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NOTE ON FORWARD-LOOKING STATEMENTS
This FCR for the year ended December 31, 2016 of the RenaissanceRe Group contains forward-looking
statements, within the meaning of Section 27A of the Securities Act of 1933, as amended (the
“Exchange Act”). Forward-looking statements are necessarily based on estimates and assumptions
that are inherently subject to significant business, economic and competitive uncertainties and
contingencies, many of which, with respect to future business decisions, are subject to change. These
uncertainties and contingencies can affect actual results and could cause actual results to differ
materially from those expressed in any forward-looking statements made by, or on behalf of, us. In
particular, statements using words such as “may”, “should”, “estimate”, “expect”, “anticipate”,
“intend”, “believe”, “predict”, “potential”, or words of similar import generally involve forwardlooking statements. For example, we may include certain forward-looking statements in the
discussion and analysis of our financial condition and results of operations with regard to trends in
results, prices, volumes, operations, investment results, margins, combined ratios, fees, reserves,
market conditions, risk management and exchange rates. This FCR may also contain forward-looking
statements with respect to our business and industry, such as those in relation to our strategy and
management objectives, market standing and product volumes, competition and new entrants in our
industry, industry capital, insured losses and regulatory matters affecting the reinsurance and
insurance industries.
The inclusion of forward-looking statements in this FCR should not be considered as a representation
by us or any other person that our current objectives or plans will be achieved. Numerous factors
could cause our actual results to differ materially from those addressed by the forward-looking
statements, including the following:


















the frequency and severity of catastrophic and other events we cover;
the effectiveness of our claims and claim expense reserving process;
our ability to maintain our financial strength ratings;
the effect of climate change on our business;
the effects of United States (“U.S.”) business tax reform proposals;
adverse tax developments, including potential changes to the taxation of inter-company or
related party transactions;
the effect of emerging claims and coverage issues;
continued soft reinsurance underwriting market conditions;
our reliance on a small and decreasing number of reinsurance brokers and other distribution
services for the preponderance of our revenue;
our exposure to credit loss from counterparties in the normal course of business;
the effect of continued challenging economic conditions throughout the world;
a contention by the Internal Revenue Service that Renaissance Reinsurance Ltd. (“Renaissance
Reinsurance”), or any of our other Bermuda subsidiaries, is subject to taxation in the U.S.;
the performance of our investment portfolio;
losses we could face from terrorism, political unrest or war;
the effect of cybersecurity risks, including technology breaches or failure, on our business;
our ability to successfully implement our business strategies and initiatives;
our ability to retain our key senior officers and to attract or retain the senior management and
employees necessary to manage our business;
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our ability to determine the impairments taken on our investments;
the availability of retrocessional reinsurance on acceptable terms.
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1. INTRODUCTION
Unless otherwise indicated, references in this Financial Condition Report (“FCR”) to
“RenaissanceRe” refer to RenaissanceRe Holdings Ltd. (the parent company) and references
to the “Company”, “we”, “us”, “our”, “Group” or the “RenaissanceRe Group” refer to
RenaissanceRe Holdings Ltd. and its subsidiaries, which include Renaissance Reinsurance Ltd.
(“Renaissance Reinsurance”) and RenaissanceRe Specialty U.S. Ltd. (“RenaissanceRe
Specialty U.S.”). The Company also underwrites reinsurance on behalf of joint ventures,
principally including Top Layer Reinsurance Ltd. (“Top Layer Re”) and DaVinci Reinsurance
Ltd. (“DaVinci”). The financial results of DaVinci and DaVinci’s parent company, DaVinciRe
Holdings Ltd. (“DaVinciRe”), are consolidated in the Company’s financial statements.
This FCR is prepared in accordance with the Bermuda Monetary Authority’s (“BMA” or the
“Authority”) Insurance (Public Disclosure) Rules 2015 and Insurance (Group Supervision)
Rules 2011. The FCR documents the measures governing the business operations, corporate
governance framework, solvency and financial performance of the RenaissanceRe Group for
the year ended December 31, 2016 and for each of Renaissance Reinsurance, RenaissanceRe
Specialty U.S., DaVinci, and Top Layer Re (collectively our “Bermuda Operating
Subsidiaries”). The report is prepared to provide information to enable an informed
assessment on how the RenaissanceRe group’s business is run in a prudent manner.

1.1. REGULATION
Insurance Supervisor
Bermuda Monetary Authority
BMA House
43 Victoria Street, Hamilton
Bermuda

Group Supervisor
Bermuda Monetary Authority
BMA House
43 Victoria Street, Hamilton
Bermuda

1.2. APPROVED AUDITOR
The Insurance Act 1978 requires the appointment of an independent auditor, which must be
approved by the BMA. Ernst & Young, whose contact details are shown below, is
RenaissanceRe’s approved auditor for both statutory and U.S. Generally Accepted
Accounting Principles (“GAAP”) reporting.
Organization:
Jurisdiction:
Address:

Email Address:
Phone Number:

Ernst & Young Ltd.
Bermuda
3 Bermudiana Road
Hamilton
HM08
ernst.young@bm.ey.com
+1441 295 7000
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1.3. ORGANIZATION
1.3.1. RenaissanceRe
RenaissanceRe was formed under the laws of Bermuda on June 7, 1993. Together with its
wholly owned and majority-owned subsidiaries and DaVinciRe, RenaissanceRe provides
reinsurance and insurance coverages and relates services to a broad range of customers.

1.3.2. Bermuda Operating Subsidiaries
1.3.2.1.

Renaissance Reinsurance

Renaissance Reinsurance, a Bermuda-domiciled reinsurance company, is the Company’s
principal reinsurance subsidiary and provides property and casualty and specialty
reinsurance coverages to insurers and reinsurers on a worldwide basis.

1.3.2.2.

DaVinci

DaVinci was established in 2001 and principally writes property catastrophe reinsurance and
certain low frequency, high severity specialty reinsurance lines of business on a global basis.
In general, we seek to construct for DaVinci a portfolio with risk characteristics similar to
those of Renaissance Reinsurance’s property catastrophe reinsurance portfolio, and from
time to time, certain lines of specialty reinsurance written by Renaissance Reinsurance such
as terrorism and workers’ compensation. In accordance with DaVinci’s underwriting
guidelines, it can only participate in business also underwritten by Renaissance Reinsurance.
We maintain majority voting control of DaVinci’s holding company, DaVinciRe, and
accordingly, consolidate the results of DaVinciRe into our consolidated results of operations
and financial position.

1.3.2.3.

RenaissanceRe Specialty U.S.

RenaissanceRe Specialty U.S. is a Bermuda-domiciled reinsurer that was launched in June
2013 as a balance sheet for U.S.-based specialty risks.

1.3.2.4.

Top Layer Re

Top Layer Re was established in 1999 and provides high layer, non-U.S. property reinsurance
written on an excess of loss basis. Top Layer Re is a joint venture between Renaissance
Reinsurance and State Farm Mutual Automobile Insurance Company (“State Farm”), a
United States company. We account for our equity ownership in Top Layer Re under the
equity method of accounting and our proportionate share of its results is reflected in equity
in earnings of other ventures in our consolidated financial statements.
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1.3.3. Ventures
We pursue a number of other joint venture opportunities through our ventures unit, which
allow us to leverage our access to business and out underwriting capabilities on a larger
capital base.

1.3.3.1.

RenaissanceRe Medici Fund Ltd. (“Medici”)

Medici is an exempted fund, incorporated under the laws of Bermuda. Medici’s objective is
to invest substantially all of its assets in various insurance-based investment instruments
that have returns primarily correlated to property catastrophe risk. Third-party investors
subscribe for the majority of the participating, non-voting common shares of Medici. We
maintain majority voting control of Medici’s parent, RenaissanceRe Fund Holdings Ltd.
(“Fund Holdings”), therefore the results of Medici and Fund Holdings are consolidated in our
financial statements.

1.3.3.2.

Upsilon RFO Re Ltd. (“Upsilon RFO”)

Effective January 1, 2013, we formed and launched a managed joint venture, Upsilon RFO, a
Bermuda-domiciled special purpose insurer, to provide additional capacity to the worldwide
aggregate and per-occurrence primary and retrocessional property catastrophe excess of
loss market. Upsilon RFO’s creation further enhances our efforts to match desirable
reinsurance risk with efficient capital through a strategic capital structure. Upsilon RFO is
considered a Variable Interest Entity (“VIE”) as it has insufficient equity capital to finance its
activities without additional financial support and we are the primary beneficiary. As a result,
we consolidate Upsilon RFO and all significant inter-company transactions have been
eliminated.

1.3.3.3.

Fibonacci Reinsurance Ltd. (“Fibonacci Re”)

Effective November 7, 2016, Fibonacci Re, a Bermuda-domiciled SPI, was formed to provide
collateralized capacity to Renaissance Reinsurance and its affiliates. Fibonacci Re raised
capital from third party investors and us via a private placement of participating notes that
are listed on the Bermuda Stock Exchange. This arrangement enables Renaissance
Reinsurance to support its clients with additional property catastrophe reinsurance capacity
and we believe it provides attractive risk-adjusted returns to our capital partners. We
concluded that Fibonacci Re meets the definition of a VIE as it does not have sufficient equity
capital to finance its activities. Therefore, we evaluated our relationship with Fibonacci Re
and concluded we are not the primary beneficiary of Fibonacci Re as we do not have power
over the activities that most significantly impact the economic performance of Fibonacci. As
a result, we do not consolidate the financial position and results of operations of Fibonacci.
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1.3.4. Organizational Structure
A simplified group organizational chart is set out in Appendix One. The chart depicts the
position of the Bermuda Operating Subsidiaries in the RenaissanceRe Group.
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1.3.5. Share Ownership
1.3.5.1.

RenaissanceRe

The following table sets forth information with respect to the beneficial ownership of the
Company’s common shares as of March 9, 2017 for each person known by us to own
beneficially 5% or more of our outstanding common shares:
Number of common
shares

Percentage of class1

4,046,500

9.9%

3,775,477

9.2%

FMR LLC4
245 Summer Street, Boston, MA 02110

3,092,000

7.6%

State Street Corporation5
State Street Financial Center
One Lincoln Street, Boston, MA 02111

2,373,698

5.8%

Name and Address of Beneficial Owner
BlackRock, Inc.2
40 East 52nd Street
New York, NY 10022
The Vanguard Group, LLC3
100 Vanguard Blvd.
Malvern, PA 19355

1

The percentage of class shown is based on the common shares reported as beneficially owned on Schedule 13G or
Schedule 13G/A and 40,941,660 common shares outstanding as of March 9, 2017.
2 According to a Statement on Schedule 13G/A filed on January 25, 2017 by BlackRock, BlackRock was the beneficial owner
of 4,046,500 common shares as of December 31, 2016. BlackRock has the sole power to vote or to direct the voting of
3,684,438 common shares and sole power to dispose of or to direct the disposition of 4,046,500 common shares. On
November 15, 2016, we granted BlackRock a limited waiver from the restrictions on the acquisition of share ownership set
forth in our Bye-laws, up to a maximum amount of shares representing 15% of our shares outstanding. BlackRock has
agreed that, in accordance with our Bye-laws, the voting rights attributable to shares owned or controlled by BlackRock will
not exceed 9.9% of the voting rights attached to all of our issued and outstanding capital shares.
3 According to a Statement on Schedule 13G/A filed on February 24, 2017 by The Vanguard Group, LLC (“Vanguard”),
Vanguard was the beneficial owner of 3,775,477 common shares as of December 31, 2016. Vanguard has the sole power to
vote or to direct the voting of 34,154 common shares, shared power to vote or direct the vote of 14,724 common shares,
sole power to dispose of or to direct the disposition of 3,727,583 common shares and shared power to dispose or direct the
disposition of 47,894 common shares.
4 According to a Statement on Schedule 13G/A filed on February 14, 2017 by FMR LLC, FMR LLC was the beneficial owner of
3,092,000 common shares as at December 31, 2016. Abigail P. Johnson (Director, Vice Chairman, Chief Executive Officer
and President of FMR LLC) and FMR LLC each has the sole power to dispose of the 3,092,000 common shares owned by
various Fidelity funds. Fidelity Low-Priced Stock Fund reported sole voting power over 2,756,600 common shares and FMR
LLC reported sole voting power over 335,400 common shares. According to this Schedule 13G/A, members of the Johnson
family, including Abigail P. Johnson, are the predominant owners, directly or through trusts, of Series B voting common
shares of FMR LLC, representing 49% of the voting power of FMR LLC. The Johnson family group and all other Series B
shareholders have entered into a shareholders’ voting agreement under which all Series B shares will be voted in
accordance with the majority vote of Series B shares. Accordingly, through their ownership of voting common stock and the
execution of the shareholders’ voting agreement, members of the Johnson family may be deemed, under the Investment
Company Act of 1940, to form a controlling group with respect to FMR LLC. Neither Abigail P. Johnson nor FMR LLC has the
sole power to vote or direct the voting of the shares owned directly by the various Fidelity funds advised by Fidelity
Management & Research Company (“FMR Co”), a wholly owned subsidiary of FMR LLC, which power resides with the funds’
Board of Trustees. FMR Co carries out the voting of the shares under written guidelines established by the funds’ Boards of
Trustees.
5 According to a Statement on Schedule 13G filed on February 9, 2017 by State Street Corporation (“State Street”), State
Street was the beneficial owner of 2,373,698 common shares as of December 31, 2016. State Street has the sole power to
vote or to direct the voting of 0 common shares, shared power to vote or direct the vote of 2,373,698 common shares, sole
power to dispose of or to direct the disposition of 0 common shares and shared power to dispose or direct the disposition of
2,373,698 common shares.
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1.3.5.2.

Ownership of Bermuda Operating Subsidiaries

The following table sets forth information with respect to the ownership of Bermudadomiciled insurers which are affiliated with the RenaissanceRe Group. Ownership presented
is as of December 31, 2016.
Ownership
Percentage

Entity

Owner Name

Renaissance
Reinsurance

RenaissanceRe Holdings Ltd.

