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NOTE 3. INVESTMENTS, cont'd. 
 
Net realized gains on the sale of fixed maturity investments are determined on the basis of the first in first out cost 
method and for fixed maturity investments available for sale include adjustments to the cost basis of investments for 
declines in value that are considered to be other-than-temporary.  Unrealized gains (losses) on the Company's fixed 
maturity investments available for sale, are recorded in accumulated other comprehensive income on the Company's 
balance sheet.   
 
The Company's net realized gains (losses), net other-than-temporary impairments and the change in net unrealized 
gains (losses) on investments for the years ended December 31, 2009 and 2008 are as follows: 
 
   2009 2008 
Gross realized gains    $     15,212 $    16,952 
Gross realized losses   (4,301) (12,213) 
Net realized gains on fixed maturity investments   10,911 4,739 
     
Net other-than-temporary impairments   (1,089) (23,499) 
     
Change in unrealized gains (losses) on investments included in  
     accumulated other comprehensive income (1) 

   
5,361 

 
(2,923) 

Total realized and change in net unrealized gains (losses) on  
     investments 

   
$    15,183  

 
$   (21,683) 

 
(1) Excludes cumulative effect adjustment of $0.1 million to opening retained earnings as of April 1, 2009, related 

to the recognition and presentation of other-than-temporary impairments, as required by FASB ASC Topic 
Investments - Debt and Equity Securities. 

 
The following table provides an analysis of the length of time the Company's fixed maturity investments available 
for sale in an unrealized loss have been in a continual unrealized loss position.  Prior to the adoption of guidance 
related to the recognition and presentation of other-then-temporary impairments, which became effective for the 
Company on April 1, 2009, the Company had essentially no fixed maturity investments available for sale in an 
unrealized loss position: 
 
 Less than 12 Months 12 Months or Greater Total 
 Fair 

Value 
Unrealized 

Losses 
Fair 

Value 
Unrealized 

Losses Fair Value 
Unrealize
d Losses 

U.S. treasuries $220,637 $        (327)    $      -      $      -       $  220,637 $       (327)    
Agencies 61,904 (64) - - 61,904 (64) 
Non-U.S. government  
     (Sovereign debt) 

 
5,825 

 
(5) 

 
- 

 
- 

 
5,825 

 
(5) 

FDIC guaranteed corporate 111,968 (276) - - 111,968 (276) 
Non-U.S. government-backed           
     corporate 

 
39,523 

 
(713) 

 
- 

 
- 

 
39,523 

 
(713) 

Corporate 195,423 (2,404) - - 195,423 (2,404) 
 $635,280 $     (3,789) $      -      $      -       $  635,280   $  (3,789) 
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NOTE 3. INVESTMENTS, cont'd. 

Measuring the Fair Value of Other Investments Using Net Asset Valuations 

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

  

Fair Value 
Unfunded 

Commitment 
Redemption 
Frequency 

Redemption 
Notice 
Period 

Senior secured bank loan fund  $    54,089  $       - Monthly Monthly 
 
Senior secured bank loan funds – The Company's investment in a senior secured bank loan fund primarily invests in 
bank loans and other senior debt instruments.  The fair value of the investment has been estimated using the net asset 
value per share of the fund.  The investments are redeemable in whole, or in part, on a monthly basis. 
 
RIHL 
 
The Company elected to redeem its interest in RIHL at the net asset value during 2009.  The aggregate redemption 
proceeds totaled $407.6 million.  The proceeds from the redemption in RIHL were invested in a diversified portfolio 
of highly liquid debt securities, with essentially 100% of the securities having been assigned a rating of A or higher 
by nationally recognized rating agencies. 
 
At December 31, 2008, the Company owned 25.3% of RIHL.  RIHL had been assigned a rating of AAAf/S2 by 
S&P and 100% of the securities held by RIHL had been assigned a rating of A or higher by S&P.  The Company's 
share of RIHL's net assets at December 31, 2008, was: 
 
  

 

Included in Accumulated 
Other Comprehensive 

Income  
  

Amortized 
Cost 

Gross    
Unrealized   

Gains 

Gross    
Unrealized    

Losses Fair Value 
Short term investments   $      77,851 $         - $     - $     77,851 
Accrued interest  1,852 - - 1,852 
Pending trades, net  (9,418) - - (9,418) 
Fixed maturity investments  329,274 5,087 - 334,361 
  $    399,559  $       5,087 $      - $   404,646 
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NOTE 4.  FAIR VALUE MEASUREMENTS, cont'd. 
 

