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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-Q
ý QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended March 31, 2016
OR

o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934
For the transition period from

to

Commission file number 001-36169

Blue Capital Reinsurance Holdings Ltd.
(Exact Name of Registrant as Specified in Its Charter)
Bermuda
(State or Other Jurisdiction of
Incorporation or Organization)

98-1120002
(I.R.S. Employer
Identification No.)
Waterloo House
100 Pitts Bay Road
Pembroke HM 08
Bermuda
(Address of Principal Executive Offices)

(441) 278-0400
(Registrant’s Telephone Number, Including Area Code)
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934
during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing
requirements for the past 90 days. Yes ý No o
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data File
required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that the registrant was
required to submit and post such files). Yes ý No o
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company. See
definitions of "large accelerated filer", "accelerated filer" and "smaller reporting company" in Rule 12b-2 of the Exchange Act.
Large accelerated filer o
Non-accelerated filer o

Accelerated filer x
Smaller reporting company o

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes o No ý
As of May 3, 2016, the registrant had 8,752,335 common shares outstanding, with a par value of $1.00 per share ("Common Shares").
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Cautionary Statement Regarding Forward-Looking Statements
Some of the statements under "Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations " and elsewhere in this
Quarterly Report on Form 10-Q may include forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995
("PSLRA"). The PSLRA provides a "safe harbor" for forward-looking statements. These forward looking statements reflect our current views with respect to
future events and financial performance. Such statements include forward looking statements with respect to us specifically and the insurance and
reinsurance business generally, investments, capital markets and the general economic environments in which we operate. Statements which include the
words "expect," "intend," "plan," "believe," "project," "anticipate," "seek," "will," and similar statements of a future or forward-looking nature identify forwardlooking statements for purposes of the PSLRA or otherwise.
All forward-looking statements address matters that involve risks and uncertainties. Accordingly, there are or will be important factors that could cause
actual results to differ materially from those indicated in such statements. We believe that these factors include, but are not limited to, the following:
•

the fact that we have limited operating history;

•

the possibility of severe or unanticipated losses from natural and man-made catastrophes, including those that may result from changes in climate
conditions, including global temperatures and expected sea levels;

•

the effectiveness of our loss limitation methods;

•

our dependence on our Company's Chief Executive Officer ("CEO") and Chief Financial Officer ("CFO"), both of whom are not our direct employees, and
our service providers including Blue Capital Management Ltd. (the "Manager") which provides various underwriting, investment and administrative
services;

•

our ability to effectively execute our business plan and any new ventures that we may enter into;

•

continued acceptance of our business strategy, security and financial condition by regulators, brokers and insureds;

•

failure by any service provider to carry out its obligations to us in accordance with the terms of its appointment;

•

conflicts of interest that could result from our relationships and potential overlaps in business with related parties, including Endurance Specialty
Holdings Ltd. ("Endurance") and its subsidiaries;

•

the cyclical nature of the property catastrophe insurance and reinsurance industry;

•

the availability of capital and financing, including our ability to raise more equity capital and our ability to release capital from existing obligations to
redeploy annually;

•

the levels of new and renewal business achieved;

•

the availability of opportunities to increase writings within our property and catastrophe lines of business and our ability to capitalize on those
opportunities;

•

the inherent uncertainty of our risk management process, which is subject to, among other things, industry loss estimates and estimates generated by
modeling techniques;

•

the inherent uncertainties in establishing loss and loss adjustment expense ("LAE") reserves and unanticipated adjustments to premium estimates;

•

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

•

general economic and market conditions, including inflation, volatility in the credit and capital markets and conditions specific to the insurance and
reinsurance markets in which we operate;

•

changes in and the impact of governmental legislation or regulation, including changes in tax laws in the jurisdictions where we conduct business;

•

statutory or regulatory developments, including those involving tax policy, reinsurance and other regulatory matters such as the adoption of proposed
legislation that would affect Bermuda-headquartered companies or Bermuda-based insurers or reinsurers;

•

potential treatment of us as an investment company or a passive foreign investment company for purposes of U.S. securities laws or U.S. federal taxation,
respectively;

•

the amount and timing of reinsurance recoveries;
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•

the effects of competitors' pricing policies, and of changes in laws and regulations on competition, industry consolidation and development of
competing financial products;

•

the overall level of competition, and the related supply and demand dynamics in our markets relating to growing capital levels in our industry;

•

actions by our competitors, many of which are larger or have greater financial resources than we do;

•

declining demand due to increased retentions by cedants and other factors;

•

acts of terrorism, political unrest, outbreak of war and other hostilities or other non-forecasted and unpredictable events;

•

unexpected developments concerning the small number of insurance and reinsurance brokers upon whom we rely for a large portion of revenues;

•

the ability of the counterparty institutions with which we conduct business to continue to meet their obligations to us;

•

operational risks, including the risk of fraud and any errors and omissions, as well as technology breaches or failures;

•

changes in tax regulations or laws applicable to us, our subsidiaries, brokers or customers;

•

our dependence as a holding company upon dividends or distributions from our operating subsidiaries; and

•

changes in accounting principles or the application of such principles by regulators.

The foregoing review of important factors should not be construed as exhaustive and should be read in conjunction with the other cautionary statements
that are included herein and in the Company's Annual Report on Form 10-K for the year ended December 31, 2015 (the "2015 Form 10-K"), as filed with the
Securities and Exchange Commission (the "SEC"), including the risk factors set forth in Item 1A thereof. We undertake no obligation to publicly update or
review any forward-looking statement, whether as a result of new information, future developments or otherwise. Readers are cautioned not to place undue
reliance on these forward-looking statements, which speak only as of the dates on which they are made.
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PART I - FINANCIAL INFORMATION
Item 1. Financial Statements.

