 2006, the Company raised $300.0 million through the issuance of 12 million Series D Preference Shares
at $25 per share and in March 2004, the Company raised $250.0 million through the issuance of 10 million Series C
Preference Shares at $25 per share. The Series D and Series C Preference Shares may be redeemed at $25 per share at
the Company’s option on or after December 1, 2011 and March 23, 2009, respectively. Dividends on the Series D and
Series C Preference Shares are cumulative from the date of original issuance and are payable quarterly in arrears at
6.60% and 6.08%, respectively, when, if, and as declared by the Board of Directors. The preference shares have no
stated maturity and are not convertible into any other securities of the Company. Generally, the preference shares have
no voting rights. Whenever dividends payable on the preference shares are in arrears (whether or not such dividends
have been earned or declared) in an amount equivalent to dividends for six full dividend periods (whether or not
consecutive), the holders of the preference shares, voting as a single class regardless of class or series, will have the
right to elect two directors to the Board of Directors of the Company.

During the nine months ended September 30, 2012, the Company declared and paid $26.3 million in preference share
dividends (2011 — $26.3 million).
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NOTE 10. EARNINGS PER SHARE

The Company accounts for its earnings per share in accordance with FASB ASC Topic Earnings per Share. Basic
earnings per common share is based on weighted average common shares and excludes any dilutive effects of stock

options and restricted stock. Diluted earnings per common share assumes the exercise of all dilutive stock options and
restricted stock grants. In accordance with FASB ASC Topic Earnings per Share, earnings per share calculations use

average common shares outstanding - basic, when the Company is in a net loss position for the period.

The following table sets forth the computation of basic and diluted earnings per common share:

Three months ended September 30,

(thousands of shares)

Numerator:

Net income available to RenaissanceRe common shareholders
Amount allocated to participating common shareholders (1)
Net income allocated to RenaissanceRe common shareholders
Denominator:

Denominator for basic income per RenaissanceRe common share - weighted average

common shares

Per common share equivalents of employee stock options and restricted shares
Denominator for diluted income per RenaissanceRe common share - adjusted

weighted average common shares and assumed conversions
Basic income per RenaissanceRe common share
Diluted income per RenaissanceRe common share

Nine months ended September 30,
(thousands of shares)
Numerator:

Net income (loss) available (attributable) to RenaissanceRe common shareholders

Amount allocated to participating common shareholders (1)

Net income (loss) allocated to RenaissanceRe common shareholders

Denominator:

Denominator for basic income (loss) per RenaissanceRe common share - weighted

average common shares

Per common share equivalents of employee stock options and restricted shares
Denominator for diluted income (loss) per RenaissanceRe common share - adjusted

weighted average common shares and assumed conversions
Basic income (loss) per RenaissanceRe common share
Diluted income (loss) per RenaissanceRe common share

ey
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Represents earnings attributable to holders of unvested restricted shares issued under the Company’s 2001 Stock

Incentive Plan and Non-Employee Director Stock Incentive Plan.

2012

$180,660
(2,787
$177,873

48,394
725
49,119

$3.67
$3.62

2012

$524,359
(8,395
$515,964

49,683
687
50,370

$10.38
$10.24

2011

$49,263
911
$48,352

50,501
472
50,973

$0.96
$0.95

2011

$(174,006
(761
$(174,767

50,830
50,830

$(3.44
$(3.44
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NOTE 11. SEGMENT REPORTING

The Company has three reportable segments: Reinsurance, Lloyd's and Insurance.

The Company's Reinsurance operations are comprised of: 1) property catastrophe reinsurance, primarily written
through Renaissance Reinsurance and DaVinci; 2) specialty reinsurance, primarily written through Renaissance
Reinsurance and DaVinci; and 3) certain property catastrophe and specialty joint ventures, as described herein. The
Reinsurance segment is managed by the Global Chief Underwriting Officer, who leads a team of underwriters, risk
modelers and other industry professionals, who have access to the Company's proprietary risk management,
underwriting and modeling resources and tools.

The Company's Lloyd's segment includes reinsurance and insurance business written through Syndicate 1458.
Syndicate 1458 started writing certain lines of insurance and reinsurance business incepting on or after June 1, 2009.
The syndicate was established to enhance the Company's underwriting platform by providing access to Lloyd's
extensive distribution network and worldwide licenses and is managed by the Chief Underwriting Officer Lloyd's.
RenaissanceRe Corporate Capital (UK) Limited (“RenaissanceRe CCL”), an indirect wholly owned subsidiary of
RenaissanceRe, is the sole corporate member of Syndicate 1458.

The Company's Insurance segment includes the operations of the Company's former Insurance segment that were not
sold pursuant to the Stock Purchase Agreement with QBE, as discussed in “Note 1. Organization”. The Insurance
segment is managed by the Global Chief Underwriting Officer. The Insurance business is written by Glencoe
Insurance Ltd. (“Glencoe”). Glencoe is a Bermuda domiciled excess and surplus lines insurance company that is
currently eligible to do business on an excess and surplus lines basis in 49 U.S. states, the District of Columbia, Puerto
Rico and the U.S. Virgin Islands.

The financial results of the Company's strategic investments, weather and energy risk management operations and
noncontrolling interests are included in the Other category of the Company's segment results. Also included in the
Other category of the Company's segment results are the Company's investments in other ventures, investments unit,
corporate expenses and capital servicing costs.