100.00%

RenaissanceRe Holdings Ltd.*

24.00%

Third parties

76.00%

DaVinci
RenaissanceRe
Specialty U.S.
Top Layer Re

RenaissanceRe Holdings Ltd.*

100.00%

RenaissanceRe Holdings Ltd.*

50.00%

State Farm

50.00%

*Indicates that RenaissanceRe is the ultimate owner. Shares are directly held by other entities within the
RenaissanceRe Group.
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2. BUSINESS AND PERFORMANCE
2.1. OVERVIEW
RenaissanceRe is a global provider of reinsurance and insurance. We aspire to be the world’s
best underwriter by matching well-structured risks with efficient sources of capital and our
mission is to produce superior returns for our shareholders over the long term. We seek to
accomplish these goals by being a trusted, long-term partner to our customers for assessing
and managing risk, delivering responsive and innovative solutions, leveraging our core
capabilities of risk assessment and information management, investing in these core
capabilities in order to serve our customers across the cycles that have historically
characterized our markets and keeping our promises. Our strategy focuses on superior risk
selection, superior customer relationships and superior capital management. We provide
value to our customers and joint venture partners in the form of financial security, innovative
products, and responsive service. We are known as a leader in paying valid claims promptly.
We principally measure our financial success through long-term growth in tangible book
value per common share plus the change in accumulated dividends, which we believe is the
most appropriate measure of our financial performance and in respect of which we believe
we have delivered superior performance over time.
Our core products include property, casualty and specialty reinsurance and certain insurance
products principally distributed through intermediaries, with whom we seek to cultivate
strong long-term relationships. We believe we have been one of the world’s leading
providers of property reinsurance since our founding. In recent years, through the strategic
execution of a number of initiatives, including organic growth and our acquisition of
Platinum Underwriters Holdings, Ltd. (“Platinum”) on March 2, 2015, we have expanded our
casualty and specialty platform and products and believe we are a leader in certain casualty
and specialty lines of business. We have determined our business consists of the following
reportable segments: (1) Property, which is comprised of catastrophe and other property
reinsurance and insurance written on behalf of our operating subsidiaries and certain joint
ventures managed by our ventures unit, and (2) Casualty and Specialty, which is comprised
of casualty and specialty reinsurance and insurance written on behalf of our operating
subsidiaries and certain joint ventures managed by our ventures unit.
To best serve our clients in the places they do business, we have operating subsidiaries, joint
ventures and underwriting platforms around the world, including DaVinci, Renaissance
Reinsurance, Top Layer Re, Fibonacci Re and Upsilon RFO Re Ltd. in Bermuda, Renaissance
Reinsurance U.S. Inc. in the U.S., and Syndicate 1458 in the United Kingdom. In addition, we
have a presence in Ireland and Singapore and from time to time explore opportunities in
other jurisdictions. We write property and casualty and specialty reinsurance through our
wholly owned operating subsidiaries, joint ventures and Syndicate 1458 and certain
insurance products primarily through Syndicate 1458. Although each underwriting platform
may write any or all of our classes of business, our Bermuda platform has traditionally
written, and continues to write, the preponderance of our property business and our U.S.
- 12 -

platform and Syndicate 1458 write a significant portion of our casualty and specialty
business. Syndicate 1458 provides us with access to Lloyd’s extensive distribution network
and worldwide licenses and also writes business through delegated authority arrangements.
The underwriting results of our operating subsidiaries and underwriting platforms are
included in our Property and Casualty and Specialty segment results as appropriate.
Since a meaningful portion of the reinsurance and insurance we write provides protection
from damages relating to natural and man-made catastrophes, our results depend to a large
extent on the frequency and severity of such catastrophic events, and the coverages we offer
to customers affected by these events. We are exposed to significant losses from these
catastrophic events and other exposures we cover. Accordingly, we expect a significant
degree of volatility in our financial results and our financial results may vary significantly
from quarter-to-quarter and from year-to-year, based on the level of insured catastrophic
losses occurring around the world. We view our increased exposure to casualty and specialty
lines of business as an efficient use of capital given these risks are generally less correlated
with our property lines of business. This has allowed us to bring additional capacity to our
clients, across a wider range of product offerings, while continuing to be good stewards of
our shareholders’ capital. In the future, our casualty and specialty lines of business may
represent a greater proportion of our premiums and claims and claim expenses.
We continually explore appropriate and efficient ways to address the risk needs of our
clients. We have created and managed, and continue to manage, multiple capital vehicles
and may create additional risk bearing vehicles in the future. As our product and
geographical diversity increases, we may be exposed to new risks, uncertainties and sources
of volatility.
Our revenues are principally derived from three sources: (1) net premiums earned from the
reinsurance and insurance policies we sell; (2) net investment income and realized and
unrealized gains from the investment of our capital funds and the investment of the cash we
receive on the policies which we sell; and (3) fees and other income received from our joint
ventures, advisory services and various other items.
Our expenses primarily consist of: (1) net claims and claim expenses incurred on the policies
of reinsurance and insurance we sell; (2) acquisition costs which typically represent a
percentage of the premiums we write; (3) operating expenses which primarily consist of
personnel expenses, rent and other operating expenses; (4) corporate expenses which
include certain executive, legal and consulting expenses, costs for research and
development, transaction and integration-related expenses, and other miscellaneous costs,
including those associated with operating as a publicly traded company; (5) redeemable
noncontrolling interests, which represent the interests of third parties with respect to the
net income of DaVinciRe and RenaissanceRe Medici Fund; and (6) interest and dividend costs
related to our debt and preference shares. We are also subject to taxes in certain
jurisdictions in which we operate. Since the majority of our income is currently earned in
Bermuda, which does not have a corporate income tax, the tax impact to our operations has
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historically been minimal, however, in the future, our net tax exposure may increase as our
operations expand geographically, or as a result of adverse tax developments.
The underwriting results of an insurance or reinsurance company are discussed frequently
by reference to its net claims and claim expense ratio, underwriting expense ratio, and
combined ratio. The net claims and claim expense ratio is calculated by dividing net claims
and claim expenses incurred by net premiums earned. The underwriting expense ratio is
calculated by dividing underwriting expenses (acquisition expenses and operational
expenses) by net premiums earned. The combined ratio is the sum of the net claims and
claim expense ratio and the underwriting expense ratio. A combined ratio below 100%
indicates profitable underwriting prior to the consideration of investment income. A
combined ratio over 100% indicates unprofitable underwriting prior to the consideration of
investment income. We also discuss our net claims and claim expense ratio on a current
accident year basis and a prior accident year’s basis. The current accident year net claims
and claim expense ratio is calculated by taking current accident year net claims and claim
expenses incurred, divided by net premiums earned. The prior accident years net claims and
claim expense ratio is calculated by taking prior accident years net claims and claim expenses
incurred, divided by net premiums earned.

2.2. MATERIAL INCOME AND EXPENSES
The Company’s main revenue source is premiums. In 2016, our Property segment gross
premiums written increased by $39.1 million, and our Casualty and Specialty segment gross
premiums written increased by $324.1 million, versus 2015.
The Company’s major expenses arise from net claims and claim expenses. The Company
generated underwriting income of $385.5 million in 2016, compared to $494.6 million in
2015. The $109.1 million decrease in underwriting income was primarily driven by an
increase in current accident year net claims and claim expenses and an increase in
acquisition expenses. The increase in current accident year net claims and claim expenses
was primarily driven by our Property and Casualty and Specialty segments, while the increase
in acquisition expenses and net premiums earned are principally driven by our Casualty and
Specialty segment.
The Company also generates significant investment income, as discussed in detail in section
2.5.3. below.

2.3. RENAISSANCERE BUSINESS SEGMENT RESULTS
Our reportable segments are defined as follows: (1) Property, which is comprised of
catastrophe and other property reinsurance and insurance written on behalf of our
operating subsidiaries and certain joint ventures managed by our ventures unit, and (2)
Casualty and Specialty, which is comprised of casualty and specialty reinsurance and
insurance written on behalf of our operating subsidiaries and certain joint ventures managed
by our ventures unit. In addition to our two reportable segments, we have an ‘Other’
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category, which primarily includes our strategic investments, investments unit, corporate
expenses, capital servicing costs, noncontrolling interests, certain expenses related to the
acquisition of Platinum and the remnants of our former Bermuda-based insurance
operations.
For the year ended December 31, 2016, our Property and Casualty and Specialty segments
accounted for 46.8% and 53.2%, respectively, of our gross premiums written.
The following table shows our gross premiums written split between our Property, Casualty
and Specialty, and Other segments, respectively:
Year ended December 31,

2016

2015

(in thousands)

Property

$

Casualty and Specialty

1,111,263

$

1,263,313

939,241

—

Other category
$

Total gross premiums written

2,374,576

1,072,159
(90)

$

2,011,310

We write proportional business as well as excess of loss business. In addition, we maintain
delegated authority arrangements through Syndicate 1458, which are included in our
Property and Casualty and Specialty segments, as appropriate. Our relative mix of business
between proportional business and excess of loss business has fluctuated in the past and will
likely vary in the future. In recent periods, due to an increased contribution from our
Casualty and Specialty segment, a relatively larger portion of our gross premiums written
have come from proportional business than in many of our comparative periods.
Proportional and delegated authority business typically have relatively higher premiums per
unit of expected underwriting income, together with a higher acquisition expense ratio and
combined ratio, than traditional excess of loss reinsurance. In addition, these coverages tend
to be exposed to relatively more attritional, and frequent, losses while being subject to less
expected severity.

2.3.1. Property Segment
Our Property segment includes our catastrophe class of business, principally comprised of
excess of loss reinsurance and excess of loss retrocessional reinsurance to insure insurance
and reinsurance companies against natural and man-made catastrophes, and our other
property class of business, primarily comprised of proportional reinsurance, property per
risk, property (re)insurance, binding facilities and regional U.S. multi-line reinsurance. We
write catastrophe reinsurance and insurance coverage protecting against large natural
catastrophes, such as earthquakes, hurricanes and tsunamis, as well as claims arising from
other natural and man-made catastrophes such as winter storms, freezes, floods, fires,
windstorms, tornadoes, explosions and acts of terrorism. We offer this coverage to
insurance companies and other reinsurers primarily on an excess of loss basis. This means
we begin paying when our customers’ claims from a catastrophe exceed a certain retained
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amount. We also offer proportional coverages and other structures on a catastropheexposed basis and may increase these offerings on an absolute or relative basis in the future.
Our excess of loss property contracts generally cover all natural perils, as outlined above.
Our predominant exposure under such coverage is to property damage. However, other
risks, including business interruption and other non-property losses, may also be covered
under our property reinsurance contracts when arising from a covered peril. We offer our
coverages on a worldwide basis. Because of the wide range of possible catastrophic events
to which we are exposed, including the size of such events and the potential for multiple
events to occur in the same time period, our property business is volatile and our financial
condition and results of operations reflect this volatility.
To moderate the volatility of our risk portfolio, we may increase or decrease our presence in
the property business based on market conditions and our assessment of risk-adjusted
pricing adequacy. We frequently purchase reinsurance or other protection for our own
account for a number of reasons, including, to optimize the expected outcome of our
underwriting portfolio, to manage capital requirements for regulated entities and to reduce
the financial impact that a large catastrophe or a series of catastrophes could have on our
results.

2.3.2. Casualty and Specialty Segment
We write casualty and specialty reinsurance and insurance covering primarily targeted
classes of business where we believe we have a sound basis for underwriting and pricing the
risk we assume.
Included in the other category within our Casualty and Specialty segment is accident and
health, agriculture, automobile liability, aviation, casualty clash, workers’ compensation,
cyber, employers’ liability, energy, environmental liability, marine, medical malpractice,
satellite, terrorism and umbrella or excess casualty. Lines of business such as regional multiline and whole account may have characteristics of various other classes of business, and are
allocated accordingly. Principally all of the business is reinsurance, however our book of
direct insurance business has been increasing in recent periods, and may continue to do so.
In recent years, we have expanded our Casualty and Specialty segment operations through
organic growth initiatives and the acquisition of Platinum, and we plan to continue to expand
these operations over time if market conditions are appropriate.
Our Casualty and Specialty segment gross premiums written may be subject to significant
volatility as certain lines of business in this segment can be influenced by a small number of
relatively large transactions. Our team of experienced professionals seeks to underwrite
these lines using a disciplined underwriting approach and sophisticated analytical tools. We
generally target lines of business where we believe we can adequately quantify the risks
assumed and provide coverage where we believe our underwriting is robust and the market
is attractive. We also seek to identify market dislocations and write new lines of business
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whose risk and return characteristics are estimated to exceed our hurdle rates. Furthermore,
we also seek to manage the correlations of this business with our overall portfolio. We
believe that our underwriting and analytical capabilities have positioned us well to manage
our casualty and specialty business.
We offer our casualty and specialty reinsurance products principally on a proportional basis,
and we also provide excess of loss coverage. We expect to grow our proportional coverage
on an absolute or relative basis within this segment in the future. These products frequently
include tailored features such as limits or sub-limits which we believe help us manage our
exposures. Any liability exceeding, or otherwise not subject to, such limits reverts to the
cedant. Our Casualty and Specialty segment frequently provides coverage for relatively large
limits or exposures, and thus we are subject to potential significant claims volatility.
Our Casualty and Specialty segment offers certain casualty insurance products through
Syndicate 1458 including, but not limited to, general liability, medical malpractice and
professional liability. Syndicate 1458 also writes business through delegated authority
arrangements.
As a result of our financial strength, we have the ability to offer significant capacity and, for
select risks, we have made available significant limits. We believe these capabilities, the
strength of our casualty and specialty reinsurance underwriting team, and our demonstrated
ability and willingness to pay valid claims are competitive advantages of our casualty and
specialty reinsurance business. While we believe that these and other initiatives will support
growth in our Casualty and Specialty segment, we intend to continue to apply our disciplined
underwriting approach which, together with current and forecasted market conditions, is
likely to temper such growth in current and near-term periods.