BLUE CAPITAL REINSURANCE HOLDINGS LTD.
CONSOLIDATED BALANCE SHEETS

(In millions of U.S. dollars, except per share amounts)

Assets
Cash and cash equivalents
Reinsurance premiums receivable
Deferred reinsurance acquisition costs
Funds held by ceding companies
Other assets
Total Assets

$

Liabilities
Loss and loss adjustment expense reserves
Unearned reinsurance premiums
Debt
Reinsurance balances payable
Other liabilities (See Note 7)
Total Liabilities

March 31,

December 31,

2016

2015

(Unaudited)
8.2
12.3
1.0
182.7
0.1

$

6.1
15.9
0.1
195.3
0.2

$

204.3

$

217.6

$

5.1
8.5
—
4.2
7.4

$

4.0
1.3
13.0
7.6
4.1

Commitments and contingent liabilities (See Note 8)
Shareholders' Equity
Common Shares, at par value - 8,752,335 shares issued and outstanding
Additional paid-in capital
Retained earnings
Total Shareholders' Equity

25.2

30.0

—

—

8.8
165.3
5.0

8.8
165.3
13.5

179.1

Total Liabilities and Shareholders' Equity

$

204.3

187.6
$

See notes to the unaudited consolidated financial statements, including Note 7 which describes certain related party transactions.
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BLUE CAPITAL REINSURANCE HOLDINGS LTD.
UNAUDITED CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME

Three Months Ended March 31,
(In millions of U.S. dollars, except per share amounts)

2016

Revenues
Reinsurance premiums written
Change in net unearned reinsurance premiums
Net reinsurance premiums earned

$

Net income from derivative instruments
Total revenues
Expenses
Underwriting expenses:
Loss and loss adjustment expenses
Reinsurance acquisition costs
General and administrative expenses
Non-underwriting expenses:
Interest expenses
Total expenses

2015

17.4
(7.1)

$

20.1
(10.3)

10.3
0.1

9.8
—

10.4

9.8

1.7
2.2
1.5

0.8
2.3
1.3

—

—

5.4

4.4

Net income and comprehensive income

$

5.0

$

5.4

Per share amounts:
Basic and diluted earnings per Common Share
Dividends declared per Common Share and RSU

$

0.57
1.54

$

0.62
0.96

See notes to the unaudited consolidated financial statements, including Note 7 which describes certain related party transactions.
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BLUE CAPITAL REINSURANCE HOLDINGS LTD.
UNAUDITED CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY
Three Months Ended March 31, 2016 and 2015

Total
shareholders' equity

(In millions of U.S. dollars)

Balance at January 1, 2016
Net income
Dividends declared - Common Shares and RSUs
Balance at March 31, 2016

(In millions of U.S. dollars)

Balance at January 1, 2015
Net income
Expense recognized for RSUs
Dividends declared - Common Shares and RSUs
Balance at March 31, 2015

Common
Shares, at par value

Additional
paid-in capital

Retained earnings

$

187.6
5.0
(13.5)

$

8.8
—
—

$

165.3
—
—

$

13.5
5.0
(13.5)

$

179.1

$

8.8

$

165.3

$

5.0

Total
shareholders' equity

Common
Shares, at par value

Additional
paid-in capital

Retained earnings

$

180.5
5.4
0.1
(8.4)

$

8.8
—
—
—

$

165.2
—
0.1
—

$

6.5
5.4
—
(8.4)

$

177.6

$

8.8

$

165.3

$

3.5

See notes to the unaudited consolidated financial statements, including Note 7 which describes certain related party transactions.
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BLUE CAPITAL REINSURANCE HOLDINGS LTD.
UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS

Three Months Ended March 31,
(In millions of U.S. dollars)

2016

Cash flows provided by operating activities:
Net income
Charges to reconcile net income to net cash from operations:
Expense recognized for RSUs
Net change in:
Loss and loss adjustment expense reserves
Unearned reinsurance premiums
Reinsurance balances payable
Deferred reinsurance acquisition costs
Reinsurance premiums receivable
Funds held by ceding companies
Other liabilities
Other assets
Net cash and cash equivalents provided by operating activities

$

Net cash and cash equivalents provided by investing activities
Cash flows used in financing activities:
Dividends paid - Common Shares and RSUs
Repayments of borrowings under the Credit Agreement
Net cash and cash equivalents used in financing activities
Net increase (decrease) in cash and cash equivalents during the period
Cash and cash equivalents - beginning of period
Cash and cash equivalents - end of period

$

2015

5.0

$

—

0.1

1.1
7.2
(3.4)
(0.9)
3.6
12.6
0.7
0.1

(0.7)
10.3
(0.1)
(1.1)
(6.3)
(3.2)
1.7
0.1

26.0

6.2

—

—

(10.9)
(13.0)

(5.8)
(4.0)

(23.9)

(9.8)

2.1
6.1

(3.6)
11.5

8.2

$

See notes to the unaudited consolidated financial statements, including Note 7 which describes certain related party transactions.
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BLUE CAPITAL REINSURANCE HOLDINGS LTD.
Notes to the Unaudited Consolidated Financial Statements
(in millions of United States dollars, except share and per
share amounts or as otherwise indicated)