The Company does not manage its assets by segment; accordingly, net investment income and total assets are not
allocated to the segments.
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A summary of the significant components of the Company's revenues and expenses is as follows:

Three months ended September 30,

2012 Reinsurance
Gross premiums written $107,637
Net premiums written $78,164
Net premiums earned $230,359
Net claims and claim expenses 47,080
incurred

Acquisition expenses 18,258
Operational expenses 30,856
Underwriting income (loss) $134,165

Net investment income

Net foreign exchange gains

Equity in earnings of other ventures
Other loss

Net realized and unrealized gains on
investments

Corporate expenses

Interest expense

Income from continuing operations
before taxes

Income tax expense

Loss from discontinued operations
Net income attributable to
noncontrolling interests

Dividends on preference shares

Net income available to
RenaissanceRe common shareholders

Net claims and claim expenses

incurred — current accident year 364,488
Net claims ar}d clalm expenses (17.408
incurred — prior accident years
Net claims and claim expenses $47.080
incurred — total
Net claims and claim expense ratio — 3.0
current accident year '
Net claims and claim expense ratio — (7.6
prior accident years '
Net claims and claim expense ratio —

20.4
calendar year
Underwriting expense ratio 214
Combined ratio 41.8

39

%
)%

%

%
%

Lloyd’s

$28,722
$26,982
$32,375

26,331

6,051
11,532

$(11,539

$29,051
(2,720

$26,331

89.7
(8.4

81.3

543
135.6

Insurance

$—
$(111
$(111

(196

129
2
) $(46

$—
) (196

$(196

)% 176.6

% 176.6

% (118.0
% 58.6

%
%

%

)%
%

Other
$ _

45,164
3,001
4,310
(881

76,258

(3,850
(5,891

(144
(54

(51,083
(8,750

N =

Total

$136,359
$105,035
$262,623

73,215

24,438
42,390
122,580
45,164
3,001
4,310
(881

76,258

(3,850
(5,891

240,691

(144
(54

(51,083
(8,750
$180,660

$93,539
(20,324

$73,215

35.6
(7.7

279

254
533

~— N~ N

)

%
)%

%

%
%
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Nine months ended
September 30, 2012
Gross premiums written
Net premiums written
Net premiums earned
Net claims and claim
expenses incurred
Acquisition expenses
Operational expenses
Underwriting income
(loss)

Net investment income
Net foreign exchange
gains

Equity in earnings of
other ventures

Other loss

Net realized and
unrealized gains on
investments

Net other-than-temporary

impairments

Corporate expenses
Interest expense

Income from continuing
operations before taxes
Income tax expense
Income from
discontinued operations
Net income attributable
to noncontrolling
interests

Dividends on preference
shares

Net income available to
RenaissanceRe common
shareholders

Net claims and claim
expenses incurred —

current accident year
Net claims and claim

Reinsurance

$1,334,438

$916,171
$698,473

90,892

57,742
93,246

$456,593

$196,263

expenses incurred — prior (105,371

accident years
Net claims and claim
expenses incurred — total

$90,892

28.1

)

Lloyd’s

$133,836
$109,429

$87,566
50,292

16,229
32,395

$(11,350

$63,697

(13,405

$50,292

% 2.7

Insurance

$—

$(360
$(335
(2,866

186
539

) $1,806

)

$—

(2,866

$(2,866

% —

)
)

)

)

)

%

Eliminations

126,878
3,951

16,626
(28,686 )

153,374
(343 )

(12,728 )
(17,325)

(1,005 )
1,166

(138,348

(26,250 )

Total

$1,467,846
$1,025,240
$785,704

138,318

74,157
126,180

447,049
126,878
3,951

16,626
(28,686

153,374
(343

(12,728
(17,325

688,796
(1,005
1,166

(138,348

(26,250

$524,359

$259,960

(121,642

$138,318

33.1

)

)

)
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Net claims and claim

expense ratio — current

accident year

Net claims and claim

expense ratio — prior (15.1 )% (15.3 )% 855.5 %
accident years

Net claims and claim

expense ratio — calendar 13.0 % 57.4 % 855.5 %
year

Underwriting expense

ratio 21.6 % 55.6 % (216.4 )%
Combined ratio 34.6 % 113.0 % 639.1 %

(1)Represents $0.4 million of gross premiums ceded from the Reinsurance segment to the Lloyd’s segment.
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(15.5

17.6

25.5
43.1

)%

%

%
%

57



Edgar Filing: RENAISSANCERE HOLDINGS LTD - Form 10-Q

Three months ended September 30, Reinsurance Lioyd’s

2011

Gross premiums written $122,811 $17,127
Net premiums written $86,745 $16,125
Net premiums earned $208,074 $20,797
Net claims and claim expenses 58.565 14,141
incurred

Acquisition expenses 21,964 4,013
Operational expenses 32,462 9,560
Underwriting income (loss) $95,083 $(6,917

Net investment loss

Net foreign exchange losses

Equity in earnings of other ventures
Other loss

Net realized and unrealized gains on
investments

Net other-than-temporary impairments
Corporate expenses

Interest expense

Income from continuing operations
before taxes

Income tax benefit

Loss from discontinued operations
Net income attributable to
noncontrolling interests

Dividends on preference shares

Net income available to
RenaissanceRe common shareholders

Net claims and claim expenses
incurred — current accident year
Net claims and claim expenses
incurred — prior accident years
Net claims and claim expenses

$72,358 $14,089

(13,793 ) 52

incurred — total $58,565 $14,141
Net claims .and claim expense ratio — 34.8 % 677
current accident year

Ne.:t clalms and claim expense ratio — 6.7 V% 0.3
prior accident years

Net claims and claim expense ratio — 781 % 68.0
calendar year

Underwriting expense ratio 26.2 % 65.3
Combined ratio 543 % 133.3

)

%
%

%

%
%

Insurance

$—
$140
$353

5,124

80
147
$(4,998

$(17
5,141

$5,124

4.8
1,456.4

1,451.6

64.3
1,515.9

)

)

(27,940
(2,650
4,794
(2,015

16,983

(449
(3,582
(5,722

1,435
(965

(5,044
(8,750

)

Total

$139,938
$103,010
$229,224

77,830

26,057
42,169
83,168
(27,940
(2,650
4,794
(2,015

16,983

(449
(3,582
(5,722

62,587

1,435
(965

(5,044
(8,750
$49,263

$86,430
(8,600

$77,830

37.7
3.7

34.0

29.7
63.7

%
)%

%

%
%
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Nine months ended
September 30, 2011
Gross premiums written $1,303,897 $87,873
Net premiums written ~ $906,167 $76,946
Net premiums earned $696,964 $53,704
Net cla1m§ and claim 797.188 53.283
expenses incurred
Acquisition expenses 62,187 9,779
Operational expenses 97,726 27,167
Underwriting loss $(260,137 ) $(36,525
Net investment income