2.3.3. Other
Our Other category primarily includes the results of: (1) our share of strategic investments
in certain markets we believe offer attractive risk-adjusted returns or where we believe our
investment adds value, and where, rather than assuming exclusive management
responsibilities ourselves, we partner with other market participants; (2) our investment unit
which manages and invests the funds generated by our consolidated operations;
(3) corporate expenses, certain expenses related to the acquisition of Platinum, capital
servicing costs and noncontrolling interests; and (4) the remnants of our former Bermudabased insurance operations.

2.4. GEOGRAPHICAL EXPOSURES
Our exposures are generally diversified across geographic zones, but are also a function of
market conditions and opportunities. Our largest exposure has historically been to the U.S.
and Caribbean market, which represented 63.2% of our gross premiums written for the year
ended December 31, 2016. A significant amount of our U.S. and Caribbean premium
provides coverage against windstorms (mainly U.S. Atlantic hurricanes), earthquakes and
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other natural and man-made catastrophes. The following table sets forth the amounts and
percentages of our gross premiums written allocated to the territory of coverage exposure:
Year ended December 31,

2016

2015
Percentage
of Gross
Premiums
Written

Gross
Premiums
Written

Percentage
of Gross
Premiums
Written

Gross
Premiums
Written

(in thousands except percentages)

Property Segment
U.S. and Caribbean

$

Worldwide

743,226

31.3 %

$

671,887

33.4 %

210,168

8.9 %

234,801

11.7 %

Worldwide (excluding U.S.)(1)

55,043

2.3 %

76,370

3.8 %

Japan

44,536

1.9 %

32,830

1.6 %

Europe

37,611

1.6 %

32,973

1.6 %

Australia and New Zealand

13,729

0.6 %

15,869

0.8 %

Other

6,950

0.3 %

7,429

0.4 %

1,111,263

46.9 %

1,072,159

53.3 %

U.S. and Caribbean

757,052

31.9 %

522,778

26.0

Worldwide

471,301

19.8 %

320,452

15.9

13,840

0.6 %

87,597

4.4

5,541

0.2 %

936

—

Total Property Segment
Casualty and Specialty Segment

Worldwide (excluding U.S.)(1)
Europe
Australia and New Zealand
Other
Total Casualty and Specialty
Segment

5,073

0.2 %

1,627

0.1

10,506

0.4 %

5,851

0.3

1,263,313

53.1 %

939,241

46.7

Other category
Total Gross premiums written
(1)

$

-

-%

2,374,576

100 %

$

(90)

-%

2,011,310

100 %

The category “Worldwide (excluding U.S.)” consists of contracts that cover more than one geographic region (other than the
U.S.).

2.5. BERMUDA OPERATING SUBSIDIARY RESULTS
Gross and net premiums written by each of our Bermuda Operating Subsidiaries was as
follows:
2016

Year ended December 31,
(in thousands)
Renaissance Reinsurance and
subsidiaries
RenaissanceRe Specialty U.S. and
subsidiary
DaVinci Reinsurance
Top Layer Re

2015

Gross

Net

Gross

Net

$ 1,665,185

$ 1,022,530

$ 1,371,844

$ 728,499

577,975

275,272

369,863

265,005

274,828
39,667

230,371
21,861

289,262
38,587

246,184
21,173
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2.6. INVESTMENT PERFORMANCE
2.6.1. Composition of Asset Portfolio
2.6.1.1.

RenaissanceRe Group

The majority of our investments consist of highly rated fixed income securities. We also hold
a significant amount of short term investments which are managed as part of our investment
portfolio and have a maturity of one year or less when purchased. In addition, we have an
allocation to other investments including private equity partnerships, catastrophe bonds,
senior secured bank loan funds, and hedge funds, and to certain equity securities. We may
from time to time re-evaluate our investment guidelines and explore investment allocations
to other asset classes. Our investments are subject to market-wide risks and fluctuations, as
well as to risks inherent in particular securities.
The table below shows the invested assets of the RenaissanceRe Group:

At December 31,

2016

(in thousands, except percentages)
U.S. treasuries

$

2015

2,617,894

28.1%

Agencies

90,972

Municipal
Non-U.S. government (Sovereign debt)
Non-U.S. government-backed corporate

$

2,064,944

23.0%

1.0%

137,976

1.5%

519,069

5.6%

583,282

6.5%

333,224

3.6%

334,981

3.7%

133,300

1.4%

138,994

1.5%

1,877,243

20.2%

2,055,323

22.9%

Agency mortgage-backed

462,493

5.0%

504,518

5.6%

Non-agency mortgage-backed

258,944

2.7%

270,763

3.0%

Commercial mortgage-backed

409,747

4.4%

561,496

6.2%

Asset-backed

188,358

2.0%

130,541

1.4%

Total fixed maturity investments, at fair value

6,891,244

74.0%

6,782,818

75.3%

Short term investments, at fair value

1,368,379

14.7%

1,208,401

13.4%

383,313

4.1%

393,877

4.4%

Corporate

Equity investments trading, at fair value
Other investments, at fair value
Total managed investment portfolio
Investments in other ventures, under equity
method
$

Total investments

549,805

5.9%

481,621

5.4%

9,192,741

98.7%

8,866,717

98.5%

124,227

1.3%

132,351

1.5%

9,316,968

100.0%

8,999,068

100.0%

$

At December 31, 2016, we held investments totaling $9.3 billion, compared to $9.0 billion at
December 31, 2015, with net unrealized appreciation included in accumulated other
comprehensive income of $1.1 million at December 31, 2016, compared to $2.1 million at
December 31, 2015. Our investment guidelines stress preservation of capital, market
liquidity, and diversification of risk. Notwithstanding the foregoing, our investments are
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subject to market-wide risks and fluctuations, as well as to risks inherent in particular
securities.
As the reinsurance coverages we sell include substantial protection for damages resulting
from natural and man-made catastrophes, we expect from time to time to become liable for
substantial claim payments at short notice. Accordingly, our investment portfolio as a whole
is structured to seek to preserve capital and provide a high level of liquidity which means
that the large majority of our investment portfolio consists of highly rated fixed income
securities, including U.S. treasuries, agencies, municipals, highly rated sovereign and
supranational securities, high-grade corporate securities and mortgage-backed and assetbacked securities. We also have an allocation to publicly traded equities reflected on our
consolidated balance sheet as equity investments trading and an allocation to other
investments (including catastrophe bonds, private equity partnerships, senior secured bank
loan funds, hedge funds and other investments). At December 31, 2016, our portfolio of
equity investments trading totaled $383.3 million, or 4.1%, of our total investments (2015 $393.9 million or 4.4%) inclusive of our investment in Essent Group Ltd. of $183.4 million
(2015 - $102.1 million) and Trupanion of $42.8 million (2015 - $26.9 million) and our portfolio
of other investments totaled $549.8 million, or 5.9%, of our total investments (2015 - $481.6
million or 5.4%).
The following table summarizes the composition of our investment portfolio, including the
amortized cost and fair value of our investment portfolio and the ratings as assigned by S&P,
or Moody’s and/or other rating agencies when S&P ratings were not available, and the
respective effective yield.
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Credit Rating (1)

December 31, 2016

Amortized
Cost

Fair Value

1,368,379

$ 1,368,379

% of Total
Investment
Portfolio

Weighted
Average
Effective
Yield

AAA

AA

A

NonInvestment
Grade

BBB

Not Rated

(in thousands, except
percentages)
Short term
investments

$

14.7%

0.7%

100.0%

$ 1,353,946
99.0%

$

13,086

$

1.0%

367

$

454

$

249

$

277

—%

—%

—%

—%

Fixed maturity
investments
2,635,282

2,617,894

28.1%

1.4%

—

2,617,894

—

—

—

—

Agencies

91,905

90,972

1.0%

2.0%

—

90,972

—

—

—

—

Municipal

524,559

519,069

5.6%

2.4%

120,851

268,519

89,017

40,682

—

—

Non-U.S.
government
(Sovereign debt)

342,108

333,224

3.6%

1.6%

275,624

31,811

14,303

11,486

—

—

137,024

133,300

1.4%

1.5%

91,918

39,145

951

1,286

—

—

U.S. treasuries

Non-U.S.
government-backed
corporate
Corporate

1,868,125

1,877,243

20.2%

3.7%

45,861

151,147

523,273

492,092

639,363

25,507

Agency mortgagebacked

471,235

462,493

5.0%

2.9%

—

462,493

—

—

—

—

Non-agency
mortgage-backed

252,829

258,944

2.7%

4.9%

10,501

20,052

6,768

19,294

198,105

4,224

Commercial
mortgage-backed

409,682

409,747

4.4%

2.6%

330,801

68,959

7,155

2,832

—

—

187,941

188,358

2.0%

2.3%

168,182

17,493

2,683

—

—

—

6,920,690

6,891,244

74.0%

2.4%

1,043,738

3,768,485

644,150

567,672

837,468

29,731

Asset-backed
Total fixed maturity
investments

100.0%
Equity investments
trading

383,313

4.1%

100.0%

15.2%

54.7%

9.3%

8.2%

12.2%

—

—

—

—

—

—%

—%

—%

—%

—%

0.4%
383,313
100.0%

Other investments
Catastrophe bonds
Private equity
partnerships
Senior secured bank
loan funds

335,209

3.6%

—

—

—

—

335,209

—

191,061

2.1%

—

—

—

—

—

191,061

22,040

0.2%

—

—

—

—

—

22,040

1,495

—%

—

—

—

—

—

1,495

549,805

5.9%

—

—

—

—

335,209

214,596

—%

—%

—%

—%

—

—

—

—

—

—%

—%

—%

—%

—%

Hedge funds
Total other
investments

100.0%
Investments in
other ventures

124,227

1.3%

100.0%
Total investment
portfolio

$ 9,316,968

100.0%

$ 2,397,684

100.0%

(1)

25.7%

$ 3,781,571
40.6%

$

644,517
6.9%

$

568,126
6.1%

61.0%

$

1,172,926
12.6%

39.0%
124,227
100.0%
$

752,144
8.1%

The credit ratings included in this table are those assigned by S&P. When ratings provided by S&P were not available, ratings from other
nationally recognized rating agencies were used. We have grouped short term investments with an A-1+ and A-1 short term issue credit
rating as AAA, short term investments with A-2 short term issue credit rating as AA and short term investments with an A-3 short term
issue credit rating as A.

- 21 -

2.6.1.2.

Bermuda Operating Subsidiaries

The following table summarizes the fair value of investments at the individual Bermuda
insurer level:
At December 31, 2016
(in thousands of USD)

U.S. Treasuries
Agencies
Municipal
Non-U.S. government
(sovereign debt)
Non U.S. government
backed corporate
Corporate
Agency mortgage-backed
Non-agency mortgagebacked
Commercial mortgagebacked
Asset backed securities
Total fixed maturity
investments
Short term investments
Other investments
Equity investments
Investments in affiliates
(equity method)
Total investments

Renaissance
Reinsurance
and
subsidiaries

RenaissanceRe
Specialty U.S.
and subsidiary

DaVinci

$ 1,291,287

$

635,974

$

Top Layer Re

335,538

$ 53,650
2,558

31,746

9,123

45,448

-

7,881

505,072

234,585

3,339

40,601

3,984

80,943

7,687

1,477

1,871

290,219

565,529

213,289

33,727

37,197

196,229

63,279

5,905

252,786

4,817

67,139

77,103

114,556

7,100

1,125

60,694

90,952

9,375

2,287,027

1,568,376

1,410,212

118,591

335,291

200,396

85,615

2,433

42,163

-

-

-

-

79

-

-

981,077

-

-

-

$ 3,645,558

$ 1,768,851

$ 1,495,827

$ 121,024
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421

At December 31, 2016
(in thousands of USD)

Renaissance
Reinsurance
and
subsidiaries

DaVinci

U.S. Treasuries

$

$

Agencies
Municipal
Non-U.S. government
(sovereign debt)
Non U.S. government
backed corporate
Corporate
Agency mortgage-backed
Non-agency mortgagebacked
Commercial mortgagebacked
Asset backed securities
Total fixed maturity
investments
Short term investments
Other investments
Equity investments
Investments in affiliates
(equity method)
Total investments

$

1,118,134

RenaissanceRe
Specialty U.S.
and subsidiary

407,524

$

Top Layer Re

336,427

$

18,777

21,486

48,131

63,006

406

500

9,792

558,992

-

283,470

22,391

21,865

2,021

104,606

19,500

783

747

738,864

654,643

279,777

22,489

58,936

181,905

82,826

6,771

263,786

3,590

-

722

95,679

101,469

139,512

8,187

25,993

48,973

25,747

2,394

2,711,454

1,497,918

1,508,935

62,514

253,646

246,802

128,588

1,413

55,371

-

-

-

-

-

-

-

985,217

-

-

-

4,005,688

$ 1,744,720

$ 1,637,523

$

63,927

*Included in the investment balances for Renaissance Reinsurance and subsidiaries as at December 31, 2015 are
fixed maturity investments available for sale of $17.8 million. The Company did not have any fixed maturity
investments available for sale at December 31, 2016.

2.6.2. Overall Performance
Year ended December 31,
(in thousands)

2016

Net investment income

$

Net realized and unrealized gains (losses) on investments
Change in net unrealized gains on fixed maturity
investments available for sale
Total investment result

$

181,726

2015
$

141,328

(68,918)

(1,870)

(1,243)

321,184

$

Our total investment result of $321.2 million in 2016, which includes the sum of net
investment income, net realized and unrealized gains (losses) on investments, and the
change in net unrealized gains on fixed maturity investments available for sale, increased
$238.8 million, from $82.4 million, in 2015. Impacting the total investment result in 2016
were: (i) net unrealized gains in our portfolio of fixed maturity investments trading,
principally the result of significant credit spread tightening in 2016, compared to marginal
credit spread widening during 2015; (ii) net investment income in our portfolio of fixed
maturity investments, driven by an increase in average invested assets; and (iii) net realized
and unrealized gains on equity investments trading as a result of the strong performance of
- 23 -

152,567

82,406

a number of our equity positions during the year. Partially offsetting these items were net
realized and unrealized losses on certain investment-related derivatives due to changes in
the yield curve that occurred during the year.