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

In certain cases, the inputs used to measure fair value may fall into different levels of the fair value hierarchy. In 
such cases, the level in the fair value hierarchy within which the fair value measurement in its entirety falls has been 
determined based on the lowest level input that is significant to the fair value measurement of the asset or liability.  
The Company's assessment of the significance of a particular input to the fair value measurement in its entirety 
requires judgment, and the Company considers factors specific to the asset or liability. 
 
In order to determine if a market is active or inactive for a security, the Company considers a number of factors, 
including, but not limited to, the spread between what a seller is asking for a security and what a buyer is bidding for 
the same security, the volume of trading activity for the security in question, the price of the security compared to its 
par value (for fixed maturity investments), and other factors that may be indicative of market activity.   
 
There have been no material changes in the Company's valuation techniques in the period represented by these 
financial statements. 
 
Below is a summary of the assets and liabilities that are measured at fair value on a recurring basis and also 
represents the carrying amount on the Company's balance sheet at December 31, 2009: 
 
  Total Level 1 Level 2 Level 3 
Fixed maturity investments available for sale   $   1,346,345 $   246,907 $  1,099,438 $       -   
Short term investments  259,453 - 259,453 - 
Other investments  66,418 - 66,418 - 
Other secured assets  15,616 - 15,616 - 
Other assets and (liabilities) (1)  323 -   (227) 550 
  $   1,688,155  $  246,907 $  1,440,698  $        550 
 
(1) Other assets of $Nil, $Nil and $0.6 million are included in Level 1, Level 2 and Level 3, respectively.  
 Other liabilities of $Nil, $0.2 million and $Nil are included in Level 1, Level 2 and Level 3, respectively.  

Fixed maturity investments included in Level 1 consist of the Company's investments in U.S. treasuries.  Fixed 
maturity investments included in Level 2 are U.S. agencies, non-U.S. government, corporate, FDIC guaranteed 
corporate and non-U.S. government-backed corporate fixed maturity investments.   
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NOTE 4.  FAIR VALUE MEASUREMENTS, cont'd. 
 
The Company's fixed maturity investments available for sale portfolio is priced using broker quotations and pricing 
services, such as index providers and pricing vendors.  The pricing vendors provide pricing for a high volume of 
liquid securities that are actively traded.  For securities that do not trade on an exchange, the pricing services 
generally utilize market data and other observable inputs in matrix pricing models to determine prices.  Prices are 
generally verified using third party data.  Prices obtained from broker quotations are considered non-binding, 
however they are based on observable inputs and by observing secondary trading of similar securities obtained from 
active, non-distressed markets.  The Company considers these Level 2 inputs as they are corroborated with other 
externally obtained information. 
 
Short term investments are considered Level 2 and fair values are generally determined using amortized cost which 
approximates fair value and, in certain cases, in a manner similar to the Company's fixed maturity investments 
available for sale noted above. 
 
The Company's other investments included in Level 2 are the Company's investments in catastrophe bonds and a 
highly liquid senior secured bank loan fund.  Fair value estimates for the majority of the Company's other 
investments included in Level 2 are derived using net asset valuations provided by third parties such as the relevant 
investment manager or administrator, recent financial information issued by the applicable investee entity or 
available market data to estimate fair value.  In certain cases, management's judgment may also be required to 
estimate fair value.   
 
Below is a reconciliation of the beginning and ending balances, for the periods shown, of assets and liabilities 
measured at fair value on a recurring basis using Level 3 inputs.  Interest and dividend income are included in net 
investment income and are excluded from the reconciliation. 
    Other 

assets and 
liabilities 

(1) 

 

Balance - January 1    $          640  
      
     Total unrealized gains      
         Included in net investment income    -  
         Included in other loss    -  
     Total realized losses      
         Included in net investment income    -  
         Included in other loss    (14,817)  

     Total foreign exchange gains    -  

     Net purchases, issuances and settlements    14,727  
     Net transfers in and/or out of Level 3    -  