Net foreign exchange

losses

Equity in losses of other

ventures

Other income

Net realized and

unrealized gains on

investments

Net other-than-temporary

impairments

Corporate expenses

Interest expense

Loss from continuing

operations before taxes

Income tax benefit

Loss from discontinued

operations

Net loss attributable to

noncontrolling interests

Dividends on preference

shares

Net loss attributable to

RenaissanceRe common

shareholders

Reinsurance Lloyd’s

Net claims and claim

expenses incurred — $902,118 $53,027
current accident year

Net claims and claim

expenses incurred — prior (104,930 ) 256
accident years

Net cla1m§ and claim $797.188 $53.83
expenses incurred — total
Net claims and claim
expense ratio — current  129.4 % 98.7
accident year

Insurance

$313
$467
$1,272

7,157

309
1,405
) $(7.599

$(86

7,243

$7,157

% (6.8

)

)%

Eliminations
Other
(D

$(77 ) $—

65,669
(6,511 )

(13,831 )
42,963

46,748

449 )

(9,657 )
(17,647 )

3,260
(12,585 )

58,545

(26,250 )

Total

$1,392,006
$983,580
$751,940

857,628

72,275
126,298
(304,261
65,669

(6,511

(13,831
42,963

46,748

(449

(9,657
(17,647

(196,976
3,260
(12,585

58,545

(26,250

$(174,006

$955,059

(97,431

$857,628

127.0

)

)
)

)

)

)

)

%
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Net claims and claim

expense ratio — prior (15.0 )% 0.5 % 569.5 %
accident years

Net claims and claim

expense ratio — calendar 114.4 % 99.2 % 562.7 %
year

g‘tﬁerwrmng CXpeNse 129 % 68.8 % 134.7 %
Combined ratio 137.3 % 168.0 % 697.4 %

(1)Represents $0.1 million of gross premiums ceded from the Reinsurance segment to the Lloyd’s segment.

42

(12.9

114.1

26.4
140.5

)%

%

%
%

61



Edgar Filing: RENAISSANCERE HOLDINGS LTD - Form 10-Q

NOTE 12. DERIVATIVE INSTRUMENTS

The Company enters into derivative instruments such as futures, options, swaps, forward contracts and other
derivative contracts primarily to manage its foreign currency exposure, obtain exposure to a particular financial
market, for yield enhancement, or for trading and speculation. The Company accounts for its derivatives in accordance
with FASB ASC Topic Derivatives and Hedging, which requires all derivatives to be recorded at fair value on the
Company's balance sheet as either assets or liabilities, depending on the rights or obligations of the derivatives, with
changes in fair value reflected in current earnings. The Company does not currently apply hedge accounting in respect
of any positions reflected in its consolidated financial statements. Where the Company has entered into master netting
agreements with counterparties, or the Company has the legal and contractual right to offset positions, the derivative
positions are generally netted by counterparty and are reported accordingly in other assets and other liabilities.

The table below shows the location on the consolidated balance sheets and fair value of the Company’s principal

derivative instruments:

Interest rate futures

Foreign currency forward contracts (1)
Foreign currency forward contracts (2)
Foreign currency forward contracts (3)
Credit default swaps

Energy and weather contracts (4)
Total

Interest rate futures

Foreign currency forward contracts (1)
Foreign currency forward contracts (2)
Foreign currency forward contracts (3)
Credit default swaps

Energy and weather contracts (4)
Total

(1)Contracts used to manage foreign currency risks in underwriting and non-investment operations.

Derivative Assets
September 30,
2012

Balance Sheet
Location

Other assets
Other assets
Other liabilities
Other assets
Other assets
Other assets

Fair Value

$207
8,847
3,883
1,553
37,087
$51,577

Derivative Liabilities

September 30,
2012

Balance Sheet
Location

Other liabilities
Other liabilities
Other liabilities
Other assets
Other liabilities
Other liabilities

Fair Value

$130
1,066
5,099
417

662
19,820
$27,194

December 31,
2011

Balance Sheet
Location

Other assets
Other assets
Other liabilities
Other assets
Other assets
Other assets

December 31,
2011

Balance Sheet
Location

Other liabilities
Other liabilities
Other liabilities
Other assets
Other liabilities
Other liabilities

Fair Value

$612
7,219
387
52,721
$60,939

Fair Value

$339
11,754
1,606

539
43,389
$57,627

Contracts used to manage foreign currency risks in investment operations. Included in other liabilities are
(2)derivative assets of $3.9 million (December 31, 2011 — $7.2 million) which are netted with derivative liabilities of
$5.1 million (December 31, 2011 — $1.6 million) under master netting arrangements.

(3)Contracts used to manage foreign currency risks in energy and risk operations.

Included in other assets is $63.7 million of derivative assets (December 31, 2011 — $104.6 million) and $26.6

4)
$52.2 million).

million of derivative liabilities (December 31, 2011 — $51.9 million). Included in other liabilities is $6.4 million of
derivative assets (December 31, 2011 — $8.8 million) and $26.2 million of derivative liabilities (December 31, 2011 —
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The location and amount of the gain (loss) recognized in the Company’s consolidated statements of operations related

to its derivative instruments is shown in the following table:

Location of gain (loss)
recognized on derivatives

Amount of gain (loss)
recognized on

derivatives
Three months ended September 30, 2012 2011
Interest rate futures Net investment income (loss) $(1,087 ) $(15,235
Foreign currency forward contracts (1)  Net foreign exchange gains (losses) 13,056 (15,927
Foreign currency forward contracts (2)  Net foreign exchange gains (losses) (430 ) 14,586
Foreign currency forward contracts (3)  Net foreign exchange gains (losses) (424 ) 775
Credit default swaps Net investment income (loss) 127 (4,290
Energy and weather contracts Other (loss) income 6,731 2,272
Total $17,973 $(17,819

Location of gain (loss)
recognized on derivatives

Amount of gain (loss)
recognized on

derivatives
Nine months ended September 30, 2012 2011
Interest rate futures Net investment income (loss) $(2,904 ) $(23,582
Foreign currency forward contracts (1)  Net foreign exchange gains (losses) 14,425 1,080
Foreign currency forward contracts (2)  Net foreign exchange gains (losses) (2,779 ) (6,566
Foreign currency forward contracts (3)  Net foreign exchange gains (losses) 89 127
Credit default swaps Net investment income (loss) 661 (3,148
Energy and weather contracts Other (loss) income (9,995 ) 12,201
Platinum warrant Other (loss) income — 2,975
Total $(503 ) $(16,913 )

(1)Contracts used to manage foreign currency risks in underwriting and non-investment operations.