2.6.3. Net Investment Income
2.6.3.1.

RenaissanceRe Group

The components of net investment income were as follows:
Year ended December 31,

2016

2015

(in thousands)
Fixed maturity investments

$

160,661

$

134,800

Short term investment

5,127

1,227

Equity investments

4,235

8,346

6,155

9,455

20,181

12,472

788

467

Other investments
Private Equity investments
Other
Cash and cash equivalents
Investment expenses
$

Net investment income

197,147

166,767

(15,421)

(14,200)

181,726

$

Net investment income was $181.7 million in 2016, compared to $152.6 million in 2015, an
increase of $29.2 million. Impacting our net investment income for 2016 was higher net
investment income in our portfolio of fixed maturity investments primarily driven by higher
average invested assets and improved returns in our portfolio of other investments
principally driven by our catastrophe bond portfolio, partially offset by a decrease in
dividend income from our equity investment portfolio, due to lower average invested assets.
Low interest rates in recent years have lowered the yields at which we invest our assets
relative to historical levels, and combined with the current composition of our investment
portfolio and other factors, we expect these developments to constrain investment income
growth for the near term. Our private equity and other investment portfolios are accounted
for at fair value with the change in fair value recorded in net investment income, which
included net unrealized gains of $11.5 million and $10.4 million in 2016 and 2015.
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152,567

2.6.3.2.

Bermuda Operating Subsidiaries

The components of net investment income at the individual Bermuda insurer level were as
follows:
Year ended
December 31, 2016

(in thousands)
Fixed maturity
investments
Short term investment

Renaissance
Reinsurance
and
subsidiaries
$

RenaissanceRe
Specialty U.S.
and subsidiary

DaVinci

53,901

$

30,911

$

Top Layer
Re

27,123

$

1,241

1,774

1,101

451

4

Equity investments

-

-

-

-

Other investments
Cash and cash
equivalents

2,074

-

-

-

713

-

55

-

58,462

32,012

27,629

1,245

(6,886)

(3,171)

(2,400)

(140)

Investment expenses
Net investment
income

Year ended
December 31, 2015

(in thousands)
Fixed maturity
investments
Short term investment

$

51,576

Renaissance
Reinsurance
and
subsidiaries

28,841

$

25,229

RenaissanceRe
Specialty U.S.

DaVinci

$

1,105

Top Layer
Re

63,655

30,321

20,331

737

330

320

177

1

Equity investments

216

-

-

-

Other investments
Cash and cash
equivalents

1,827

-

-

-

442

-

11

-

66,470

30,641

20,519

738

(7,260)

(3,202)

(1,825)

(106)

Investment expenses
Net investment
income

$

$

$

59,210
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$

27,439

$

18,694

$

632

3. GOVERNANCE, RISK AND COMPLIANCE STRUCTURE
3.1. BOARD AND SENIOR MANAGEMENT
The Company’s Board of Directors (the “Board”) and management have a strong
commitment to effective corporate governance. We believe we have a comprehensive
corporate governance framework for our operations, the key components of which are set
forth in the following documents:






our Bye-laws (the “Bye-laws”);
our Guidelines on Significant Corporate Governance Issues (the “Corporate Governance
Guidelines”);
our Code of Ethics and Conduct (the “Code of Ethics”);
our Audit Committee Charter (the “Audit Committee Charter”); and
our Compensation and Corporate Governance Committee Charter (the “Compensation
Committee Charter”).

A copy of each of these documents is published on our website at www.renre.com under
“Investor Information—Corporate Governance,” except our Bye-laws, which are filed with
the Securities and Exchange Commission (“SEC”) and can be found on the SEC website at
www.sec.gov.

3.1.1. Structure of the Board
3.1.1.1.

RenaissanceRe Holdings Ltd. Board

Appendix Two sets forth the current Board of RenaissanceRe. The Board of RenaissanceRe
is responsible for overseeing the Group’s risk management and internal control systems.
Generally, the Board delegates its risk management responsibilities to its committees as set
forth in the committee charters and described within the Company’s Proxy Statement for
our 2017 Annual General Meeting of Shareholders filed with the SEC on March 31, 2017 (the
“Proxy Statement”). The Board maintains five standing committees: the Audit Committee,
the Compensation and Corporate Governance Committee (the “Compensation
Committee”), the Investment and Risk Management Committee (“IRMC”), the Transaction
Committee and the Offerings Committee. The current membership of each Board
Committee is shown in the table below:
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David C. Bushnell
James L. Gibbons
Brian G.J. Gray
Jean D. Hamilton
Duncan P. Hennes
Henry Klehm III
Kevin J. O’Donnell
Valerie Rahmani
Carol P. Sanders
Anthony M. Santomero
Edward J. Zore

3.1.1.2.

Audit
Committee
Chair

Compensation
and Corporate
Governance
Committee

Investment
and Risk
Management
Committee

X
X
X
Chair

Transaction
Committee

Offerings
Committee

X
X
X

X
X
X

Chair

Chair

X
X
Chair
X

Subsidiary-level Boards

RenaissanceRe’s subsidiaries and joint ventures generally operate pursuant to
RenaissanceRe Group policies, procedures and activities for risk management. The directors
of Renaissance Reinsurance and RenaissanceRe Specialty U.S., and certain directors of
DaVinci and Top Layer Re are senior officers of the RenaissanceRe Group. As such, the strong
commitment to effective corporate governance within RenaissanceRe is implemented
across all Group entities. See Appendix Two for details of our Bermuda Operating Subsidiary
Board membership.

3.1.2. RenaissanceRe Executive Officers
RenaissanceRe’s executive officers provide functional oversight of our business units and
have primary responsibility for setting Company policy and decision-making authority. Our
executive officers, as defined in the Securities Exchange Act of 1934, as amended (the
“Exchange Act”), include our Chief Executive Officer, Chief Financial Officer, Group Chief
Underwriting Officer, Group Chief Risk Officer, and Group General Counsel, each of whom is
also a named executive officer for purposes of our proxy statement, and our Chief
Accounting Officer.

3.1.3. Segregation of responsibilities
The Board of RenaissanceRe is responsible for overseeing enterprise-wide risk management
and is actively involved in the monitoring of risks that could affect us. The members of the
Board have regular, direct access to the senior executives and other officers responsible for
coordinating enterprise-wide risk management, including our Chief Financial Officer, Group
Chief Risk Officer, and Group General Counsel and Chief Compliance Officer, each of whom
reports directly to our Chief Executive Officer, as well as other senior personnel such as our
Chief Accounting Officer, Corporate Controller, and the Head of Internal Audit.
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As noted in section 3.1.1., generally, the Board delegates its risk management
responsibilities to its committees as set forth in the committee charters. Responsibilities of
those committees are summarized below:

3.1.3.1.

Audit Committee

The Audit Committee’s primary purposes are to assist the Board with the oversight of: (i) the
integrity, quality and accuracy of our financial statements, including internal controls; (ii) our
compliance with legal and regulatory requirements; (iii) our independent auditor’s
qualifications, independence and performance; and (iv) the performance of our internal
audit function. The Audit Committee’s responsibilities and duties are described in its charter.

3.1.3.2.

Compensation and Corporate Governance Committee

The Compensation Committee’s primary purposes are to assist the Board in carrying out its
responsibilities with respect to: (i) Board and key executive compensation; (ii) Board
nomination and evaluation matters; and (iii) corporate governance matters. The
Compensation and Corporate Governance Committee’s responsibilities and duties are
described in its charter.

3.1.3.3.

Investment and Risk Management Committee

The IRMC’s primary purpose is to assist the Board with oversight of our investment activities
and financial risk management. The IRMC’s responsibilities and duties are described in its
charter.

3.1.3.4.

Transaction Committee

The Transaction Committee has the authority of the Board to consider and approve, on
behalf of the full Board, certain strategic investments and other possible transactions.

3.1.3.5.

Offerings Committee

The Offerings Committee has the authority to consider and approve, on behalf of the full
Board, transactions pursuant to our shelf registration program, including setting the terms,
amount and price of any such offering.

3.1.4. Remuneration Policy
RenaissanceRe’s Compensation Committee reviews our compensation programs for
consistency with our risk management practices and to assist us in ensuring that our
programs align our executives and employees with the long-term interests of shareholders
in light of the market cycles and earnings volatility that characterizes our industry. Our Chief
Executive Officer, Chief Financial Officer, Group General Counsel and other key members of
our human resources function each help support the Compensation Committee’s process
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and regularly attend and participate in portions of the Compensation Committee’s meetings.
Our Chief Executive Officer provides the Compensation Committee with strategic context
regarding our products, underwriting and operational risks, strategy and performance, and
shareholder value creation over time. He also advises the Compensation Committee on
matters such as the alignment of our incentive plan performance measures with our overall
strategy and the impact of the design of our equity incentive awards on our ability to attract,
motivate and retain highly talented executive officers and employees. The Chief Executive
Officer also makes recommendations to the Compensation Committee regarding the
compensation of key executive officers who report to him, including our named executive
officers, and reports to the Compensation Committee regarding his evaluation of the
performance of our named executive officers (other than the Chief Executive Officer). Our
Chief Financial Officer provides the Compensation Committee with internal and external
analyses regarding the structure and competitiveness of our compensation programs and
the details of the design and operation of our various compensation and incentive plans, and
provides the Compensation Committee with detailed reviews of the estimated and actual
results for the performance measures impacting estimated and actual payments to the
executive officers and employees. Our Group General Counsel provides input on the Board’s
and the Compensation Committee’s governance and legal obligations and analyses of
developments relating to the legal and regulatory environment applicable to us.
The key principles of our executive compensation philosophy include:


Requiring our named executive officers to own a significant number of our shares and
forbidding pledging, hedging and similar transactions in our shares;



Making a meaningful portion of named executive officer compensation pay “at-risk”
through performance-based annual incentive bonuses and long-term equity based
incentive awards; and



Rewarding our named executive officers based primarily on our overall performance,
rather than the performance of individual business units or functions.

For detailed information regarding our executive compensation programs, see our Proxy
Statement which is available on our website www.renre.com.
Our remuneration structure also aligns our non-executive employees with the long-term
interests of our shareholders. The compensation of most of our non-executive employees
includes both fixed and variable compensation components, consisting of a fixed base salary,
a variable merit-based discretionary bonus (the amount of which is determined using the
same performance metrics as those used for our executive officers), and, for some
employees, long-term equity-based incentive awards. The combination of compensation
components is designed to attract, retain and motivate employees, while the long-term
remuneration component aligns the interests of employees with those of the shareholders.
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3.1.5. Executive pensions and retirement schemes
Our executive officers do not participate in any retirement programs that are not generally
available to our employees.

3.1.6. Material Transactions with related parties
We have adopted a written policy with respect to the review, approval, and ratification of
transactions with related persons. The policy covers, among other things, transactions
between us and any of our executive officers, directors, nominees for director, any of their
immediate family members or any other related persons as defined in Item 404 of Regulation
S-K. Each transaction covered by this policy is reviewed to determine whether the
transaction is in the best interests of the Company and our shareholders. These transactions
are disclosed in detail in the section "Certain Relationships and Related Transactions" in our
Proxy Statement, which is available on our website www.renre.com (Investor Relations –
SEC Filings).

3.2. FITNESS AND PROPRIETY
3.2.1. Fit and Proper Process
3.2.1.1.

Board

The Compensation Committee’s responsibilities, as more fully described in its charter which
is available on our website at www.renre.com (Investor Information – Corporate
Governance), include being primarily responsible for overseeing and supervising the
nominating process for prospective members of the Board, developing our corporate
governance principles, overseeing the Board’s overall effectiveness reviews, review of
individual director performance and similar matters, and overseeing the establishment of
criteria for the directors and policies regarding the structure of the Board and its
committees, including:


Establishing the criteria and procedures for the identification, selection and
recommendation of new directors;



Leading the director selection process, including retaining a search firm, if desired,
developing a list of potential candidates, evaluating candidates and recommending
nominees to the Board;



Reviewing the skills and competencies the Board needs;



Reviewing the performance of directors and recommending directors to the Board for
re-election;



Reviewing and recommending changes to committee chairpersons, composition and
functions and reviewing committee self-evaluations;



Evaluating the overall effectiveness of the Board, including compliance with legal and
regulatory requirements such as the independence requirements of the New York Stock
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Exchange (“NYSE”) and qualifications of the Audit Committee members, and
recommending any changes in the Board’s practices or personnel;


Overseeing the new director orientation process and director continuing education
policies;



Reviewing any properly submitted shareholder proposals; and



Developing, overseeing compliance with and recommending changes to our Corporate
Governance Guidelines.
The Compensation Committee is responsible for reviewing with the Board, on a reasonably
regular basis, the appropriate skills and characteristics required of Board members in the
context of the current make-up of the Board. This assessment includes issues such as
experience, age and skills, all in the context of an assessment of the perceived needs of the
Board at that point in time.
The Compensation Committee is responsible for identifying and recommending to the Board
qualified candidates for nomination to the Board. It regularly assesses the appropriate size
and composition of the Board and whether any vacancies are expected due to retirement or
other reasons. Candidates may come to the attention of the Compensation Committee
through our current Board members or executive officers, professional search firms,
shareholders, or other persons. From time to time, the Compensation Committee engages
executive recruiters to identify potential nominees to the Board and to provide related
services such as background checks and other due diligence.
The Compensation Committee will also review the performance of individual Board
members, which may consist of surveys and self-evaluations. These assessments should
typically be made in connection with the review of a director’s proposed nomination for a
subsequent term. Results of these assessments will be discussed by the Compensation
Committee with the individual director and, as appropriate in the judgement of the
Compensation Committee, with the full Board.
The NYSE listing standards require that a majority of our directors be independent. For a
director to be considered independent, the Board must determine that the director does not
have any direct or indirect material relationship with us either directly or as a partner,
shareholder or officer of an organization that has a relationship with us. Our Corporate
Governance Guidelines provide that a majority of our directors will meet the NYSE’s
independence criteria and set forth additional parameters that the Board uses to determine
director independence, which we believe are more stringent than the independence
requirements in the NYSE listing standards. In addition, the Board considers all relevant facts
and circumstances known or reported to it in making independence determinations.
The Compensation Committee has reviewed the independence of each of our current
directors and affirmatively determined that each of our directors other than Mr. O’Donnell
is independent. Mr. O’Donnell is not independent because of his employment as our
President and Chief Executive Officer.
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3.2.1.2.