NOTE 1. Basis of Presentation and Summary of Significant Accounting Policies
Basis of Presentation and Overview
Blue Capital Reinsurance Holdings Ltd. (the "Company" or the "Registrant") is a Bermuda exempted limited liability company that, through its
subsidiaries (collectively "Blue Capital"), offers collateralized reinsurance in the property catastrophe market and invests in various insurance-linked
securities. The Company was incorporated under the laws of Bermuda on June 24, 2013, and commenced its operations on November 12, 2013. The
Company's headquarters and principal executive offices are located at Waterloo House, 100 Pitts Bay Road, Pembroke, Bermuda HM 08, which is also our
registered office.
The unaudited consolidated financial statements incorporated in this report on Form 10-Q have been prepared in accordance with accounting principles
generally accepted in the U.S. ("GAAP") for interim financial information and in accordance with the instructions to Form 10-Q and Article 10 of Regulation
S-X. Accordingly, they do not include all of the information and footnotes required by GAAP. Certain prior period amounts, all of which are immaterial, have
been reclassified to conform to the current period presentation. These interim unaudited consolidated financial statements should be read in conjunction with
the audited consolidated financial statements contained in the 2015 Form 10-K. In the opinion of management, these interim unaudited consolidated
financial statements include all adjustments, consisting only of normal recurring adjustments, necessary to fairly present the Company's financial position,
results of operations and cash flows. The unaudited consolidated financial statements include the accounts of the Registrant and its wholly-owned
subsidiaries. All significant intercompany accounts and transactions have been eliminated in consolidation. These interim unaudited consolidated financial
statements may not be indicative of financial results for the full year. The December 31, 2015 consolidated balance sheet data was derived from audited
consolidated financial statements, but does not include all of the disclosures required by GAAP.
There were no material changes in the Company's significant accounting and reporting policies subsequent to the filing of the 2015 Form 10-K.
The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and liabilities as of the date of the financial statements, and the reported amounts of revenues
earned and expenses incurred during the period. Actual results could differ materially from those estimates. The significant estimates reflected in these
interim unaudited consolidated financial statements include, but are not limited to, loss and LAE reserves and written and earned reinsurance premiums.
Estimates and assumptions are periodically reviewed and the effects of revisions are recorded in the consolidated financial statements in the period that they
are determined to be necessary.
The Company operates as a single business segment through its wholly-owned subsidiaries: (i) Blue Capital Re Ltd. ("Blue Capital Re"), a Bermuda Class
3A insurer which provides collateralized reinsurance; and (ii) Blue Capital Re ILS Ltd. ("Blue Capital Re ILS"), a Bermuda exempted limited liability
company which conducts hedging and other investment activities, including entering into industry loss warranties and related instruments, in support of
Blue Capital Re's operations. Blue Capital leverages the reinsurance underwriting expertise and infrastructure of Endurance and its various subsidiaries to
conduct its business. Endurance is the beneficial owner of 33.3% of the Company's outstanding Common Shares.
Subject to the discretion of the Company’s board of directors (the "Board"), the Company intends to continue to distribute through dividends or
repurchases of Common Shares a minimum of 90% of its annual Distributable Income to its holders of Common Shares and RSUs. "Distributable Income," a
non-GAAP measure, means GAAP net income plus (minus) non-cash expenses (revenues) recorded in net income for the period.
Recent Accounting Pronouncements
In March 2016, the Financial Accounting Standards Board issued Accounting Standards Update 2016-09, "Improvements to Employee Share-Based
Payment Accounting" ("ASU 2016-09"). ASU 2016-09 will change how companies account for certain aspects of share-based payments to employees.
Entities will be required to recognize the income tax effects of awards in the income statement when the awards vest or are settled. The guidance also changes
employers' accounting for an employee's use
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BLUE CAPITAL REINSURANCE HOLDINGS LTD.
Notes to the Unaudited Consolidated Financial Statements
(in millions of United States dollars, except share and per
share amounts or as otherwise indicated)
NOTE 1. Basis of Presentation and Summary of Significant Accounting Policies, cont'd
of shares to satisfy the employer's statutory income tax withholding obligation, and accounting for forfeitures. ASU 2016-09 is effective for public business
entities for annual and interim periods beginning after December 15, 2016. Early adoption is permitted. ASU 2016-09 is not expected to impact the
Company's Unaudited Consolidated Financial Statements.
NOTE 2. Written and Earned Reinsurance Premiums
Written premiums represent business bound from ceding companies and net earned premiums represent the portion of net written premiums (gross written
premiums less any ceded reinsurance) which is recognized as revenue over the period of time that coverage is provided.
Blue Capital seeks to diversify its exposure across geographic zones around the world in order to obtain a prudent spread of risk. The spread of these
exposures is also a function of market conditions and opportunities. The following table sets forth a breakdown of Blue Capital's premiums written by
geographic area of risks insured during the three month periods ended March 31, 2016 and 2015:

Three Months Ended March 31,
2016

Worldwide(1)
USA:
Nationwide
Florida
Gulf region
California
Midwest region and other
Mid-Atlantic region
Worldwide, excluding U.S.(2)
Total premiums written
(1)
(2)

$

12.0
3.2
0.3
0.5
0.4
0.4
0.4
0.2

$

17.4

2015

69% $

8.5

42%

19%
2%
3%
2%
2%
2%
1%

5.4
0.5
1.5
0.7
0.6
0.4
2.5

27%
2%
8%
3%
3%
2%
13%

20.1

100%

100% $

"Worldwide" comprises reinsurance contracts that cover risks in more than one geographic area and do not specifically exclude the U.S.
"Worldwide, excluding U.S." comprises reinsurance contracts that cover risks in more than one geographic area but specifically exclude the U.S.

The following table sets forth a breakdown of Blue Capital's net reinsurance premiums earned by geographic area of risks insured during the three month
periods ended March 31, 2016 and 2015:

Three Months Ended March 31,
2016

Worldwide(1)
USA:
Nationwide
Florida
Gulf region
Midwest region and other
California
Mid-Atlantic region
Worldwide, excluding U.S.(2)
Total net premiums earned
(1)
(2)

$

8.2

$

2015

80% $

6.3

64%

0.8
0.6
0.2
0.1
0.1
0.1
0.2

8%
6%
1%
1%
1%
1%
2%

1.4
0.6
0.4
0.2
0.2
0.1
0.6

14%
6%
5%
2%
2%
1%
6%

10.3

100% $

9.8

100%

"Worldwide" comprises reinsurance contracts that cover risks in more than one geographic area and do not specifically exclude the U.S.
"Worldwide, excluding U.S." comprises reinsurance contracts that cover risks in more than one geographic area but specifically exclude the U.S.
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BLUE CAPITAL REINSURANCE HOLDINGS LTD.
Notes to the Unaudited Consolidated Financial Statements
(in millions of United States dollars, except share and per
share amounts or as otherwise indicated)
NOTE 3.