(2)Contracts used to manage foreign currency risks in investment operations.

(3)Contracts used to manage foreign currency risks in energy and risk operations.

The Company is not aware of the existence of any credit-risk related contingent features that it believes would be
triggered in its derivative instruments that are in a net liability position at September 30, 2012.

Interest Rate Futures

The Company uses interest rate futures within its portfolio of fixed maturity investments to manage its exposure to
interest rate risk, which can include increasing or decreasing its exposure to this risk. At September 30, 2012, the
Company had $341.2 million of notional long positions and $302.0 million of notional short positions of primarily
Eurodollar, U.S. treasury and non-U.S. dollar futures contracts (December 31, 2011 — $3.2 billion and $285.7 million,
respectively). The fair value of these derivatives is determined using exchange traded prices.

Foreign Currency Derivatives

The Company’s functional currency is the U.S. dollar. The Company writes a portion of its business in currencies other
than U.S. dollars and may, from time to time, experience foreign exchange gains and losses in the Company’s
consolidated financial statements. All changes in exchange rates, with the exception of non-U.S. dollar denominated
investments classified as available for sale and non-monetary assets and liabilities, are recognized currently in the
Company’s consolidated statements of operations.
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Underwriting Operations Related Foreign Currency Contracts

The Company’s foreign currency policy with regard to its underwriting operations is generally to hold foreign currency
assets, including cash, investments and receivables that approximate the foreign currency liabilities, including claims
and claim expense reserves and reinsurance balances payable. When necessary, the Company may use foreign
currency forward and option contracts to minimize the effect of fluctuating foreign currencies on the value of
non-U.S. dollar denominated assets and liabilities associated with its underwriting operations. The fair value of the
Company's underwriting operations related foreign currency contracts is determined using indicative pricing obtained
from counterparties or broker quotes. At September 30, 2012, the Company had outstanding underwriting related
foreign currency contracts of $121.2 million in notional long positions and $469.9 million notional in short positions,
denominated in U.S. dollars (December 31, 2011 — $160.5 million and $700.8 million, respectively).

Investment Portfolio Related Foreign Currency Forward Contracts

The Company’s investment operations are exposed to currency fluctuations through its investments in non-U.S. dollar
fixed maturity investments, short term investments and other investments. To economically hedge its exposure to
currency fluctuations from these investments, the Company has entered into foreign currency forward contracts.
Foreign exchange gains (losses) associated with the Company’s hedging of these non-U.S. dollar investments are
recorded in net foreign exchange (losses) gains in its consolidated statements of operations. The fair value of the
Company's investment portfolio related foreign currency forward contracts is determined using an interpolated rate
based on closing forward market rates. At September 30, 2012, the Company had outstanding investment portfolio
related foreign currency contracts of $220.9 million in notional long positions and $266.0 million in notional short
positions, denominated in U.S. dollars (December 31, 2011 — $48.1 million and $211.6 million, respectively).

Energy and Risk Operations Related Foreign Currency Contracts

The Company’s energy and risk operations are exposed to currency fluctuations through certain derivative transactions
it enters into that are denominated in non-U.S. dollars. The Company may, from time to time, use foreign currency
forward and option contracts to minimize the effect of fluctuating foreign currencies on the value of non-U.S. dollar
denominated assets and liabilities associated with these operations. The fair value of the Company's energy and risk
operations related foreign currency contracts is based on exchange traded prices. At September 30, 2012, the
Company’s energy and risk operations had foreign currency contracts of $Nil in notional long positions and $25.2
million in notional short positions, denominated in U.S. dollars (December 31, 2011 — $7.8 million and $12.7 million,
respectively).

Credit Derivatives

The Company’s exposure to credit risk is primarily due to its fixed maturity investments, short term investments,
premiums receivable and reinsurance recoverable. From time to time, the Company purchases credit derivatives to
hedge its exposures in the insurance industry, and to assist in managing the credit risk associated with ceded
reinsurance. The Company also employs credit derivatives in its investment portfolio to either assume credit risk or
hedge its credit exposure. The fair value of the credit derivatives is determined using industry valuation models,
broker bid indications or internal pricing valuation techniques. The fair value of these credit derivatives can change
based on a variety of factors including changes in credit spreads, default rates and recovery rates, the correlation of
credit risk between the referenced credit and the counterparty, and market rate inputs such as interest rates. At
September 30, 2012, the Company had outstanding credit derivatives of $32.2 million in notional long positions and
$43.2 million in notional short positions, denominated in U.S. dollars (December 31, 2011 — $15.0 million and $38.1
million, respectively).

Energy and Weather-Related Derivatives

The Company regularly transacts in certain derivative-based risk management products primarily to address weather
and energy risks and engages in hedging and trading activities related to these risks. The trading markets for these
derivatives are generally linked to energy and agriculture commodities, weather and other natural phenomena.
Currently, a percentage of the Company’s derivative-based risk management products are transacted on a dual-trigger
basis combining weather or other natural
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phenomenon, with prices for commodities or securities related to energy or agriculture. The fair value of these
contracts is obtained through the use of quoted market prices, or in the absence of such quoted prices, industry or
internal valuation models. Generally, the Company’s current portfolio of such derivative contracts is of comparably
short duration and such contracts are predominantly seasonal in nature. Over time, the Company currently expects that
its participation in these markets, and the impact of these operations on its financial results, is likely to increase on
both an absolute and relative basis.

As of the dates set forth below, the Company had the following gross derivative contract positions outstanding
relating to its energy and weather derivatives trading activities.