Senior Management

The Company’s standard recruitment, promotion and on-going performance management
processes align with seeking to ensure senior management is fit and proper. During
recruiting, candidates are thoroughly vetted via a robust interview process to ensure they
possess the integrity, skills, experience, qualifications and abilities required to perform the
role to a high standard. In addition, extensive background checks are carried out to ensure
candidates meet the Company’s expectations regarding integrity and compliance.
Subsequent to hiring, senior management are regularly assessed against established
performance objectives on an annual basis at a minimum, via the Company’s standard
performance management process which reflect integrity, competency and ability, to ensure
they remain fit and proper. Our Corporate Governance Guidelines and Compensation
Committee Charter set forth the requirements as to the Compensation Committee’s
responsibility regarding evaluation of the Chief Executive Officer’s performance,
management succession planning and establishing compensation and benefit programs for
key executive officers.

3.2.2. Skills and Expertise
3.2.2.1.

Board

As discussed in our Corporate Governance, we do not set specific criteria for directors but
believe that candidates should show evidence of leadership in their particular field and have
broad experience and the ability to exercise sound business judgment. The Board considers
the diversity, skills, and experience of candidates in the context of the needs of the Board as
a whole. In selecting directors, the Board generally seeks a combination of qualities and
experience that will contribute to the exercise of the duties of the Board, including active or
former chief executive or senior officers of major complex businesses, leading academics
and entrepreneurs.
Our Compensation Committee takes a holistic approach to identifying and considering
potential director nominees and evaluating the current composition of our Board, focusing
on the composition and competencies of our Board as a whole, how the traits possessed by
individual director nominees complement one another, the ability of the current and
proposed members to operate collegially and effectively, and the intersection of these
factors with our current strategy, operational plans and oversight requirements.
Accordingly, when evaluating individual director nominees the Compensation Committee
considers, among others, the following factors:


the personal and professional ethics, integrity and values of the candidate;



the independence of the candidate under legal, regulatory and other applicable
standards, including the ability of the candidate to represent all of our shareholders
without any conflicting relationship with any particular constituency;
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the business acumen, leadership qualities and record of accomplishment of the
candidate;



the professional experience and industry expertise of the candidate and whether this
will add to or complement that of the existing Board, in light of our evolving strategic
and operational plans over time;



the compatibility of the candidate with the existing Board;



the ability and willingness of the candidate to devote sufficient time to carrying out
Board duties and responsibilities fully and effectively, in particular in light of our
Bermuda location;



the commitment of the candidate to serve on our Board for a potentially extended
period of time, given the benefits our Board ascribes to continuity and a breadth of
experience with our strategies and risk management processes, and with a view toward
effective oversight of management’s efforts to attempt to ensure the safety and
soundness of our Company in light of the market cycles and earnings volatility that
characterize our industry, as well as other matters;



maintaining a diversity of skills, experience, and viewpoints represented on the Board as
a whole; and



other attributes of the candidate, our business and strategic conditions and external
factors that the Compensation Committee deems appropriate.
The expertise of the current members of our Board follows:

David C. Bushnell
Age: 62
Director Since: 2008
Chair of the Audit
Committee

Mr. Bushnell has served as the principal of Bushnell Consulting, a financial services
consulting firm, since 2008. Mr. Bushnell retired from Citigroup Inc. (“Citigroup”) in
2007, after 22 years of service. Mr. Bushnell served as the Senior Risk Officer of
Citigroup from 2003 through
2007 and retired as Chief Administrative Officer in 2007. Following his retirement from
Citigroup, Mr. Bushnell served as a consultant to Citigroup until December 31, 2008.
Previously, Mr. Bushnell worked for Salomon Smith Barney Inc. (later acquired by
Citigroup) and its predecessors in a variety of positions, including as a managing
director and Chief Risk Officer. Mr. Bushnell served on the Board of Directors and as
Chief Risk Officer of Cordia Bancorp Inc. (“Cordia”), a public bank holding company, and
its wholly owned subsidiary, Bank of Virginia, from 2011 until Cordia was acquired in
September 2016.

James L. Gibbons
Age: 53
Director Since: 2008
Non-Executive Chair of the
Board
Member of the Transaction
and Offerings
Committees

Mr. Gibbons is Chairman of Harbour International Trust Company Limited and the
Treasurer of Edmund Gibbons Limited. Mr. Gibbons also serves as a Senior Adviser and
Director of Clarien Group Limited (“Clarien”), an international financial company, as
well as President of Bermuda Air Conditioning Limited. Mr. Gibbons served as a
member of the Board of Directors of Nordic American Tankers Limited, a publicly held
company, from June 2013 to June 2016. From 1999 to 2013, Mr. Gibbons, a Bermudian
citizen, served as Chair of Capital G Bank Limited, a majority of the equity of which was
acquired by Clarien, and from 1999 to 2010, he served as President and Chief Executive
Officer of CAPITAL G Limited.

Jean D. Hamilton
Age: 70
Director Since: 2005
Member of the
Compensation and
Corporate Governance,
Transaction and Offerings
Committees

Ms. Hamilton is an independent consultant and private investor and a Member of Brock
Capital Group LLC. Previously, she held various positions with Prudential Financial, Inc.,
including Executive Vice President, and was Chief Executive Officer of Prudential
Institutional from 1998 through 2002. Prior to joining Prudential, she held several
positions with The First National Bank of Chicago, including Senior Vice President and
Head of the Northeastern Corporate Banking Department. She is currently a Trustee, a
member of the Audit Committee and Deferred Compensation Committee, and Chair of
the Board Valuation Committee, of First Eagle Funds and First Eagle Variable Funds.

- 33 -

Anthony M. Santomero
Age: 70
Director Since: 2008
Chair of the Investment
and Risk Management
Committee

Mr. Santomero served as Senior Advisor at McKinsey & Company from 2006 to 2008.
From 2000 to 2006, Mr. Santomero was President and Chief Executive Officer of the
Federal Reserve Bank of Philadelphia. Prior to joining the Federal Reserve, Mr.
Santomero was the Richard K. Mellon Professor of Finance at the University of
Pennsylvania’s Wharton School and held various positions there, including Director of
the Financial Institutions Center and Deputy Dean. Mr. Santomero serves on the Boards
of Directors of Penn Mutual Life Insurance Company, Citigroup, Citibank, N.A. and
Columbia Funds. Mr. Santomero currently serves as the Chair of the Risk Management
Committee and a member of the Audit Committee and Executive Committee of
Citigroup and Chairman of the Board of Directors of Citibank, N.A. In addition, Mr.
Santomero served on the Board of Directors of B of A Fund Series Trust from 2008 until
2011.

Brian G. J. Gray
Age: 54
Director Since: 2013
Member of the Investment
and Risk
Management, Transaction
and Offerings
Committees
Duncan P. Hennes
Age: 61
Director Since: 2017
Member of the
Compensation and
Corporate Governance
Committee

From 2008 until his retirement in 2012, Mr. Gray served as Group Chief Underwriting
Officer of Swiss Reinsurance Company Ltd. (“Swiss Re”) and was a member of Swiss Re’s
Group Executive Committee. From 2005 through 2008, he was a member of the Group
Executive Board, responsible for underwriting Property and Specialty Product Lines on a
global basis for Swiss Re. Mr. Gray joined Swiss Re in Canada in 1985, and served in a
variety of roles, including President and Chief Executive Officer of Swiss Re Canada from
2001 to 2005 and Senior Vice President of Swiss Re Canada from 1997 to 2001.

Kevin J. O’Donnell
Age: 50
Director Since: 2013
Chair of the Transaction
and Offerings
Committees

Mr. O’Donnell has served as our Chief Executive Officer since July 2013 and as our
President since November 2012. Mr. O’Donnell previously served in a number of roles
since joining the Company in 1996, including Global Chief Underwriting Officer,
Executive Vice President, Senior Vice President, Vice President, and Assistant Vice
President. Mr. O’Donnell also serves as the Chair of the Association of Bermuda Insurers
and Reinsurers and the Vice-Chair of the Global Reinsurance Forum.

Henry Klehm III
Age: 58
Director Since: 2006
Chair of the Compensation
and Corporate Governance
Committee

Mr. Klehm has been a partner at the law firm Jones Day since 2008 and has been the
Practice Leader of the firm’s Securities Litigation and SEC Enforcement Practice since
January 2017. From 2002 to 2007, Mr. Klehm served as Global Head of Compliance for
Deutsche Bank, AG. Prior to joining Deutsche Bank, AG, Mr. Klehm served as Chief
Regulatory Officer and Deputy General Counsel at Prudential Financial from 1999 to
2002. Prior to joining Prudential, Mr. Klehm served in various positions with the SEC,
including as Senior Associate Director of the Northeast Regional Office.

Valerie Rahmani
Age: 59
Director Since: 2017
Member of the Audit
Committee

Dr. Valerie Rahmani has served as a director of RenaissanceRe Holdings Ltd. since
August 2017. Dr. Rahmani is a Class III director. Dr. Rahmani has more than 30 years of
experience in the technology industry, including more than 25 years at IBM serving in
roles of increasing seniority across multiple global business segments. Subsequent to
her tenure at IBM, Dr. Rahmani was Chief Executive Officer at Damballa, an Internet
security software company, from 2009 to 2012. Since 2015, she has served on the
board of Computer Task Group, Incorporated (NASDAQ: CTG), an information
technology solutions and software company, where she currently chairs the
Compensation Committee and serves on the Audit Committee and the Nominating and
Corporate Governance Committee. Dr. Rahmani also served on the board of Aberdeen
Asset Management PLC, a UK-based Financial Times Stock Exchange 250 global
investment management group.

Carol P. Sanders
Age: 50
Director Since: 2016
Member of the Audit
Committee

Ms. Sanders has served as the President of Carol P. Sanders Consulting, LLC, providing
consulting services to the insurance and technology industries, since June 2015. From
June 2013 until June 2015, she served as Executive Vice President, Chief Financial
Officer and Treasurer of Sentry Insurance a Mutual Company. Previously she served as
the Executive Vice President and Chief Operating Officer of Jewelers Mutual Insurance

Mr. Hennes co-founded Atrevida Partners, LLC in 2007. His previous experience includes
a number of senior executive positions at Bankers Trust Company, including Executive
Vice President in charge of Trading, Sales and Derivatives, and as the Chairman of the
Board of Oversight Partners I, the consortium that took control of Long Term Capital
Management. Following his time at Bankers Trust, he went on to become the Chief
Executive Officer at Soros Fund Management. Mr. Hennes has served on the board of
Citigroup (NYSE: C) since 2013, where he currently chairs the Personnel and
Compensation Committee and serves on the Executive Committee and the Risk
Management Committee.
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Company from November 2012 until June 2013, where she also served as Senior Vice
President, Chief Financial Officer and Treasurer from May 2011 until November 2012
and as Chief Financial Officer and Treasurer from 2004 until May 2011, after holding a
series of positions of increasing responsibility in finance, accounting, treasury and tax.
Ms. Sanders has served on the Board of Directors of Alliant Energy Corporation, a
publicly traded public utility holding company, since 2005, where she currently chairs
the Compensation and Personnel Committee and serves as a member of the
Nominating and Governance Committee and the Executive Committee. In 2016, she
joined the Board of Directors of First Business Financial Services, Inc., a publicly traded
registered bank holding company, where she is a member of the Audit Committee.
Edward J. Zore
Age: 70
Director Since: 2010
Member of the Investment
and Risk
Management Committee

3.2.2.2.

Mr. Zore served in a variety of capacities at The Northwestern Mutual Life Insurance
Company (“Northwestern Mutual”), principally as Chairman (2009 to 2010), as Chief
Executive Officer (2001 to 2010), and as President (2000 to 2009). He served on the
Northwestern Mutual Board of Trustees from 2000 until May 2016. Mr. Zore began his
career with the Northwestern Mutual investment department, and also served as the
company’s Executive Vice President, Chief Financial Officer and Chief Investment
Officer, and as a director of Northwestern Mutual Series Fund, Inc. He is the Lead
Director of the Board of Directors of ManpowerGroup Inc., a publicly traded
multinational human resource consulting firm, and is the Chair of its Executive
Compensation and Human Resources Committee.
Previously, Mr. Zore served as Chairman of the Board of Mason Street Funds, Inc. from
2000 to 2007.

Executive Officers

The expertise of our current executive officers, as defined in the Exchange Act, follows:
Kevin J. O’Donnell
Age: 50
President and Chief
Executive Officer

Mr. O’Donnell has served as our Chief Executive Officer since July 2013 and as our
President since November 2012. Mr. O’Donnell previously served in a number of roles
since joining the Company in 1996, including Global Chief Underwriting Officer,
Executive Vice President, Senior Vice President, Vice President, and Assistant Vice
President. Mr. O’Donnell also serves as the Chair of the Association of Bermuda
Insurers and Reinsurers and the Vice-Chair of the Global Reinsurance Forum.

Robert Qutub
Age: 55
Executive Vice President and
Chief Financial Officer

Mr. Qutub has served as our Executive Vice President and Chief Financial Officer since
August 2016. Prior to joining RenaissanceRe, Mr. Qutub served as Chief Financial
Officer and Treasurer for MSCI Inc., a leading provider of portfolio construction and
risk management tools and services for global investors, from July 2012 to May 2016.
Prior to MSCI Inc., Mr. Qutub was with Bank of America from November 1994 to June
2012, where he held several segment Chief Financial Officer roles. He has served on
the Board of Directors of USAA Federal Savings Bank since June 2014 and also served
in the United States Marine Corps.