Derivative Instruments

Inward Industry Loss Warranty ("ILW") Swaps
In February 2016, Blue Capital Re ILS entered into an inward ILW swap (the "2016 Inward ILW Swap") with a third-party under which qualifying loss
payments are triggered by reference to the level of losses incurred by the insurance industry as a whole, rather than by losses incurred by the insured. In
return for a fixed payment received of $0.4 million, Blue Capital Re ILS is required to make a floating payment in the event of certain losses incurred from
specified natural catastrophes in the
U.S., Europe, Japan, Australia and New Zealand from February 2016 to February 2017. Blue Capital Re ILS's maximum payment obligation under the 2016
Inward ILW Swap is $2.7 million. Through March 31, 2016, Blue Capital Re ILS was not aware of any industry loss event occurring that would have
triggered a payment obligation under the 2016 Inward ILW Swap.
The 2016 Inward ILW Swap is valued on the basis of models developed by the Manager, which represent unobservable (Level 3) inputs. As of March 31,
2016, the fair value of the 2016 Inward ILW Swap was $0.3 million, which was recorded as an "other liability" on the Company's March 31, 2016 Unaudited
Consolidated Balance Sheet.
During the three month period ended March 31, 2016, Blue Capital Re ILS recognized income from derivative instruments of less than $0.1 million,
pursuant to the 2016 Inward ILW Swap.
In February 2015, Blue Capital Re ILS entered into an inward ILW swap (the "2015 Inward ILW Swap") with a third-party under which qualifying loss
payments are triggered by reference to the level of losses incurred by the insurance industry as a whole, rather than by losses incurred by the insured. In
return for a fixed payment received of $0.6 million, Blue Capital Re ILS was required to make a floating payment in the event of certain losses incurred from
specified natural catastrophes in the U.S., Europe, Japan, Australia and New Zealand from February 2015 to February 2016. Blue Capital Re ILS's maximum
payment obligation under the 2015 Inward ILW Swap was $5.2 million. During the term of the 2015 Inward ILW Swap, Blue Capital Re ILS was not aware of
any industry loss event occurring that would have triggered a payment obligation under the 2015 Inward ILW Swap.
The 2015 Inward ILW Swap was valued on the basis of models developed by the Manager, which represent unobservable (Level 3) inputs.
During the three month periods ended March 31, 2016 and 2015, Blue Capital Re ILS recognized income from derivative instruments of $0.1 million and
less than $0.1 million, respectively, pursuant to the 2015 Inward ILW Swap.
NOTE 4.

Basic and Diluted Earnings per Common Share

The Company applies the two-class method of calculating its earnings per Common Share. In applying the two-class method, any outstanding RSUs are
considered to be participating securities. See Note 6. For all periods presented in which RSUs were outstanding, the two-class method was used to determine
basic and diluted earnings per Common Share since this method yielded a more dilutive result than the treasury stock method.
For purposes of determining basic and diluted earnings per Common Share, a portion of net income is allocated to outstanding RSUs which serves to
reduce the Company’s earnings per Common Share numerators. Net losses are not allocated to outstanding RSUs and, therefore, do not impact the Company's
per Common Share numerators in any period in which it incurs a net loss.
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BLUE CAPITAL REINSURANCE HOLDINGS LTD.
Notes to the Unaudited Consolidated Financial Statements
(in millions of United States dollars, except share and per
share amounts or as otherwise indicated)
NOTE 4.

Basic and Diluted Earnings per Common Share, cont'd

The following table outlines the Company's computation of its basic and diluted earnings per Common Share for the three months ended March 31, 2016
and 2015:
Three Months Ended March 31,
2016

Net income

$

Less: net earnings allocated to participating securities(1)
Earnings per Common Share numerator

$

$

5.0

$

5.4

$

8,752
0.57

$

8,750
0.62

Average Common Shares outstanding (in thousands of shares)
Basic and diluted earnings per Common Share
(1)

2015

5.0
—

5.4
—

During the three month periods ended March 31, 2016 and 2015, the net earnings allocated to participating securities totaled less than $0.1 million.

Dividends to Holders of Common Shares and RSUs
The Company declared regular cash dividends per Common Share and RSU of $0.30 during each of the three month periods ended March 31, 2016 and
2015. In addition, in February 2016, the Company declared a special dividend with respect to its 2015 Distributable Income of $1.24 per Common Share and
RSU. As of March 31, 2016, the Company had $2.6 million of dividends payable to holders of Common Shares and RSUs, which is included within "other
liabilities" on its Unaudited Consolidated Balance Sheet at that date. As of December 31, 2015, the Company had no dividends payable to holders of
Common Shares and RSUs.
The total amount of dividends paid to holders of Common Shares and RSUs during the three month periods ended March 31, 2016 and 2015 was $10.9
million and $5.8 million, respectively.
There are restrictions on the payment of dividends by the Company, Blue Capital Re and Blue Capital Re ILS. Any future determination to pay dividends
to holders of Common Shares and RSUs will be at the discretion of the Board and will be dependent upon many factors, including the Company's results of
operations, cash flows, financial position, capital requirements, general business opportunities, and legal, regulatory and contractual restrictions.
NOTE 5.

Credit Agreement

On May 1, 2015, the Company renewed its 364-day unsecured credit agreement (the "Credit Agreement") which permits it to borrow up to $20.0 million
on a revolving basis for working capital and general corporate purposes. Borrowings under the Credit Agreement bear interest, set at the time of the
borrowing, at a rate equal to the 3-month LIBOR rate plus 100 basis points. The Company is also subject to an ongoing annual commitment and
administrative fee of 0.375% of the facility's total capacity.
Endurance serves as a guarantor of the Company's obligations under the Credit Agreement and receives an annual guarantee fee from the Company equal
to 0.125% of the facility's total capacity (the "Guarantee Agreement"). See Note 7.
As of March 31, 2016 and December 31, 2015, the Company had nil and $13.0 million of outstanding borrowings, respectively, under the Credit
Agreement. With respect to the Company's outstanding borrowings at December 31, 2015, $4.0 million was repaid on February 2, 2016 and was subject to an
annual interest rate of 1.33%, $5.0 million was repaid on February 22, 2016 and was subject to an annual interest rate of 1.48% and $4.0 million was repaid
on March 11, 2016 and was subject to an annual interest rate of 1.51%.
During the three month periods ended March 31, 2016 and 2015, the Company paid interest on its borrowings under the Credit Agreement of $0.1 million
and less than $0.1 million, respectively.
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BLUE CAPITAL REINSURANCE HOLDINGS LTD.
Notes to the Unaudited Consolidated Financial Statements
(in millions of United States dollars, except share and per
share amounts or as otherwise indicated)
NOTE 5.