Quantity (1)

September 30, December 31, Unit of measurement

2012 2011
Energy 150,231,356 240,363,364 S;fsr?{ﬁﬁggfg thermal
Temperature 11,641,411 14,917,438 $ per Degree Day Fahrenheit
Agriculture 37,911,137 6,098,000 Bushels
Precipitation 1,139,771 65,000 $ per Inch
Wind 74 712 $ per Meters per Second Hour

(1)Represents the sum of gross long and gross short derivative contracts.

The Company uses, among other things, value-at-risk (“VaR”) analysis to monitor the risks associated with its energy
and weather derivatives trading portfolio. VaR is a tool that measures the potential loss that could occur if the
Company's trading positions were maintained over a defined period of time, calculated at a given statistical confidence
level. Due to the seasonal nature of the Company's energy and weather derivatives trading activities, the VaR is based
on a rolling two season (one-year) holding period assuming no dynamic trading during the holding period. A 99%
confidence level is used for the VaR analysis. A 99% confidence level implies that within a one-year period, the
potential loss in the Company's portfolio is not expected to exceed the VaR estimate in 99% of the possible modeled
outcomes. In the remaining estimated 1% of the possible outcomes, the anticipated potential loss is expected to be
higher than the VaR figure, and on average substantially higher.

The VaR model, based on a Monte Carlo simulation methodology, seeks to take into account correlations between
different positions and potential for movements to offset one another within the portfolio. The expected value of the
risk factors in the Company's portfolio is generally obtained from exchange-traded futures markets. For most of the
risk factors, the volatility is derived from exchange-traded options markets. For those risk factors for which
exchange-traded options might not exist, the volatility is based on historical analysis matched to broker quotes from
the over-the-counter market, where available. The joint distribution of outcomes is based on our estimate of the
historical seasonal dependence among the underlying risk factors, scaled to the current market levels. The Company
then estimates the expected outcomes by applying a Monte Carlo simulation to these risk factors. The joint
distribution of the simulated risk factors is then filtered through the portfolio positions, and then the distribution of the
outcomes is realized. The 99t percentile of this distribution is then calculated as the portfolio VaR. Among the
significant limitations of this methodology is that the market data used to forecast parameters of the model may not be
an appropriate proxy of those parameters. The VaR methodology uses a number of assumptions, such as (i) risks are
measured under average market conditions, assuming normal distribution of market risk factors, (ii) future movements
in market risk factors follow estimated historical movements, and (iii) the assessed exposures do not change during
the holding period. We believe the VaR methodology has utility but do not derive absolute assurance from it.
Accordingly, there is no guarantee that these assumptions will prove correct and actual outcomes may vary, perhaps
substantially and adversely. The Company expects that, for any given period, its actual results will differ from its
assumptions, including with respect to previously estimated potential losses and that such losses could be substantially
higher than the estimated VaR.
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At September 30, 2012, the estimated VaR for the Company's portfolio of energy and weather-related derivatives, as
described above, calculated at an estimated 99% confidence level, was $43.4 million. The average, low and high
amounts calculated by the Company's VaR analysis during the nine months ended September 30, 2012 were $31.2
million, $13.0 million and $49.3 million, respectively.
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At September 30, 2012, RenaissanceRe had provided guarantees in the aggregate amount of $299.4 million to certain
counterparties of the weather and energy risk operations of Renaissance Trading. In the future, RenaissanceRe may
issue guarantees for other purposes or increase the amount of guarantees issued to counterparties of Renaissance
Trading.

Platinum Warrant

The Company held a warrant to purchase up to 2.5 million common shares of Platinum for $27.00 per share. The
Company recorded its investment in the Platinum warrant at fair value. The fair value of the warrant was estimated
using either the Black-Scholes option pricing model or the in-the-money value, the greater of which the Company
considered the best estimate of the exit value of the warrant. On January 20, 2011, the Company sold its warrant to
Platinum for an aggregate of $47.9 million, and recognized a $3.0 million gain on the sale, which is included in other
income during the nine months ended September 30, 2011.

NOTE 13. CONDENSED CONSOLIDATING FINANCIAL INFORMATION PROVIDED IN CONNECTION
WITH OUTSTANDING DEBT OF SUBSIDIARIES

The following tables present condensed consolidating balance sheets at September 30, 2012 and December 31, 2011,
condensed consolidating statements of operations and condensed consolidating statements of comprehensive income
(loss) for the three and nine months ended September 30, 2012 and 2011, and condensed consolidating statements of
cash flows for the nine months ended September 30, 2012 and 2011, respectively, for RenaissanceRe, RRNAH and
RenaissanceRe’s other subsidiaries. RRNAH is a 100% owned subsidiary of RenaissanceRe.

On March 17, 2010, RRNAH issued, and RenaissanceRe guaranteed, $250.0 million of 5.75% Senior Notes due
March 15, 2020, with interest on the notes payable on March 15 and September 15. The notes can be redeemed by
RRNAH prior to maturity, subject to payment of a “make-whole” premium. The notes, which are senior obligations,
contain various covenants, including limitations on mergers and consolidations, restrictions as to the disposition of the
stock of designated subsidiaries and limitations on liens of the stock of designated subsidiaries.
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Condensed Consolidating
Balance Sheet at September 30,
2012

Assets

Total investments

Cash and cash equivalents
Investments in subsidiaries
Due from subsidiaries and
affiliates

Premiums receivable
Prepaid reinsurance premiums
Reinsurance recoverable
Accrued investment income
Deferred acquisition costs
Other assets

Total assets

Liabilities, Noncontrolling
Interests and Shareholders’
Equity

Liabilities

Reserve for claims and claim
expenses

Unearned premiums

Debt

RenaissanceRe
Holdings Ltd.

(Parent
Guarantor)

$434,216
7,365
3,153,598

161,307

2,729

215,308
$3,974,523

$—

100,000

Amounts due to subsidiaries and

affiliates

Reinsurance balances payable
Other liabilities

Liabilities of discontinued
operations held for sale

Total liabilities

Redeemable noncontrolling
interest — DaVinciRe
Shareholders’ Equity

Total shareholders’ equity
Total liabilities, noncontrolling
interests and shareholders’
equity

(1)Includes all other subsidiaries of RenaissanceRe Holdings Ltd. and eliminations.