Ross A. Curtis
Age: 44
Senior Vice President and
Group Chief Underwriting
Officer

Mr. Curtis has served as our Senior Vice President and Group Chief Underwriting
Officer since July 2014. Mr. Curtis has served in a number of roles since joining the
Company in 1999 as a Catastrophe Reinsurance Analyst, including Chief Underwriting
Officer of European Operations based in London, England from 2010 to 2014 and
Senior Vice President of Renaissance Reinsurance Ltd. in Bermuda, primarily
responsible for underwriting the international and retrocessional property catastrophe
portfolios and assisting in the development of our specialty reinsurance lines, from
2006 to 2010.

Ian D. Branagan
Age: 49
Senior Vice President and
Group Chief Risk Officer

Mr. Branagan has served as our Senior Vice President and Group Chief Risk Officer
since 2009 and as the Head of Group Risk Modeling since 2005. Mr. Branagan joined
the Company in 1998 to open our Dublin office, later relocating to Bermuda with
additional responsibilities for underwriting risk and modeling across our (re)insurance
operations. Mr. Branagan subsequently assumed the responsibility of managing risk
globally and, in 2013, relocated to our London office. Prior to joining the Company,
Mr. Branagan led the international activities of Applied Insurance Research Inc.
(“AIR”), which included the development and marketing of AIR’s catastrophe models
and tools.
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Stephen H. Weinstein
Age: 48
Senior Vice President, Group
General Counsel, Corporate
Secretary and Chief
Compliance Officer
James C. Fraser
Age: 41
Senior Vice President and
Chief Accounting Officer

Mr. Weinstein has served as our Group General Counsel and Corporate Secretary since
joining the Company in 2002, as Chief Compliance Officer since 2004 and Senior Vice
President since 2005. From 2002, Mr. Weinstein also served as a Vice President. Prior
to joining RenaissanceRe, Mr. Weinstein specialized in corporate law as an attorney at
Willkie Farr & Gallagher LLP.
Mr. Fraser has served as our Senior Vice President and Chief Accounting Officer since
December 2016. He joined RenaissanceRe in 2009, and served as our Vice President
and Head of Internal Audit from 2011 through 2016. Prior to joining the Company,
Mr. Fraser worked in finance and risk management positions at XL Capital and
Deloitte. Mr. Fraser is a Chartered Professional Accountant and a Certified Internal
Auditor.

3.3. RISK MANAGEMENT AND SOLVENCY SELF-ASSESSMENT
3.3.1. Risk management framework
We believe that high-quality and effective Enterprise Risk Management (“ERM”) is best
achieved when it is a shared cultural value throughout the organization and consider ERM
to be a key process which is the responsibility of every individual within the Company. We
have developed and utilize tools and processes we believe support a culture of risk
management and create a robust framework of ERM within our organization. We believe
that our ERM processes and practices help us to identify potential events that may affect us,
quantify, evaluate and manage the risks to which we are exposed, and provide reasonable
assurance regarding the achievement of our objectives. We believe that effective ERM can
provide us with a significant competitive advantage. We also believe that effective ERM
assists our efforts to minimize the likelihood of suffering financial outcomes in excess of the
ranges which we have estimated in respect of specific investments, underwriting decisions,
or other operating or business activities, although we do not believe this risk can be
eliminated. We believe that our risk management tools support our strategy of pursuing
opportunities and help us to identify opportunities we believe to be the most attractive. In
particular, we utilize our risk management tools to support our efforts to monitor our capital
position, on a consolidated basis and for each of our major operating subsidiaries, and to
allocate an appropriate amount of capital to support the risks we have assumed in the
aggregate and for each of our major operating subsidiaries. We believe that our risk
management efforts are essential to our corporate strategy and our goal of achieving longterm growth in tangible book value per share plus the change in accumulated dividends for
our shareholders.
Our Board is responsible for overseeing enterprise-wide risk management and is actively
involved in the monitoring of risks that could affect us. The members of the Board have
regular, direct access to the senior executives and other officers responsible for identifying
and monitoring our risks and coordinating our ERM, including our Group Chief Risk Officer,
Chief Financial Officer, and Group General Counsel and Chief Compliance Officer, each of
whom reports directly to our Chief Executive Officer, as well as other senior personnel such
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as our Chief Accounting Officer, Global Corporate Controller and Head of Internal Audit. The
Board also receives regular reports from the Controls and Compliance Committee (“CCC”).
Our ERM framework operates via a three lines of defense model. The first line of defense
consists of individual functions that deliberately assume risks on our behalf and own and
manage risk within the Company on a day-to-day and business operational basis. The second
line of defense is responsible for risk oversight and also supports the first line to understand
and manage risk. A dedicated risk team led by the Group Chief Risk Officer is responsible for
this second line and reports to the Board’s Investment and Risk Management Committee
and the Chief Executive Officer. The third line of defense, our internal audit team, reports to
the Audit Committee of the Board and provides independent, objective assurance as to the
assessment of the adequacy and effectiveness of our internal control systems and also
coordinates risk-based audits and compliance reviews and other specific initiatives to
evaluate and address risk within targeted areas of our business.
The principal risk areas that make up our ERM framework are assumed risk (including reserve
risk), business environment risk and operational risk:


Assumed Risk. We define assumed risk as activities where we deliberately take risk
against our capital base, including underwriting risks and other quantifiable risks such as
credit risk and market risk as they relate to investments, ceded reinsurance credit risk and
strategic investment risk, each of which can be analyzed in substantial part through
quantitative tools and techniques. Of these, we believe underwriting risk to be the most
material to us. In order to understand, monitor, quantify and proactively assess
underwriting risk, we seek to develop and deploy appropriate tools to estimate the
comparable expected returns on potential business opportunities and the impact that
such incremental business could have on our overall risk profile. The tools and methods
to seek to achieve these objectives are described in Part I., Item 1. Business, Underwriting
and Risk Management in our Annual Report Form 10-K for the year ended December 31,
2016 (“Form 10-K”). Embedded within our consideration of assumed risk is our
management of our aggregate, consolidated risk profile. In part through the utilization of
REMS© and our other systems and procedures, we analyze our in-force aggregate
assumed risk portfolio on a daily basis. We believe this capability helps us to manage our
aggregate exposures and to rigorously analyze and evaluate individual proposed
transactions in the context of our in-force portfolio. This aggregation process captures line
of business, segment and corporate risk profiles, calculates internal and external capital
tests and explicitly models ceded reinsurance. Generally, additional data is added
quarterly to our aggregate risk framework to reflect updated or new information or
estimates relating to matters such as interest rate risk, credit risk, capital adequacy and
liquidity. This information is used in day-to-day decision making for underwriting,
investments and operations and is also reviewed quarterly from both a unit level and
consolidated financial position perspective. We also regularly assess, monitor and review
our regulatory risk capital and related constraints.
Reserve Risk is a subcomponent of assumed risk. We define reserve risk as the risks related
to our reserve for net claims and claim expenses, including the amount, both absolute and
relative, of our outstanding reserve for net claims and claim expenses, and the impact of
economic, social, legal and regulatory matters. Our reserve for net claims and claim
expenses is subject to significant uncertainty and has the potential to develop adversely
in future periods. While reserve risk may increase in both absolute terms and relative to
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its overall consideration in our ERM framework, we employ robust resources, procedures
and technology to identify, understand, quantify and manage this risk. Our reserving
methodologies and sensitivities for each respective line of business described in “Part II.
Item 7. Management’s Discussion and Analysis of Financial Condition and Results of
Operations, Summary of Critical Accounting Estimates, Claims and Claim Expense
Reserves.”


Business Environment Risk. We define business environment risk as the risk of changes
in the business, political or regulatory environment that could negatively impact our short
term or long-term financial results or the markets in which we operate. This risk area also
typically includes emerging risks. These risks are predominately extrinsic to us and our
ability to alter or eliminate these risks is limited, so we focus our efforts on monitoring
developments, assessing potential impacts of any changes, and investing in cost effective
means to attempt to mitigate the consequences of and ensure compliance with any new
requirements applicable to us.



Operational Risk. We are subject to a number of additional risks arising out of operational,
regulatory, and other matters. We define operational risk to include the risk we fail to
create, manage, control or mitigate the people, processes, structures or functions
required to execute our strategic and tactical plans and assemble an optimized portfolio
of assumed risk, and to adjust to and comply with the evolving requirements of business
environment risk applicable to us. In light of the rapid evolution of our markets, business
environment, and business initiatives, we seek to continually invest in the tools, processes
and procedures we use to mitigate our exposure to operational risk on a cost-effective
basis. As with assumed risk and business environment risk, operational risk presents
intrinsic uncertainties, and we may fail to appropriately identify or mitigate applicable
operational risk.
Controls and Compliance Committee (“CCC”). We believe that a key component of our
current operational risk management platform is our CCC. The CCC is comprised of our Chief
Financial Officer, Group General Counsel and Chief Compliance Officer, Chief Accounting
Officer, Global Corporate Controller, Group Chief Risk Officer, Head of Internal Audit, staff
compliance professionals and representatives from our business units. The purpose of the
CCC is to establish, assess the effectiveness of, and enforce policies, procedures and
practices relating to accounting, financial reporting, internal controls, regulatory, legal,
compliance and related matters, and to ensure compliance with applicable laws and
regulations, our Code of Ethics and Conduct (the “Code of Ethics”), and other relevant
standards. In addition, the CCC is charged with reviewing certain transactions that
potentially raise complex and/or significant tax, legal, accounting, regulatory, financial
reporting, reputational or compliance issues.
In addition, we address other areas of operational risk through our disaster recovery
program, human resource practices such as motivating and retaining top talent, our strict
tax protocols and our legal and regulatory policies and procedures.
Ongoing Development and Enhancement. We seek to reflect and categorize risks we
monitor in part through quantitative risk distributions, even where we believe that such
quantitative analysis is not as robust or well developed as our tools and models for
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measuring and evaluating other risks, such as catastrophe and market risks. We also seek to
improve the methods by which we measure risks and believe effective risk management is a
continual process that requires ongoing improvement and development. We seek from time
to time to identify effective new practices or additional developments both from within our
industry and from other sectors. We believe that our ongoing efforts to embed ERM
throughout our organization help us produce and maintain a competitive advantage and
achieve our corporate goals.

3.3.2. Solvency Self-Assessment
The RenaissanceRe Group has a risk tolerance framework which dictates tolerance
guidelines and applies to all members of the RenaissanceRe Group. The tolerance framework
is reviewed with the Company’s Board. Direct oversight of those tolerances is discharged to
the IRMC, which meets on a quarterly basis to review compliance with tolerance limits
through review of various risk test results produced by the risk function.
In order to review compliance, we produce, utilize and report on models which measure our
utilization of capital in light of regulatory capital considerations and constraints.
RenaissanceRe also performs stress tests in order to test the adequacy of available capital
relative to certain scenarios including very large loss occurrence at the individual subsidiary
and Group levels.
The various capital and liquidity tests performed incorporate a stochastic depiction of all
sources of risks and compare the tail outcomes to capital and liquidity on hand. These tests
are performed on an operating entity and consolidated group basis, which ensures that
cross-group dependencies are explicitly captured. The results of these tests are reviewed by
the management team and are shared with the Board as appropriate.
In addition, the internal audit function may, as part of their annual internal audit review
process, undertake reviews of various aspects of the solvency assessment process, reporting
results of those reviews to the IRMC and Audit Committee.

3.3.3. Integration of Solvency Needs and Capital and Risk
RenaissanceRe’s strategy is based on integrated management of capital and risk.
RenaissanceRe’s ability to expand and contract capital is one of its main strengths with
respect to capital management. Risk selection is based on a clear vision of the desired
risk/reward profile. Deals are assessed incrementally based on marginal-capital attribution
and a risk-adjusted score that is consistent across lines of business. This decision-making
platform is fully aligned with the planning process allowing us to manage capital to support
the expected portfolio. Our finance, underwriting, ventures, and risk teams meet regularly
to assess the expected portfolio and plan capital management. We adjust our plans in real
time if conditions change unexpectedly in either the reinsurance or capital markets.
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3.3.4. Solvency Self-Assessment Approval Process
The risk management function is responsible for risk aggregation, coordination and
oversight. The IRMC receives quarterly updates of risk positions, concentrations, tail-loss
projections, exposures by region and peril, and measures of required capital.
The Company’s Solvency Self-Assessment Report is provided to the Board for review,
enabling the Board to evaluate RenaissanceRe’s overall solvency needs taking into account
the specific risk profile, approved risk tolerance limits and the group’s business strategy.

3.4. INTERNAL CONTROLS
3.4.1. Internal Control System
Our management is responsible for establishing and maintaining effective internal control
over financial reporting as defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act.
Our internal control over financial reporting was designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with U.S. generally accepted accounting principles and to
reflect management’s judgments and estimates concerning effects of events and
transactions that are accounted for or disclosed.
Management, with the participation of the Chief Executive Officer and Chief Financial
Officer, assessed our internal control over financial reporting as of December 31, 2016 using
the criteria set forth by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO) in Internal Control-Integrated Framework (2013). Based on this
assessment, management concluded that RenaissanceRe internal control over financial
reporting was effective as of December 31, 2016.
Ernst & Young Ltd., the independent registered public accountants who audited our
consolidated financial statements included in our Form 10-K, audited our internal control
over financial reporting as of December 31, 2016 and their attestation report on our internal
control over financial reporting noted that those controls were effective.