Credit Agreement, cont'd

During the three month periods ended March 31, 2016 and 2015, the Company incurred less than $0.1 million and $0.1 million, respectively, in facility
and structuring fees in connection with the Credit Agreement. These fees are included within
''general and administrative expenses'' on the Company's Unaudited Consolidated Statements of Income and Comprehensive Income.
The Credit Agreement, which expired on April 29, 2016, contained covenants that limited the Company's ability to, among other things, grant liens on its
assets, sell assets, merge or consolidate, incur debt and enter into certain transactions with affiliates. The Credit Agreement also contained covenants that
required: (i) the Company to maintain a debt to total capitalization ratio of less than or equal to 22.5%; (ii) the Company to maintain a consolidated tangible
net worth of no less than 70% of its consolidated tangible net worth as of May 2, 2014 (the original closing date of the Credit Agreement); (iii) Endurance to
maintain a debt to total capitalization ratio of less than 35.0%; (iv) Endurance to maintain a consolidated tangible net worth of no less than $1.8 billion; and
(v) each of Endurance's regulated insurance subsidiaries that has a claims paying rating from A.M. Best to maintain a rating of at least "B++." If the Company
or Endurance failed to comply with any of these covenants, the lender could have revoked the facility and exercised remedies against the Company or
Endurance. As of March 31, 2016, the Company and Endurance were in compliance with all of their respective covenants associated with the Credit
Agreement.
On May 6, 2016, the Company entered into a credit facility (the "2016 Credit Facility") with Endurance Investments Holdings Ltd. (the "Lender"), a
wholly-owned subsidiary of Endurance. The 2016 Credit Facility provides the Company with an unsecured $20.0 million revolving credit facility for
working capital and general corporate purposes and expires on September 30, 2018. The 2016 Credit Facility replaces the Credit Agreement and related
Guarantee Agreement which expired on April 29, 2016. Borrowings under the 2016 Credit Facility bear interest, set at the time of the borrowing, at a rate
equal to the applicable LIBOR rate plus 150 basis points. A one-time fee of $20,000 was due to the Lender in connection with establishing the 2016 Credit
Facility. The 2016 Credit Facility contains covenants that limit the Company’s ability, among other things, to grant liens on its assets, sell assets, merge or
consolidate, or incur debt. If the Company fails to comply with any these covenants, the Lender could revoke the facility and exercise remedies against the
Company. In addition, in the event of a default in the performance of any of the agreements or covenants under certain management agreements with the
Manager by the Company, the Lender has the right to terminate the 2016 Credit Facility.
NOTE 6.

Share-Based Compensation

The Company's 2013 Long-Term Incentive Plan (the "2013 LTIP"), which was adopted by the Board in September 2013, permits the issuance of up to one
percent of the aggregate Common Shares outstanding to participants. Incentive awards that may be granted under the 2013 LTIP include RSUs, restricted
Common Shares, incentive share options (on a limited basis), non-qualified share options, share appreciation rights, deferred share units, performance
compensation awards, performance units, cash incentive awards and other equity-based and equity-related awards.
At the discretion of the Board's Compensation and Nominating Committee, incentive awards, the value of which are based on Common Shares, may be
made to the Company's directors, future employees and consultants pursuant to the 2013 LTIP. For all periods presented, the Company's outstanding sharebased incentive awards consisted solely of RSUs.
RSUs are phantom (as opposed to actual) Common Shares which, depending on the individual award, vest in equal tranches over a one to five-year period,
subject to the recipient maintaining a continuous relationship with the Company through the applicable vesting date. RSUs are payable in Common Shares
upon vesting (the amount of which may be reduced by applicable statutory income tax withholdings at the recipient's option). RSUs do not require the
payment of an exercise price and are not entitled to voting rights, but they are entitled to receive payments equivalent to any dividends and distributions
declared on the Common Shares underlying the RSUs.
There were no awards or forfeits of RSUs and no RSUs vested during the three month periods ended March 31, 2016 and 2015.

13

Table of Contents
BLUE CAPITAL REINSURANCE HOLDINGS LTD.
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NOTE 6.

Share-Based Compensation, cont'd

During the three month periods ended March 31, 2016 and 2015, the Company recognized less than $0.1 million of RSU expense. At March 31, 2016,
compensation costs not yet recognized related to unvested RSUs was $0.1 million.
As of March 31, 2016 and December 31, 2015, there were 9,799 RSUs outstanding under the 2013 LTIP.
NOTE 7.

Related Party Transactions

As of March 31, 2016 and December 31, 2015, Endurance and its wholly owned subsidiary, Endurance Specialty Insurance Ltd. ("Endurance Bermuda"),
owned 33.3% of the Company's outstanding Common Shares.
Through each of the following roles and relationships, Blue Capital leverages Endurance's reinsurance underwriting expertise and infrastructure to conduct
its business: (i) the Manager, a wholly-owned subsidiary of Endurance, manages Blue Capital Re's and Blue Capital Re ILS's reinsurance underwriting
decisions; (ii) Blue Water Re Ltd. ("Blue Water Re") is a significant source of reinsurance business for Blue Capital Re; (iii) the Manager's Chief Executive
Officer serves as a director and the CEO; (iv) the Manager's Treasurer serves as the Company's CFO; and (v) Endurance's Chief Financial Officer serves as
Chairman of the Board.
All of the compensation that employees of Endurance are entitled to as directors of the Company is assigned directly to Endurance.
Services Provided to Blue Capital by Endurance
Endurance provides services to Blue Capital through the following arrangements:
BW Retrocessional Agreement. Through a retrocessional contract dated December 31, 2013 (the "BW Retrocessional Agreement"), between Blue Capital
Re and Blue Water Re, Blue Water Re has the option to cede to Blue Capital Re up to 100% of its participation in the ceded reinsurance business it writes,
provided that such business is in accordance with the Company’s underwriting guidelines. Pursuant to the BW Retrocessional Agreement, Blue Capital Re
may participate in: (i) retrocessional, quota share or other agreements between Blue Water Re and Endurance Bermuda or other third-party reinsurers, which
provides it with the opportunity to participate in a diversified portfolio of risks on a proportional basis; and (ii) fronting agreements between Blue Water Re
and Endurance Bermuda or other well capitalized third-party rated reinsurers, which allows Blue Capital Re to transact business with counterparties who
prefer to enter into contracts with rated reinsurers.
For all periods presented, all of the reinsurance business of Blue Capital Re was originated pursuant to the BW Retrocessional Agreement.
Investment Management Agreement. The Company has entered into an Investment Management Agreement (the "Investment Management Agreement")
with the Manager. Pursuant to the terms of the Investment Management Agreement, the Manager has full discretionary authority, including the delegation of
the provision of its services, to manage the Company's assets, subject to the Company’s underwriting guidelines, the terms of the Investment Management
Agreement and the oversight of the Board.
Underwriting and Insurance Management Agreement. The Company, Blue Capital Re and the Manager have entered into an Underwriting and Insurance
Management Agreement (the "Underwriting and Insurance Management Agreement"). Pursuant to the Underwriting and Insurance Management Agreement,
the Manager provides underwriting, risk management, claims management, ceded retrocession agreements management and actuarial and reinsurance
accounting services to Blue Capital Re. The Manager has full discretionary authority to manage the underwriting decisions of Blue Capital Re, subject to the
Company's underwriting guidelines, the terms of the Underwriting and Insurance Management Agreement and the oversight of the Company's and Blue
Capital Re's boards of directors.
Administrative Services Agreement. The Company has entered into an Administrative Services Agreement with the Manager, as amended on November 13,
2014 (the "Administrative Services Agreement"). Pursuant to the terms of the Administrative Services Agreement, the Manager provides Blue Capital with
support services, including the services of our CEO and CFO, as
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NOTE 7.