3,353

32,214

135,567

3,838,956

$3,974,523

RenRe North
America
Holdings Inc.
(Subsidiary
Issuer)

$54,261
985
106,386

722

299

8,873
$171,526

$—

249,316
5,470

1,318
256,104

(84,578 )

$171,526

Other
RenaissanceRe
Holdings Ltd.

Subsidiaries and

Eliminations

(Non-guarantor

Subsidiaries)

(1)

$6,267,074
240,773

701,240
189,592
209,490
34,299
83,222
551,074
$8,276,764

$1,782,680

718,261
9,279

356,136
750,788

3,617,144
950,822

3,708,798

$8,276,764

(2)Includes Parent Guarantor and Subsidiary Issuer consolidating adjustments.
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Consolidating
Adjustments

2)

$—

(3,259,984
(162,029

(207,292
$(3,629,305

(3,620,241

$(3,629,305

RenaissanceRe
Consolidated

$6,755,551
249,123

701,240
189,592
209,490
37,327
83,222
567,963
$8,793,508

$1,782,680

718,261
358,595

356,136
782,761

1,318
3,999,751
950,822

3,842,935

$8,793,508
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Condensed Consolidating Ezrllgilrslsaniilfe

Balance Sheet at December 31, £s LG

2011 (Parent
Guarantor)

Assets

Total investments $593,973

Cash and cash equivalents 10,606

Investments in subsidiaries 2,776,997

Du‘e.from subsidiaries and 172,069

affiliates

Premiums receivable —

Prepaid reinsurance premiums —

Reinsurance recoverable —

Accrued investment income 4,106

Deferred acquisition costs —

Other assets 206,171

Total assets $3,763,922

Liabilities, Redeemable

Noncontrolling Interest and

Shareholders’ Equity

Liabilities

Reserve for claims and claim $

expenses o

Unearned premiums —

Debt 100,000

Amgunts due to subsidiaries and3 0.519

affiliates

Reinsurance balances payable —

Other liabilities 28,210

Liabilities of discontinued

operations held for sale o

Total liabilities 158,729

Redeemable noncontrolling

interest — DaVinciRe

Shareholders’ Equity

Total shareholders’ equity 3,605,193

Total liabilities, redeemable

noncontrolling interest and $3,763,922

shareholders’ equity

(1)Includes all other subsidiaries of RenaissanceRe Holdings Ltd. and eliminations.

RenRe North
America
Holdings Inc.
(Subsidiary
Issuer)

$104,869
4,920
83,031

846

311

27,198
$221,175

$—

249,247
6,081

3,755
13,507
272,590

(51,415 )

$221,175

Other
RenaissanceRe
Holdings Ltd.

Subsidiaries and

Eliminations

(Non-guarantor

Subsidiaries)

(1)

$5,510,410
201,458

471,878
58,522
404,029
29,106
43,721
275,092
$6,994,216

$1,992,354

347,655
4,373

256,883
482,668

3,083,933
657,727

3,252,556

$6,994,216

(2)Includes Parent Guarantor and Subsidiary Issuer consolidating adjustments.
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Consolidating
Adjustments

2

$—

(2,860,028
(172,915

(201,458
$(3,234,401

(36,600

(36,600

(3,197,801

$(3,234,401

RenaissanceRe
Consolidated

$6,209,252
216,984

471,878
58,522
404,029
33,523
43,721
307,003
$7,744,912

$1,992,354

347,655
353,620

256,883
514,633

13,507
3,478,652
657,727

3,608,533

$7,744912
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Condensed Consolidating RenaissanceRe
Statement of Operations for Holdings Ltd.
the three months ended (Parent
September 30, 2012 Guarantor)
Revenues

Net premiums earned $—

Net investment income 3,306

Net foreign exchange gains 21

Equity in earnings of other

ventures o

Other income (loss) 2,410

Net realized and unrealized gains

. 5,915
on investments

Total revenues 11,652
Expenses

Net claims and claim expenses

incurred

Acquisition expenses —
Operational expenses (1,256
Corporate expenses 3,272
Interest expense 1,468
Total expenses 3,484

Income (loss) before equity in net
income (loss) of subsidiaries and 8,168
taxes

Equity in net income (loss) of
subsidiaries

Income (loss) from continuing
operations before taxes
Income tax benefit (expense) —
Incom‘e (loss) from continuing 189,414
operations

Loss from discontinued
operations

Net income (loss)

Net income attributable to
noncontrolling interests

Net income (loss) attributable to
RenaissanceRe

Dividends on preference shares
Net income (loss) attributable to
RenaissanceRe common
shareholders

181,246

189,414

189,414

189,414
(8,750

$180,664

) I

Other
RenRe North Rena}ssanceRe
. Holdings Ltd.
America Hss
: Subsidiaries and
Holdings Inc. A
P Eliminations
(Subsidiary
Issuer) (Non-guarantor
Subsidiaries)
(D
$— $262,623
185 43,704
- 2,980
- 4,310
T (3,291 )
438 69,905
623 380,231
- 73,215
- 24,438
1,889 41,757
61 517
3,617 206
5,567 140,733
(4,944 ) 239,498
(2,068 ) —
(7,012 ) 239,498
LAT7 (1,621 )
(5,535 ) 237,877
(54 ) —
(5,589 ) 237,877
T (51,083 )
(5,589 ) 186,794
$(5.589 ) $186,794

(1)Includes all other subsidiaries of RenaissanceRe Holdings Ltd. and eliminations.
(2)Includes Parent Guarantor and Subsidiary Issuer consolidating adjustments.

Consolidating
Adjustments

2

$—
(2,031

(2,031

(179,178

(181,209

(181,209

(181,209

(181,209

$(181,209

)

)

)

RenaissanceRe

Consolidated

$262,623
45,164
3,001

4,310
(881
76,258
390,475

73,215

24,438
42,390
3,850
5,891
149,784

240,691

)_

)

240,691
(144
240,547

(54
240,493
(51,083

189,410
(8,750

$180,660
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Condensed Consolidating
Statement of Comprehensive
Income (Loss) for the three
months ended September 30,
2012

Comprehensive income (loss)
Net income (loss)

Change in net unrealized gains
on investments
Comprehensive income (loss)
Net income attributable to
noncontrolling interests
Comprehensive income
attributable to noncontrolling
interests

Comprehensive income (loss)
attributable to RenaissanceRe

RenaissanceRe
Holdings Ltd.
(Parent
Guarantor)

$189,414

189,414

$189,414

RenRe North
America
Holdings Inc.
(Subsidiary
Issuer)

$(5,589 )

(5,589 )

$(5,589 )

Other

RenaissanceRe

Holdings Ltd.