Balance - December 31    $          550  
 
(1) Balance at December 31, 2009 includes $0.6 million of other assets and $Nil of other liabilities. 
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NOTE  8. RELATED PARTY TRANSACTIONS AND MAJOR CUSTOMERS 
 
The Company entered into reinsurance agreements with Renaissance Reinsurance in each year from 2002 to 2009 
and also entered into reinsurance agreements with Glencoe Insurance Ltd. ("Glencoe"), a wholly-owned subsidiary 
of RenaissanceRe, to assume a portion of Glencoe's property business in each year from 2002 to 2007.  During 
2009, net premiums earned assumed with Renaissance Reinsurance were $4.1 million (2008 - Renaissance 
Reinsurance and Glencoe were $2.7 million).  In addition, during 2009, net claims and claim expenses incurred 
under these agreements with Renaissance Reinsurance and Glencoe were negative $1.4 million (2008 - $5.9 
million).  At December 31, 2009, outstanding reserves for claims and claim expenses assumed under these 
agreements with Renaissance Reinsurance and Glencoe were $6.5 million (2008 - $9.5 million), unearned premium 
reserves for these agreements were $Nil (2008 - $0.5 million) and premiums receivable were $Nil (2008 - $0.6 
million). 
 
A subsidiary of the Company's ultimate parent has made a $10.0 million equity investment in Tower Hill Holdings 
Inc. ("Tower Hill"), a $5.0 million loan to Tower Hill Insurance Group ("Tower Hill Insurance"), the outstanding 
balance of which was repaid during 2008, a managing general agency under common ultimate ownership with 
Tower Hill and a $50.0 million equity investment in Tower Hill Insurance Group, LLC, Tower Hill Claims Services, 
LLC and Tower Hill Claims Management, LLC (collectively, the "Tower Hill Companies").  The Company has 
entered into reinsurance agreements with certain subsidiaries and affiliates of Tower Hill and has also entered into 
reinsurance agreements with respect to business produced by Tower Hill Insurance.  These reinsurance agreements 
include excess of loss reinsurance and four net retained personal property quota share agreements for 2009 and 
2008.  For the year ended December 31, 2009, the Company recorded $16.3 million (2008 - $10.0 million) of gross 
premium written assumed from Tower Hill and its subsidiaries and affiliates related to the above mentioned 
contracts.  Gross premiums earned totaled $13.5 million (2008 - $8.6 million) and expenses incurred were $1.4 
million (2008 - $0.9 million) for the year ended December 31, 2009 related to these contracts.  The Company had a 
net related outstanding receivable balance of $9.0 million as of December 31, 2009 (2008 - $5.2 million). 
 
Under the terms of a management agreement, Renaissance Underwriting Managers Ltd. ("Renaissance Underwriting 
Managers"), a wholly-owned subsidiary of RenaissanceRe, has contracted to provide all of the Company's 
management, underwriting, investment management and administrative functions, for which it is paid a fee that is a 
percentage of premium and a profit commission.  For the year ended December 31, 2009, the Company recorded a 
related expense of $87.3 million (2008 - $38.2 million).  Of this amount, $57.5 million is recorded in amounts due to 
affiliates at December 31, 2009 (2008 - $23.7 million).  Amounts due to affiliates are non-interest-bearing and 
payable in accordance with the terms of the management agreement.  As per the management agreement, $42.6 
million (2008 - $27.5 million) of the amounts due to affiliates represents deferred profit commission which is not 
currently due but will be accrued to offset future underwriting year deficits, should they occur, subject to a 
maximum dollar amount.  Additionally, the Company is required to reimburse Renaissance Underwriting Managers 
for other directly identifiable costs.  For the years ended December 31, 2009 and 2008, no such directly identifiable 
costs were allocated to the Company.  
 
During the year ended December 31, 2009, the Company received 90.9% (2008 - 89.4%) of its reinsurance gross 
premiums written from three reinsurance brokers (2008 - four).  During November 2008, AON Corporation 
("AON") acquired the Benfield Group Limited ("Benfield"), resulting in the combined entity, AON Benfield, 
accounting for 62.0% of the Company's reinsurance gross premiums written in 2008.  Subsidiaries and affiliates of 
AON Benfield, Marsh Inc. and the Willis Group accounted for approximately 60.8%, 21.8% and 8.3%, respectively, 
of the Company's premiums written in 2009.  
 
