Related Party Transactions, cont'd

well as finance and accounting, internal audit, claims management and policy wording, modeling software licenses, office space, information technology,
human resources and administrative support.
Credit Facility Agreement. The Company entered into the 2016 Credit Facility with Endurance Investments Holdings Ltd. (the "Lender"), a subsidiary of
Endurance, on May 6, 2016. The 2016 Credit Facility provides the Company with an unsecured $20.0 million revolving credit facility for working capital
and general corporate purposes and expires on September 30, 2018.
Fees Incurred Pursuant to the Aforementioned Agreements
During the three month period ended March 31, 2016, the Company incurred general and administrative expenses of: (i) $0.7 million pursuant to the
Investment Management Agreement; (ii) $0.1 million pursuant to the Administrative Services Agreement; and (iii) $0.4 million pursuant to the Underwriting
and Insurance Management Agreement.
During the three month period ended March 31, 2015, the Company incurred general and administrative expenses of: (i) $0.7 million pursuant to the
Investment Management Agreement; (ii) $0.1 million pursuant to the Administrative Services Agreement; and (iii) $0.1 million pursuant to the Underwriting
and Insurance Management Agreement.
During the three month periods ended March 31, 2016 and 2015, the Company incurred fees of less than $0.1 million pursuant to Endurance's guarantee of
the Company's obligations with respect to the Guarantee Agreement. The Company did not incur any fees under the 2016 Credit Facility during the three
month periods ended March 31, 2016 and 2015. See Note 5.
As of March 31, 2016 and December 31, 2015, the Company owed Endurance $3.2 million and $2.9 million for the services performed pursuant to the
aforementioned agreements, respectively.
NOTE 8.

Commitments and Contingent Liabilities

Commitments
As of March 31, 2016 and December 31, 2015, Blue Capital had no commitments for operating leases or capital expenditures and does not expect any
material expenditures of this type during the foreseeable future.
The Company and its subsidiaries may not terminate the Investment Management Agreement, the Underwriting and Insurance Management Agreement or
the Administrative Services Agreement until the fifth anniversary of the completion of its initial public offering on November 5, 2013 (the "IPO"), whether or
not the Manager's performance results are satisfactory. Upon any termination or non-renewal of either of the Investment Management Agreement or the
Underwriting and Insurance Management Agreement (other than for a material breach by, or the insolvency of, the Manager), the Company must pay a onetime termination fee to the Manager equal to 5% of its GAAP shareholders' equity (approximately $9.0 million as of March 31, 2016).
Amounts Held in Trust for the Benefit of Ceding Companies
Blue Capital Re does not operate with a financial strength rating and, instead, fully collateralizes its reinsurance obligations through cash and cash
equivalents held in various trust funds established for the benefit of ceding companies.
As of March 31, 2016, Blue Capital Re ILS had pledged $3.1 million of its cash and cash equivalents to trust accounts established for the benefit of third
parties. As of December 31, 2015, Blue Capital Re and Blue Capital Re ILS had collectively pledged $5.1 million of their cash and cash equivalents to trust
accounts established for the benefit of third parties ($5.1 million) and Blue Water Re (less than $0.1 million). The cash and cash equivalents pledged to Blue
Water Re at December 31, 2015 represented funds that had not yet been formally transferred to a trust account to collateralize Blue Capital Re's obligations
to Blue Water Re. See Note 7. These amounts are presented on the Company's Consolidated Balance Sheets as "cash and cash equivalents."
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NOTE 8.

Commitments and Contingent Liabilities, cont'd

As of March 31, 2016 and December 31, 2015, Blue Capital had transferred $182.7 million and $195.3 million of its cash and cash equivalents,
respectively, to a trust account established by Blue Water Re for its benefit pursuant to the BW Retrocessional Agreement. See Note 7. These amounts are
presented on the Company's Consolidated Balance Sheets as "funds held by ceding companies."
Litigation
Blue Capital Re, as a reinsurer, is subject to litigation and arbitration proceedings in the normal course of its business. Such proceedings often involve
reinsurance contract disputes which are typical for the reinsurance industry. Blue Capital Re's estimates of possible losses incurred in connection with such
legal proceedings are provided for as "loss and loss adjustment expenses" on its Unaudited Consolidated Statements of Income and Comprehensive Income
and are included within "loss and loss adjustment expense reserves" on its Consolidated Balance Sheets.
The Company and its subsidiaries had no unresolved legal proceedings at March 31, 2016 and December 31, 2015.
Concentrations of Credit and Counterparty Risk
Blue Capital Re ILS's derivative instruments are subject to counterparty risk. The Company and the Manager routinely monitor this risk.
Blue Capital Re markets retrocessional and reinsurance policies worldwide through brokers. Credit risk exists to the extent that any of these brokers may
be unable to fulfill their contractual obligations to Blue Capital Re. For example, Blue Capital Re is required to pay amounts owed on claims under policies
to brokers, and these brokers, in turn, pay these amounts to the ceding companies that have reinsured a portion of their liabilities with Blue Capital Re. In
some jurisdictions, if a broker fails to make such a payment, Blue Capital Re might remain liable to the ceding company for the deficiency. In addition, in
certain jurisdictions, when the ceding company pays premiums for these policies to brokers, these premiums are considered to have been paid and the ceding
insurer is no longer liable to Blue Capital Re for those amounts, whether or not the premiums have actually been received.
Blue Capital Re remains liable for losses it incurs to the extent that any third-party reinsurer is unable or unwilling to make timely payments under
reinsurance agreements. Blue Capital Re would also be liable in the event that its ceding companies were unable to collect amounts due from underlying
third-party reinsurers.
NOTE 9.