Subsidiaries Consolidating )

. RenaissanceRe
and Adjustments Consolidated
Eliminations 2)

(Non-guarantor

Subsidiaries)

(D

$237,877 $(181,209 ) $240,493
1,536 — 1,536
239,413 (181,209 ) 242,029
(51,083 ) — (51,083
(51,083 ) — (51,083
$188,330 $(181,209 ) $190,946

(1)Includes all other subsidiaries of RenaissanceRe Holdings Ltd. and eliminations.
(2)Includes Parent Guarantor and Subsidiary Issuer consolidating adjustments.
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Condensed Consolidating
Statement of Operations for
the nine months ended September (Parent

30, 2012 Guarantor)
Revenues

Net premiums earned $—

Net investment income 10,997
Net foreign exchange gains 28

Equity in earnings of other

ventures o

Other income (loss) 2,562

Net realized and unrealized gains
on investments
Net other-than-temporary

14,334

impairments

Total revenues 27,921
Expenses

Net claims and claim expenses

incurred

Acquisition expenses —
Operational expenses (3,866
Corporate expenses 10,951
Interest expense 4,406
Total expenses 11,491

Income (loss) before equity in net
income (loss) of subsidiaries and 16,430
taxes

Equity in net income (loss) of
subsidiaries

Income (loss) from continuing
operations before taxes
Income tax (expense) benefit —
Incom‘e (loss) from continuing 550,609
operations

Income from discontinued
operations

Net income (loss)

Net income attributable to
noncontrolling interests

Net income (loss) attributable to
RenaissanceRe

Dividends on preference shares
Net income (loss) attributable to
RenaissanceRe common
shareholders

534,179

550,609

550,609

550,609
(26,250

RenaissanceRe
Holdings Ltd.

$524,359

RenRe North
America

Holdings Inc.

(Subsidiary
Issuer)

1,490

2,150

5,646
213
10,850
16,709

(14,559

(25,825

(40,384
(1,491
(41,875

1,166
(40,709

(40,709

)_

$(40,709

)

Other
RenaissanceRe
Holdings Ltd.

Subsidiaries and

Eliminations

(Non-guarantor

Subsidiaries)

()

$785,704
121,401
3,923

16,626
(31,248
137,550

(343
1,033,613

138,318

74,157
124,400
1,564
2,069
340,508

693,105

693,105
486
693,591

693,591
(138,348

555,243

$555,243

Consolidating RenaissanceRe

Adjustments Consolidated

2

(6,180

(508,354

(514,534

(514,534

(514,534

(514,534

$(514,534

$785,704
) 126,878
3,951

16,626
(28,686
153,374

(343
) 1,057,504

138,318

74,157
126,180
12,728
17,325
368,708

) 688,796

) —
) 688,796

(1,005
) 687,791

1,166
) 688,957
(138,348

) 550,609
(26,250

) $524,359

)

)

)
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(1)Includes all other subsidiaries of RenaissanceRe Holdings Ltd. and eliminations.
(2)Includes Parent Guarantor and Subsidiary Issuer consolidating adjustments.
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Other

RenaissanceRe
Condensed Consolidating . RenRe North Holdings Ltd.

. RenaissanceRe . e Cq
Statement of Comprehensive . America Subsidiaries Consolidating .
. Holdings Ltd. . . RenaissanceRe
Income (Loss) for the nine Holdings Inc. and Adjustments .
(Parent .5 . Consolidated
months ended September 30, (Subsidiary ~ Eliminations 2)
Guarantor)

2012 Issuer) (Non-guarantor

Subsidiaries)

(1
Comprehensive income (loss)
Net income (loss) $550,609 $(40,709 ) $693,591 $(514,534 ) $688,957
Change in net unrealized gains on . 2.359 o 2.359
investments
Portion of other-than-temporary
impairments recognized in other — — (52 ) — (52 )
comprehensive income (loss)
Comprehensive income (loss) 550,609 (40,709 ) 695,898 (514,534 ) 691,264
Net 1ncome.attr.1butable to . . (138.348 )y — (138,348 )
noncontrolling interests
Comprehensive income
attributable to noncontrolling — — (138,348 ) — (138,348 )
interests
Comprehensive income (loss) ¢ 55 ¢4 $(40,709 ) $557,550 $(514,534 ) $552,916

attributable to RenaissanceRe
(1)Includes all other subsidiaries of RenaissanceRe Holdings Ltd. and eliminations.
(2)Includes Parent Guarantor and Subsidiary Issuer consolidating adjustments.
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Condensed Consolidating RenaissanceRe
Statement of Operations Holdings Ltd.
for the three months ended (Parent
September 30, 2011 Guarantor)
Revenues

Net premiums earned $—

Net investment income 5,266

Net foreign exchange losses (120
Equity in earnings of other

ventures o

Other loss (367

Net realized and unrealized gains 9.741

on investments ’

Net other-than-temporary

impairments o

Total revenues 14,520
Expenses

Net claims and claim expenses

incurred

Acquisition expenses —
Operational expenses 979
Corporate expenses 3,045
Interest expense 1,469
Total expenses 3,535

Income (loss) before equity in net
income (loss) of subsidiaries and 10,985
taxes

Equity in net income (loss) of
subsidiaries

Income (loss) from continuing
operations before taxes
Income tax benefit —
Incom‘e (loss) from continuing 58.013
operations

Loss from discontinued
operations

Net income (loss) 58,013
Net income attributable to
noncontrolling interest

Net income (loss) attributable to
RenaissanceRe

Dividends on preference shares (8,750
Net income (loss) attributable to $49,263
RenaissanceRe common

47,028

58,013

58,013

)