3.4.2. Compliance Function
The Company has a compliance program which we believe addresses identified potentially
significant compliance risks. This program is designed and overseen by the Chief Compliance
Officer, is resourced by a number of personnel and contains elements designed to: identify
significant legal, regulatory and compliance risks; assess the potential likelihood and severity
of these identified risks; design and implement responsive mitigants (including policies,
training, the availability of relevant resources, etc.); monitor the operating effectiveness of
the program, including risk-based compliance testing; and report on the performance of the
program to senior management and internal committees. In particular, the compliance
function has implemented policies, protocols and guidelines designed to address the most
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significant or likely risks. These policies are available to all employees on the Company’s
intranet and are reinforced via the training program and other communications referred to
above. We ensure awareness of and compliance with these policies by requiring that each
employee annually certify as to their understanding and compliance with the policies that
apply to them. As outlined in the Audit Committee Charter, the Audit Committee oversees
various aspects of the compliance program, including aspects related to the Code of Ethics
and Conduct, the effectiveness of the compliance program and the Company’s
whistleblowing program. In addition to the Audit Committee, the compliance program is
overseen by the CCC. The CCC is itself overseen by the Audit Committee.

3.5. INTERNAL AUDIT
The internal audit function operates in line with its charter, which outlines the mission,
scope, responsibilities and reporting structure of the function. The charter is periodically
reviewed and subject to approval by the Board. The scope of internal audit’s work is to
determine whether operational risk management, internal control and governance
processes, as designed and represented by management, are adequate and operating
effectively.
Internal audit plans audit activities in response to an assessment of the significant financial,
compliance and operational risks of the Group and those plans are reviewed by management
and approved by the Audit Committee.
The internal audit team is comprised of professional staff with sufficient knowledge, skills,
experience and professional certifications to meet the requirements of the Internal Audit
Charter.
The Head of Internal Audit oversees the internal audit function and assists management and
the Audit Committee in discharging their responsibilities by: a) furnishing them with
analyses, advice and recommendations concerning the key risk areas reviewed and related
assurance activities performed; b) promoting effective and efficient controls; and c) pursuing
corrective action on significant issues.
The Head of Internal Audit also oversees the activities of any external consultants who are
engaged from time-to-time to assist in the completion of Internal Audit projects.

3.5.1. Oversight by Audit Committee
As outlined in its charter, the Audit Committee is responsible for ensuring that the internal
audit function provides management and the Audit Committee with ongoing assessments of
the Company’s risk management processes, system of internal control and governance
processes. As part of this, the Audit Committee (a) reviews the budget, qualifications,
activities, effectiveness and organizational structure of the internal audit function, the
performance of the internal auditor, and participate in the appointment, replacement, or
dismissal of the internal auditor; (b) conduct private review sessions at least four times a
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year with the internal auditor; (c) review with the internal auditor the proposed scope and
plan for conducting internal audits, any progress reports on the proposed internal audit plan
(with explanations for any deviations from the original plan), and (d) review summaries of
any significant issues raised during the performance of internal audits and related responses
from management.

3.5.2. Independence of Internal Audit
To provide for the independence of internal audit:







the Head of Internal Audit reports functionally to the Audit Committee of the Board and
administratively to the Chief Executive Officer, supported by the Chief Financial Officer;
the Audit Committee is responsible for assessing performance of the Head of Internal
Audit and the internal audit function as a whole;
the Audit Committee is responsible for reviewing and approving the internal audit
function budget and resource plan;
the Audit Committee reviews and approves the remuneration of the Head of Internal
Audit;
the Audit Committee has the final decision with regards to the hiring and firing of the
Head of Internal Audit; and
the independence of the internal audit function is evaluated by the Audit Committee on
an annual basis with assistance from the CCC. In conjunction with this annual evaluation,
the Head of Internal Audit will confirm to the Audit Committee, at least annually, the
organizational independence of the internal audit function.

3.6. ACTUARIAL FUNCTION
RenaissanceRe directly employs a number of actuaries in key management and operating
positions, and obtains select actuarial services from third party service providers. The
Company's actuarial function spans pricing and modelling; reserving; and risk management.
The team is proficient with regards to knowledge of actuarial and financial mathematics and
is able to appropriately ensure its correct application commensurate to the complexity of
risks inherent in the business.
The function has regular access to senior management and the Board to discuss any actuarial
issues.

3.7. OUTSOURCING
The RenaissanceRe Group is committed to conducting its business in an appropriate manner
and, where business and/or operational functions are outsourced, will take reasonable steps
to avoid undue additional operational risk when relying on a third party for the performance
of operational functions, critical to the performance of its business. RenaissanceRe will not
outsource activities or functions that would:



allow delegation by senior personnel of their own responsibilities and will ensure that any
outsourcing arrangement will not undermine authorization;
unduly increase operational risk;
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impair the ability of supervisory authorities to monitor the compliance of RenaissanceRe’s
obligations; and
undermine continuous and satisfactory services to policy holders

3.7.1. External outsourcing arrangements
We outsource certain aspects of investment management, risk analytics and investment
accounting to third party service providers. The majority of the investments of
RenaissanceRe and its affiliates and subsidiaries are managed by third party asset managers.
The managers are selected by the investments team and the process by which the managers
are selected is reviewed and overseen by the IRMC. The mandates and guidelines that
govern these arrangements are designed by the investment team, and the investments team
oversees and reviews these third party managers to ensure compliance with investment
guidelines for the mandates.

3.7.2. Intra-group outsourcing
The RenaissanceRe Group operates an integrated shared service approach to employees;
information technology including tools and systems; investments; compliance; and
actuarial services.

- 43 -

4. RISK PROFILE
4.1.

MATERIAL RISKS
The Company’s principal risk areas that make up our enterprise risk management framework
are assumed risk, business environment risk, and operational risk. These risks are discussed
in section 3.3.1 of this report. See also Part I. Item 1A “Risk Factors” included in the
Company’s Annual Report on Form 10-K for the year-ended December 31, 2016 for
information about the Company’s principal risk areas.
Factors that could cause our actual results to differ materially from those in the forwardlooking statements included in this report are discussed in detail in the “Risk Factors” section
of the Form 10-K and also in the Company’s other filings with the SEC.

4.2. MITIGATION OF RISKS
RenaissanceRe believes that effective risk management is best achieved when it is a shared
cultural value throughout the organization and considers it to be a key process which is the
responsibility of every individual within the Company. Risks are mitigated through a variety
of ways but are ultimately reported and monitored by the risk management function. The
risk management function and the IRMC verify that risks are kept within agreed limits.
Further, Internal Audit review the controls in place to mitigate risk exposures for operating
effectiveness. The results of various risk tests and control testing are escalated to the Board
as appropriate.

4.3. MATERIAL RISK CONCENTRATIONS
Underwriting risk tolerances clearly define how much of a particular class or type of risk
RenaissanceRe is willing to take. The risk tolerance limits are generally overseen by the
RenaissanceRe board. Monitoring against these risk tolerances is done on a quarterly basis
via a combination of various tests of capital adequacy, and any breaches would be reported
to the IRMC.
The Board, via the IRMC approve various limits and guidelines for investment asset allocation
and compliance with those limits and guidelines is monitored quarterly. In the investment
portfolio, we review on a regular basis our asset concentration, credit quality and adherence
to credit limit guidelines. In addition, we limit the amount of credit exposure to any one
financial institution and, except for U.S. Government securities, none of our investments
exceed 10% of shareholders’ equity as at December 31, 2016.

4.4.

INVESTMENT OF ASSETS IN ACCORDANCE WITH PRUDENT PERSON
PRINCIPLES
Our investment portfolio strategy seeks to preserve capital and provide us with a high level
of liquidity, which means that the large majority of our investment portfolio consists of
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highly rated fixed income securities, including U.S. treasuries, agencies, municipals, highly
rated sovereign and supranational securities, high-grade corporate securities and mortgagebacked and asset-backed securities. We also have an allocation to publicly traded equities
reflected on our consolidated balance sheet as equity investments trading and an allocation
to other investments (including catastrophe bonds, private equity partnerships, senior
secured bank loan funds, hedge funds and at times, other miscellaneous investments).
The IRMC assists the Board with oversight of our investment activities and financial risk
management. The IRMC’s responsibilities, as more fully described in its charter, include
reviewing management’s procedures regarding development and compliance with
investment strategies, risk limits, guidelines and objectives; ensuring adequate procedures
to monitor adherence to our investment guidelines and limits; and overseeing and reviewing
performance measurement systems we use to monitor the performance of our investment
portfolio and evaluate our performance.
As previously noted, the majority of the assets of RenaissanceRe and its affiliates and
subsidiaries are managed by third party asset managers. The investment team selects
those managers and oversees and reviews those managers to ensure compliance with
investment guidelines.

4.5.

STRESS TESTING AND SENSITIVITY ANALYSIS

4.5.1. Assumed Risk/Business Environment Risk
We produce, utilize and report on models which measure our utilization of capital in light of
regulatory capital considerations and constraints. We also perform stress tests in order to
test the adequacy of available capital relative to certain scenarios, including very large loss
occurrence, at the individual subsidiary and Group levels.
The various capital and liquidity tests we perform incorporate a stochastic depiction of all
sources of risks and compare the tail outcomes to capital and liquidity on hand. These tests
are performed on an operating entity and consolidated group basis, which ensures that
cross-group dependencies are explicitly captured. The results of these tests are reviewed by
the management team and are shared with the Board as appropriate.
We also run scenarios prescribed by the BMA to assess the capital adequacy of subsidiaries
under adverse financial market and underwriting conditions.

4.5.2. Operational Risk
Operational risk at RenaissanceRe is broad as it includes strategic, regulatory and
reputational risks, which are included in the risk register. Operational risk diversifies
considerably within our model with other risk categories, making operational risk relatively
less material to the overall capital requirement. Variations in our assumptions around
operational risk do not have a material impact on the Company’s solvency.
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5. SOLVENCY VALUATION
5.1. VALUATION BASES AND ASSUMPTIONS
5.1.1. Valuation of Assets
The fundamental approach of the Economic Balance Sheet (“EBS”) regime in Bermuda, is
that the EBS should use the insurer’s existing GAAP balance sheet as a starting point. The
Company has used the valuation principles outlined by the Insurance (Prudential Standards)
(Insurance Group Solvency Requirement) Rules 2011; Insurance (Prudential Standards)
(Class 4 and Class 3B Solvency Requirement) Rules 2008; BMA Insurance (Prudential
Standards) (Class 3A Solvency Requirement) Rules 2011, collectively, the “Solvency
Requirement Rules” and the BMA’s “Guidance Note for Statutory Reporting Regime” to
prepare its EBS.
Deferred acquisition costs (“DAC”)
Under the EBS regime, DAC are valued at nil in order to avoid double counting as DAC are
implicitly included in the premium provisions valuation within Technical Provisions.
Intangible assets
Goodwill is valued at nil. Other intangible assets can be recognized only if they can be sold
separately and that the expected future economic benefits will flow to the insurer and the
value of the assets can be reliably measured. No intangible assets have been recognized in
the EBS of RenaissanceRe or Bermuda Operating Subsidiaries.
Investments and cash and cash equivalents
Financial instruments are valued at fair value for EBS purposes. This is consistent with the
valuation approach under GAAP.
Accounts and premiums receivable
Receivables are valued in line with GAAP, however, under the EBS regime, a significant
amount of premiums receivable (i.e. those that are not yet due at the balance sheet date)
are transferred to Technical Provisions.
Funds held by ceding reinsurers
The Company writes certain business on a funds held basis. Under such arrangements, the
cedant retains the premiums that would have otherwise been paid to the Company. Funds
held are recorded in line with GAAP.
Deferred tax asset
RenaissanceRe and RenaissanceRe Specialty U.S. Ltd. each recognize deferred tax assets in
their respective EBS in conformity with GAAP principles. Deferred tax primarily relates to net
operating loss carryforwards and GAAP versus tax basis accounting differences relating to
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reserves for claims and claim expenses, deferred interest expense, accrued expenses,
unearned premiums, deferred underwriting results, deferred acquisition expenses,
amortization and depreciation and investments.
Other assets
Other assets are measured in line with GAAP.
Letters of credit, guarantees and other instruments
Top Layer Re is the beneficiary of $75.0 million of letters of credit pledged by Renaissance
Reinsurance and State Farm. This has been approved by the BMA as additional statutory
economic capital and thus is recognized in Top Layer Re’s EBS.

5.1.2. Technical Provisions and Best Estimate
Technical provisions included in the EBS and utilized in the calculations for capital
requirements for the RenaissanceRe Group and the individual Bermuda-licensed insurers are
calculated in line with the requirements of the Solvency Requirement Rules and the BMA’s
“Guidance Note for Statutory Reporting Regime”.
Technical provisions comprise the sum of:



a best estimate of probability-weighted average of future cash flows, discounted
using the relevant risk-free interest rate term structure; and
a risk margin to reflect the uncertainty associated with the probability-weighted
cash flows, which is calculated using the cost of capital approach and a risk-free
discount rate term structure.

The best estimate for the loss and loss expense provision is calculated using GAAP reserves
as the starting point and then performing a series of adjustments, including:




Removal of prudence margins;
Incorporation of events not in data;
Discounting of cash flows.

The best estimate for the premium provision is calculated by using the unearned premium,
adjusting for bound but not incepted business as at December 31, 2016 and applying
expected future loss ratios, expense ratios and appropriate claims pay-out patterns to derive
cash flows which are then discounted.
The best estimate of premium provision (net of recoveries), loss and loss expense provision
(net of recoveries), and risk margin as at December 31, 2016 were as follows:
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At December 31, 2016
(in thousands of USD)

Best estimate net
premium provision

Best estimate net
loss and loss
expense provision

RenaissanceRe

Risk Margin

(115,831)

2,411,373

283,626

Renaissance Reinsurance and
subsidiaries

(55,886)

1,500,576

157,609

DaVinci Reinsurance

(57,689)

142,345

37,163

RenaissanceRe Specialty U.S.
and subsidiary

(5,484)

768,927

81,312

Top Layer Re

(7,823)

8,441

3,706

5.1.3. Reinsurance recoverables
The best estimate of reinsurance recoveries is based on principles similar to, and consistent
with, those underlying the gross best estimate. The balance is adjusted for counterparty
credit rating based on rating agency and experience default statistics.