Fair Value of Financial Instruments

GAAP requires disclosure of fair value information for certain financial instruments. For those financial instruments in which quoted market prices are not
available, fair values are estimated by discounting future cash flows using current market rates or quoted market prices for similar obligations. These
estimates are not necessarily indicative of amounts that could be realized in a current market exchange. Blue Capital carries its assets and liabilities that
constitute financial instruments on its Consolidated Balance Sheets at fair value with the exception of its outstanding borrowings under the Credit
Agreement.
At March 31, 2016 and December 31, 2015, the fair value of the Company's outstanding borrowings under the Credit Agreement, each of which were of a
short duration, approximated their carrying value of nil and $13.0 million, respectively. See Note 5.
NOTE 10.

Subsequent Event

On May 6, 2016, the Company entered into the 2016 Credit Facility which provides an unsecured $20.0 million revolving credit facility for working
capital and general corporate purposes. See Note 5.
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Item 2.

Management's Discussion and Analysis of Financial Condition and Results of Operations

General
The following is a discussion and analysis of our results of operations for the three month periods ended March 31, 2016 and 2015, and our financial
condition as of March 31, 2016 and December 31, 2015. This discussion and analysis should be read in conjunction with the unaudited consolidated
financial statements and related notes thereto included in Part I, Item 1 of this report and with our audited consolidated financial statements and related notes
thereto contained in the 2015 Form 10-K, as filed with the SEC.
Overview
We are a Bermuda reinsurance holding company which offers collateralized reinsurance in the property catastrophe market. Our principal objective is to
maximize the expected total return for our shareholders, primarily through the payment of dividends, by underwriting a diversified portfolio of short-tail
reinsurance contracts and investing in insurance-linked securities with what we believe to be attractive risk and return characteristics. We provide our
shareholders with the opportunity to own an alternative asset class whose returns we believe have historically been largely uncorrelated to those of other
asset classes, such as global equities, bonds and hedge funds.
Subject to the discretion of the Company’s board of directors (the "Board"), the Company intends to continue to distribute through dividends or
repurchases of Common Shares a minimum of 90% of its annual Distributable Income to its holders of Common Shares and RSUs. "Distributable Income," a
non-GAAP measure, means GAAP net income plus (minus) non-cash expenses (revenues) recorded in net income for the period.
The majority of our property catastrophe business is originated during the key January and June annual renewal periods.
We experienced continued competition during the January 1, 2016 renewal period, due to relatively light industry catastrophe losses experienced over the
past several years. As a result, we experienced an overall rate decrease of approximately 7% on the risks we wrote at January 1, 2016, versus those written a
year ago. Despite the competitive market conditions we currently face, through the efforts of the Manager thus far in 2016, we believe that we have achieved
preferred signings with our business partners including a shift in the profile of renewal premiums where we increased our participation in the retrocessional
quota share agreement with Endurance Bermuda and reduced the amount of other indemnity reinsurance and retro ILW business in our portfolio.
Review of Consolidated Results of Operations
We operate as a single business segment through the Company and its wholly-owned subsidiaries: (i) Blue Capital Re, a Bermuda exempted limited
liability company registered as a Class 3A insurer in Bermuda, which offers collateralized reinsurance; and (ii) Blue Capital Re ILS, a Bermuda exempted
limited liability company which conducts hedging and other investment activities in support of Blue Capital Re’s operations.
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Our consolidated results of operations for the three month periods ended March 31, 2016 and 2015 were as follows:
Three Months Ended March 31,
($ in millions)

2016

Revenues
Reinsurance premiums written
Change in net unearned reinsurance premiums
Net reinsurance premiums earned

$

Net income from derivative instruments
Total revenues
Expenses
Underwriting expenses:
Loss and LAE - current year losses
Loss and LAE - prior year losses
Reinsurance acquisition costs
General and administrative expenses
Non-underwriting expenses:
Interest expense
Total expenses
Net income and comprehensive income

$

Loss and LAE ratio
Reinsurance acquisition cost ratio
General and administrative expense ratio
GAAP combined ratio

2015

17.4
(7.1)

$

20.1
(10.3)

10.3
0.1

9.8
—

10.4

9.8

1.0
0.7
2.2
1.5

0.9
(0.1)
2.3
1.3

—

—

5.4

4.4

5.0

$

5.4

16.9%
20.7%
14.6%

8.5%
22.7%
13.4%

52.2%

44.6%

Reinsurance Premiums Written and Earned
During the three month periods ended March 31, 2016 and 2015, we wrote $17.4 million and $20.1 million of reinsurance premiums, respectively, all of
which represented indemnity reinsurance contracts relating to property catastrophe risks. The decrease in reinsurance premiums written during the first three
months of 2016, versus that of the comparable 2015 period, was primarily the result of business mix changes year over year which resulted in timing
differences in the recognition of written premiums during the year. In 2016, there was a reduction in the amount of other indemnity reinsurance and retro ILW
business renewed in January on which we recognize the entire ultimate premium at inception as written. Additionally, we increased our participation in the
retrocessional quota share agreement with Endurance Bermuda under which premiums are recorded as written uniformly over the period of the agreement.
We did not write or earn any reinstatement premiums during the three month periods ended March 31, 2016 and 2015.
Net premiums earned increased during the first three months of 2016, versus that of the comparable 2015 period due to the increased participation in the
retrocessional quota share agreement with Endurance Bermuda, partially offset by the impact of non-renewals on other contracts.
See Note 2 of the Notes to the Unaudited Consolidated Financial Statements.
Net Income (Loss) from Derivative Instruments
During the three month period ended March 31, 2016, our in-force derivative contracts included the 2016 Inward ILW Swap and the 2015 Inward ILW
Swap, respectively.
During the three month period ended March 31, 2016 and 2015, we recognized $0.1 million and less than $0.1 million of net income (loss) from derivative
instruments, respectively.
See Note 3 of the Notes to the Unaudited Consolidated Financial Statements.
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Loss and LAE
The following table summarizes the components of our consolidated loss and LAE incurred and our loss and LAE ratios for the three month periods ended
March 31, 2016 and 2015:
Three Months Ended March 31,
($ in millions)