RenRe North
America
Holdings Inc.
(Subsidiary
Issuer)

2,197
60

3,616
5,873

(2,383 )

(2,689 )

(5,072 )
1,077
(3,995 )

(965 )
(4,960 )

(4,960 )

$(4,960 )

Other
RenaissanceRe
Holdings Ltd.
Subsidiaries
and
Eliminations
(Non-guarantor
Subsidiaries)

(1)

$229,224
(31,756
(2,530

4,794
(1,648
4,175

(449
201,810

77,830

26,057
40,951
477
(8,557
136,758

65,052

65,052
358
65,410

65,410
(5,044

60,366

$60,366

Consolidating RenaissanceRe

Adjustments

2

$—
(1,873

9,194
9,194

(11,067

(44,339

(55,406

(55,406

(55,406

(55,406

$(55,406

Consolidated

$229,224
) (27,940
(2,650

4,794
(2,015
16,983

(449
) 217,947

77,830

26,057
42,169
3,582
5,722
155,360

) 62,587

) —
) 62,587

1,435
) 64,022

(965
) 63,057
(5,044

) 58,013

(8,750
) $49,263
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shareholders
(1)Includes all other subsidiaries of RenaissanceRe Holdings Ltd. and eliminations.
(2)Includes Parent Guarantor and Subsidiary Issuer consolidating adjustments.
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Other

RenaissanceRe
Condensed Consolidating . RenRe North Holdings Ltd.

. RenaissanceRe . . C g
Statement of Comprehensive . America Subsidiaries Consolidating .
Holdings Ltd. . . RenaissanceRe
Income (Loss) for the three Holdings Inc. and Adjustments .
(Parent .5 . Consolidated

months ended September 30, Guarantor) (Subsidiary ~ Eliminations )
2011 Issuer) (Non-guarantor

Subsidiaries)

(D
Comprehensive income (loss)
Net income (loss) $58,013 $(4,960 ) $65,410 $(55,406 ) $63,057
Change in net unrealized gains on o (6,890 )y — (6,890
investments
Portion of other-than-temporary
impairments recognized in other — — (49 ) — (49
comprehensive income (loss)
Comprehensive income (loss) 58,013 (4,960 ) 58,471 (55,406 ) 56,118
Net 1ncome'attr.1butable to o . (5.044 )y — (5.044
noncontrolling interests
Comprehensive income
attributable to noncontrolling — — (5,044 ) — (5,044
interests
Comprehensive income (10ss) ¢ 5¢ 3 $(4,960 ) $53.427 $(55.406 ) $51,074

attributable to RenaissanceRe
(1)Includes all other subsidiaries of RenaissanceRe Holdings Ltd. and eliminations.
(2)Includes Parent Guarantor and Subsidiary Issuer consolidating adjustments.
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Condensed Consolidating RenaissanceRe
Statement of Operations Holdings Ltd.
for the nine months ended (Parent
September 30, 2011 Guarantor)
Revenues

Net premiums earned $—

Net investment income 16,016

Net foreign exchange losses (24

Equity in losses of other ventures —
Other (loss) income (172
Net' realized and unrealized gains 12,073
on investments

Net other-than-temporary

impairments

Total revenues 27,893
Expenses

Net claims and claim expenses

incurred

Acquisition expenses —
Operational expenses (3,395
Corporate expenses 8,560
Interest expense 9,003
Total expenses 14,168

Income (loss) before equity in net

loss of subsidiaries and taxes 13,725

Equity in net loss subsidiaries (161,771
Loss from continuing operations (148,046
before taxes

Income tax benefit (expense) 290

Loss from continuing operations (147,756
Loss from discontinued
operations

Net loss

Net loss attributable to
redeemable noncontrolling
interest — DaVinciRe

Net loss attributable to
RenaissanceRe

Dividends on preference shares
Net loss attributable to
RenaissanceRe common
shareholders

(147,756

(147,756
(26,250

$(174,006

)

RenRe North
America
Holdings Inc.
(Subsidiary
Issuer)

5,241
169
10,951
16,361

(12,691 )
(3,421 )
(16,112 )

4,154
(11,958 )

(12,585 )
(24,543 )

(24,543 )

$(24,543 )

Other
RenaissanceRe
Holdings Ltd.
Subsidiaries
and
Eliminations

(Non-guarantor

Subsidiaries)

ey

$751,940
52,887
(6,487
(13,831
43,135

31,647

(449
858,842

857,628

72,275
124,452
928
(6,803
1,048,480

(189,638

(189,638

(1,184
(190,822

(190,822

58,545

(132,277

$(132,277

)

)

(1)Includes all other subsidiaries of RenaissanceRe Holdings Ltd. and eliminations.

Consolidating RenaissanceRe

Adjustments
2

4,496
4,496

(8,372
165,192
156,820

156,820

156,820

156,820

$156,820

Consolidated

$751,940
65,669
(6,511
(13,831
42,963

46,748

(449
886,529

857,628

72,275
126,298
9,657
17,647
1,083,505

(196,976
(196,976

3,260
(193,716

(12,585
(206,301

58,545
(147,756
(26,250

$(174,006
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(2)Includes Parent Guarantor and Subsidiary Issuer consolidating adjustments.
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Condensed Consolidating
Statement of Comprehensive
Loss for the nine months ended
September 30, 2011

Comprehensive loss
Net loss

RenaissanceRe
Holdings Ltd.
(Parent
Guarantor)

$(147,756

Change in net unrealized gains on

investments
Portion of other-than-temporary

impairments recognized in other —

comprehensive loss
Comprehensive loss
Net loss attributable to
noncontrolling interests

(147,756

RenRe North
America

Holdings Inc.

(Subsidiary
Issuer)

) $(24,543

) (24,543

)

)

Other
RenaissanceRe
Holdings Ltd.
Subsidiaries
and
Eliminations
(Non-guarantor
Subsidiaries)

(1)
$(190,822
(8,688

(49

(199,559
58,545

Consolidating
Adjustments

2

) $156,820
) —
) —

) 156,820

RenaissanceRe
Consolidated
$(206,301 )
(8,688 )
(49 )
(215,038 )
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