5.1.4. Valuation of Other Liabilities
Insurance and reinsurance balances payable
Insurance and reinsurance balances payable are recorded in line with GAAP, however, under
the EBS regime, a significant amount of reinsurance balances payable are transferred to
Technical Provisions.
Loans and notes payable
Loans and notes payable are recorded in line with GAAP.
Accounts payable and accrued liabilities
Accounts payable and accrued liabilities are recorded in line with GAAP, which approximates
fair value due to their short maturities.
Sundry liabilities
The Company’s other liabilities are recorded in line with GAAP.
Letters of credit, guarantees and other instruments
Renaissance Reinsurance has committed capital to support a $37.5 million letter of credit
facility for Top Layer Re and the Company is also obligated to make a mandatory capital
contribution of up to $50.0 million in the event that a loss reduces Top Layer Re’s capital
below a specified level. Renaissance Reinsurance recognizes this $87.5 million as a liability
in its EBS. As the parent entity, RenaissanceRe also recognizes this liability.
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6. CAPITAL MANAGEMENT AT RENAISSANCERE
Capital management is a fundamental, firm-wide strategy, inextricably linked to our risk
management and underwriting activities.

6.1. CAPITAL MANAGEMENT POLICY
We seek to write as much attractively priced business as is available to us and then manage
our capital accordingly by matching the right risk to the right capital at the right time.
We generally seek to raise capital when we forecast increased demand in the market, at
times by accessing capital through joint ventures or other structures, and seek to return
capital to our shareholders or joint venture investors when the demand for our coverages
appears to decline and when we believe a return of capital would be beneficial to our
shareholders or joint venture investors. In using joint ventures, we aim to leverage our
access to business and our underwriting capabilities on an efficient capital base, develop fee
income, generate profit commissions, diversify our portfolio and provide attractive riskadjusted returns to our capital providers. We routinely evaluate and review potential joint
venture opportunities and strategic investments.
Capital, in aggregate, is managed at the RenaissanceRe group level. In the normal course of
our operations, we may from time to evaluate additional share or debt issuances given
prevailing market conditions and capital management strategies, including for our operating
subsidiaries and joint ventures. In addition, we enter into agreements with financial
institutions to obtain letter of credit facilities for the benefit of our operating subsidiaries in
their reinsurance and insurance business. Our total shareholders’ equity attributable to
RenaissanceRe and debt was as follows:
As at December
31, 2016

(in thousands)
Common shareholders’ equity

$

Preference shares
Total shareholders’ equity

4,466,577

As at December
31, 2015
$

4,332,184

400,000

400,000

4,866,577

4,732,184

3.700% Senior Notes due 2025

296,948

296,577

5.75% Senior Notes due 2020

248,941

248,610

Series B 7.50% Senior Notes due 2017

255,352

268,196

4.750% Senior Notes due 2025 (DaVinciRe)

147,422

147,112

RenaissanceRe revolving credit facility – unborrowed

250,000

250,000

Total debt

1,198,663

Total shareholders’ equity and debt

$
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6,065,240

1,210,495
$

5,942,679

RenaissanceRe’s operating subsidiaries maintain capital levels that are sufficient for the risk
exposure at the legal entity level. Excess capital is usually returned to the parent company
and if additional capital injections are necessary, the parent company will capitalize the
subsidiary accordingly.

6.1.1. RenaissanceRe Holdings Ltd.
As a Bermuda-domiciled holding company, RenaissanceRe has limited operations of its own
and its assets consist primarily of investments in subsidiaries, and, to a degree, cash and
securities in amounts which fluctuate over time. Accordingly, RenaissanceRe’s future cash
flows largely depend on the availability of dividends or other statutorily permissible
payments from our subsidiaries. As discussed above, the ability to pay such dividends is
limited by the applicable laws and regulations in the various jurisdictions in which our
subsidiaries operate.
RenaissanceRe’s principal uses of liquidity are: (1) common share related transactions
including dividend payments to our common shareholders and common share repurchases,
(2) preference share related transactions including dividend payments to our preference
shareholders and preference share redemptions, (3) interest and principal payments on
debt, (4) capital investments in our subsidiaries, (5) acquisition of new or existing companies
or businesses, such as our acquisition of Platinum and (6) certain corporate and operating
expenses.
We attempt to structure our organization in a way that facilitates efficient capital
movements between RenaissanceRe and our operating subsidiaries and to ensure that
adequate liquidity is available when required, giving consideration to applicable laws and
regulations, and the domiciliary location of sources of liquidity and related obligations.

6.1.2. Bermuda Operating Subsidiaries
Bermuda regulations require BMA approval for any reduction of capital in excess of 15% of
statutory capital, as defined in the Insurance Act 1978 (“Insurance Act”). The Insurance Act
also requires the Bermuda insurance subsidiaries of RenaissanceRe to maintain certain
measures of solvency and liquidity. At December 31, 2016, the statutory capital and surplus
of our Bermuda insurance subsidiaries exceeded the minimum amount required to be
maintained under Bermuda law.
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6.2. ELIGIBLE CAPITAL
6.2.1. Eligible capital categorized by tiers
As at December 31, 2016, the eligible capital of RenaissanceRe and our Bermuda Operating
Subsidiaries was categorised as follows:
(in thousands)

Tier

Renaissance
Reinsurance
and
subsidiaries

Renaissance
Re

Tier 1

$

Tier 2

5,818,857

$

1,633,439

983,075

Tier 3

6,801,932

DaVinci
$

281,392

0
$

1,416,594

1,914,831

$

65,775

0
$

Renaissance
Re Specialty
U.S. and
subsidiary

1,482,369

$

45,364

0
$

784,808

Top Layer Re

75,000

0
$

830,172

0
$

6.2.2. Eligible capital used to meet capital requirements
As at December 31, 2016, the eligible capital utilised to meet the minimum solvency margin
(“MSM”) and enhanced capital requirement (“ECR”) for each of the Company and Bermuda
Operating Subsidiaries was categorised as follows:

6.2.2.1.

RenaissanceRe

(in thousands)
Tier
Tier 1

ECR
$

MSM

5,818,857

$

5,818,857

Tier 2

983,075

983,075

Tier 3

0

0

$

6,801,932
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$

6,801,932

130,750

205,750

6.2.2.2.

Bermuda Operating Subsidiaries

Renaissance Reinsurance and Subsidiaries
(in thousands)
Tier
Tier 1

ECR
$

MSM

1,633,439

$

1,633,439

Tier 2

281,392

281,392

Tier 3

0

0

$

1,914,831

$

1,914,831

DaVinci
(in thousands)
Tier
Tier 1

ECR
$

Tier 2

MSM

1,416,594

$

65,775

Tier 3

1,392,178
90,191

0
$

1,482,369

0
$

1,482,369

RenaissanceRe Specialty and subsidiary
(in thousands)
Tier
Tier 1

ECR
$

MSM

784,808

$

784,808

Tier 2

45,364

45,364

Tier 3

0

0

$

830,172

$

830,172

Top Layer Re
(in thousands)
Tier
Tier 1

ECR
$

MSM

130,750

$

130,750

Tier 2

65,375

32,688

Tier 3

0

0

$

196,125
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$

163,438

6.2.3. Encumbered assets
The Company may deposit cash and investments with various counterparties, or in trust
accounts for the benefit of those counterparties, in respect of contracts with cedants that
require the Company to partially or fully collateralize estimates of its obligations. Assets are
released to the Company upon the payment of the obligations.
Whilst in deposit for the benefit of counterparties, assets are considered to be encumbered,
affecting the availability of those assets to meet the ECR.

6.2.4. Ancillary capital instruments approved by the Authority
As noted in 6.2.1 above, Top Layer Re has ancillary capital in the form of letters of credit
which were approved as eligible Tier 2 capital.

6.2.5. GAAP Shareholders’ Equity Versus Statutory Capital and Surplus
The impact of employing statutory-based technical provision valuation techniques is the
most significant difference between GAAP shareholder equity and available statutory
economic capital and surplus.
Other entity-specific significant differences (as applicable) are discussed below.

6.2.5.1.

RenaissanceRe

Goodwill and intangible assets valued at $251.2 million and investments in other ventures
valued at $19.7 million under GAAP, each as of December 31, 2016, are eliminated under
statutory reporting, reducing the available statutory economic capital.

6.2.5.2.

Renaissance Reinsurance

Renaissance Reinsurance has committed capital to support $37.5 million letter of credit
facility for Top Layer Re and Renaissance Reinsurance is also obligated to make a mandatory
capital contribution of up to $50 million in the event that a loss reduces Top Layer Re’s capital
and surplus below a specified level. This $87.5 million is recognized as a liability under
statutory reporting, thus reducing our available statutory economic capital by the same
amount.

6.2.5.3.

RenaissanceRe Specialty U.S.

Goodwill and intangible assets valued at $113.1 million under GAAP as of December 31, 2016
are eliminated under statutory reporting, reducing the available statutory economic capital.
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6.2.5.4.

Top Layer Re

As noted in 6.2.1. above, Top Layer Re recognizes $75 million of tier 2 capital in relation to
letters of credit backed by State Farm and Renaissance Reinsurance.
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6.3. REGULATORY CAPITAL REQUIREMENT
6.3.1. Model used to derive Regulatory Capital Requirement
The BMA is the group supervisor of the RenaissanceRe Group and of the individual Bermuda
licensed insurers. Under the Insurance Act, insurance groups are required to maintain
available statutory capital and surplus to an amount that is equal to or exceeds the value of
its group ECR, which is calculated at the end of its relevant year by reference to the BSCR
model or an approved internal capital model provided that the group ECR shall at all times
be an amount equal to or exceeding the Group Minimum Solvency Margin.
RenaissanceRe Holdings Ltd., and its Bermuda-based insurer subsidiaries, establish their ECR
by reference to the BSCR model.

6.3.2. ECR & MSM
At the end of the reporting period, the Company’s regulatory capital requirements were
assessed as follows:
ECR

(in thousands USD, except percentages)

MSM

RenaissanceRe

$

2,359,757

243%

$977,268

Renaissance Reinsurance and subsidiaries

$

1,444,802

133%

527,892

DaVinci Reinsurance

$

769,261

193%

192,315

RenaissanceRe Specialty U.S. and subsidiary

$

272,920

248%

68,230

Top Layer Reinsurance Ltd.

$

62,854

320%

15,713

6.3.2.1.

Inputs to MSM

The MSMs are calculated as follows:
Entity
RenaissanceRe.
Class 4 Reinsurers:
Renaissance Reinsurance
DaVinci Reinsurance

Class 3B Reinsurers:
RenaissanceRe Specialty U.S.

MSM inputs
Calculated by the Group MSM (Schedule XII) of the BSCR Model. It is the
sum of the entity’s proportionate share of the MSM of Group Members.
The greater of:
$100 million;
50% of the net amount, after deductions of any premiums
ceded by the insurer for reinsurance (not exceeding 25% of
gross premiums written), of the premiums written by the
insurer in that year in respect of general business;
15% of net loss reserves; and
25% of insurer’s ECR as reported at the end of its relevant year.
The greater of:
$1 million;
Where the net premiums written do not exceed $6 million, 20%
of those net premiums. Where the net premiums written
exceed $6 million, $1.2 million plus 15% of the net premiums
written which exceed $6 million;
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Class 3A Reinsurers:
Top Layer

15% of net loss reserves; and
25% of insurer’s ECR as reported at the end of its relevant year.
The greater of:
$100 thousand;
Where the net premiums written do not exceed $6 million, 20%
of those net premiums. Where the net premiums written
exceed $6 million, $1.2 million plus 15% of the net premiums
written which exceed $6 million;
15% of net loss reserves; and
25% of insurer’s ECR as reported at the end of its relevant year.

6.3.3. Identification of any Non-compliance with Regulatory Capital
Requirements
The RenaissanceRe Group, and its Bermuda-regulated subsidiaries, have not had any
instances of non-compliance with the BMA’s regulatory capital requirements. We have
maintained capital in excess of the MSM and the ECR as calculated by the BSCR model
without exception.
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7. SUBSEQUENT EVENT
As of the date of filing this report, no events have occurred which had, or will have, a material
impact on the information contained in this report regarding our operations, including but
not limited to, acquisitions, divestitures, or new lines of business entered into.
The Company’s results for the quarters ended March 31, 2017 and June 30, 2017 are
discussed in our current reports on Form 10-Q filed with the SEC.
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APPENDIX ONE: SIMPLIFIED GROUP STRUCTURE

APPENDIX TWO: REGISTERS OF DIRECTORS AS OF AUGUST 31,
2017
RENAISSANCERE HOLDINGS LTD.
NAME

DIRECTOR

Jean D. Hamilton

Class I

James L. Gibbons
(Chairman)

Class I

David C. Bushnell

Class I

Anthony M. Santomero

Class I

Brian G.J. Gray

Class II

Duncan P. Hennes

Class II

Kevin J. O’Donnell

Class II

Henry Khlem

Class III

Valerie Rahmani

Class III

Carol P Sanders

Class III

Edward J. Zore

Class III

OFFICE (if applicable)

President and Chief Executive Officer

RENAISSANCE REINSURANCE LTD.
NAME

DIRECTOR

OFFICE

Kevin J. O’Donnell

Director

President and Chief Executive Officer

Robert Qutub

Director

Executive Vice President and Chief Financial Officer

James C. Fraser

Director

Senior Vice President and Chief Accounting Officer

RENAISSANCERE SPECIALTY U.S. LTD.
NAME

DIRECTOR

OFFICE

Robert Qutub

Director

Executive Vice President and Chief Financial Officer

James C. Fraser

Director

Senior Vice President and Chief Accounting Officer

Helen L. James

Director

Senior Vice President and Global Corporate Controller

TOP LAYER REINSURANCE LTD.
NAME

DIRECTOR

OFFICE (if applicable)

Kevin J. O'Donnell

Class C Director

Chief Executive Officer

Aditya K. Dutt

Class C Director

President

Paul J. Smith

Class A Director

Angela K. Sparks

Class A Director

Jeffrey McCarty

Class A Director

Timothy P. McFadden

Class A Director
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