2016

Loss and LAE incurred - current year
Loss and LAE incurred - prior year
Total loss and LAE incurred

$
$

Loss and LAE ratio

2015

1.0
0.7

$

1.7

$

16.9%

0.9
(0.1)
0.8
8.5%

During the three month period ended March 31, 2016, we established $1.0 million of loss and LAE reserves for estimated losses incurred during such
period, nearly all of which constituted IBNR reserves related to the retrocessional quota share agreement with Endurance Bermuda. There were no
individually significant known loss events that impacted us during the three month period ended March 31, 2016. In addition, during the three month period
ended March 31, 2016, we recognized $0.7 million of net adverse loss and LAE reserve development for estimated losses incurred during 2015 which
primarily resulted from December storms in the U.K.
During the three month period ended March 31, 2015, we established $0.9 million of net loss and LAE reserves for estimated losses incurred during such
period, nearly all of which constituted IBNR reserves. In addition, during the three month period ended March 31, 2015, we recognized $0.1 million of
favorable loss and LAE reserve development for estimated losses incurred during 2014.
Reinsurance Acquisition Costs
The following table summarizes our consolidated reinsurance acquisition costs and our reinsurance acquisition cost ratios for the three month periods
ended March 31, 2016 and 2015:
Three Months Ended March 31,
($ in millions)

2016

Commissions, brokerage costs, fronting fees and other
Profit commissions
Total reinsurance acquisition costs
Reinsurance acquisition cost ratio

2015

$

1.6
0.6

$

1.7
0.6

$

2.2

$

2.3

20.7%

22.7%

Our reinsurance acquisition costs, which we normally recognize over the underlying risk period of the related contracts, include commissions, brokerage
costs, fronting fees, premium taxes and excise taxes, in each case, when applicable, and are normally a set percentage of gross premiums written. Our
reinsurance acquisition costs may also include profit commissions, which are paid by reinsurers to ceding companies in the event of favorable loss
experience.
Our reinsurance acquisition costs relating to commissions, brokerage costs, fronting fees and related costs decreased in the three months ended March 31,
2016, versus the comparable 2015 period, primarily reflecting an increase in earned premium driven by the retrocessional quota share agreement and lower
earned premium from other reinsurance and retro ILW contracts. Our profit commissions incurred, which fluctuate based on our loss experience, added a
further 5.1 and 5.5 percentage points to our reinsurance acquisition cost ratios for the three month periods ended March 31, 2016 and 2015, respectively.
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General and Administrative Expenses
The following table summarizes our consolidated general and administrative expenses and our general and administrative expense ratios for the three
month periods ended March 31, 2016 and 2015:
Three Months Ended March 31,
($ in millions)

2016

Investment Management Agreement fees
Administrative Services Agreement fees
Underwriting and Insurance Management Agreement fees
Public company expenses
Total general and administrative expenses
General and administrative expense ratio

2015

$

0.7
0.1
0.4
0.3

$

0.7
0.1
0.1
0.4

$

1.5

$

1.3

14.6%

13.4%

See Note 7 of the Notes to the Unaudited Consolidated Financial Statements for further information regarding the nature of the expenses that we incur
pursuant to the agreements with the Manager and other affiliates of Endurance.
The expenses we have incurred pursuant to the Investment Management Agreement and Administrative Services Agreement have remained consistent from
period to period. During the three month period ended March 31, 2016, we incurred $0.4 million of performance fees pursuant to the Underwriting and
Insurance Management Agreement which reflects: (i) significant underwriting income during the 2016 period; and (ii) the absence of a prior period deficit in
the rolling high water mark associated with the computation of performance fees payable to the Manager which impacted the 2015 period.
Our public company expenses incurred during the periods presented consisted of director fees, corporate insurance premiums, audit fees, share-based
compensation and other expenses associated with being a publicly traded company.
Interest Expense
During the three month periods ended March 31, 2016 and 2015, we incurred interest expense on our borrowings under the Credit Agreement of less than
$0.1 million.
Income Taxes
We were not subject to income taxes in any jurisdiction during the periods presented.
Book Value Per Common Share
We ended the first quarter of 2016 with a fully converted book value per Common Share ("FCBVPS") of $20.44, an increase of 2.7% for the quarter after
taking into account dividends declared on Common Shares during the period. The increase in our book value per Common Share, after taking into account
dividends declared, was the result of strong underwriting results as evidenced by net income of $5.0 million and a GAAP combined ratio of 52.2%.
We ended the first quarter of 2015 with a FCBVPS of $20.28, an increase of 3.0% for the quarter after taking into account dividends declared on Common
Shares during the period. The increase in our book value per Common Share, after taking into account dividends declared, was the result of strong
underwriting results as evidenced by net income of $5.4 million and a GAAP combined ratio of 44.6%.
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The following table presents our computation of book value per Common Share ("BVPS") and FCBVPS as of selected balance sheet dates:
March 31, 2016

Dec. 31, 2015

March 31, 2015

Book value numerator (in millions of U.S. dollars):
$

[A] Shareholders' Equity
Book value denominators (in thousands of shares):
[B] Common Shares outstanding
RSUs outstanding

179.1

$

8,752
10
$

FCBVPS [A] / [C]
Increase in FCBVPS: (1)
From December 31, 2015
From March 31, 2015

$

8,752
10

8,762

[C] Common Shares and RSUs outstanding
BVPCS [A] / [B]

187.6

8,750
7

8,762

20.47
20.44

$

21.44
21.41

177.6

8,757
$

20.30
20.28

2.7%
11.5%

(1)
Computed as the increase in FCBVPS after taking into account dividends declared on Common Shares and RSUs of $1.54 and $2.14 during the three and twelve month
periods ended March 31, 2016, respectively.

Our computations of FCBVPS and the increase in FCBVPS are non-GAAP measures which we believe are important to our investors, analysts and other
interested parties who benefit from having an objective and consistent basis for comparison with other companies within our industry.
Exposure Management
The following discussion should be read in conjunction with Item 1A "Risk Factors" included in the 2015 Form 10-K and this quarterly report on Form 10Q, as filed with the SEC, in particular the risk factor entitled "Our stated catastrophe and enterprise-wide risk management exposures are based on estimates
and judgments which are subject to significant uncertainties."
The Manager monitors our net exposure to any one catastrophe loss event in any single zone within certain broadly defined major catastrophe zones. Our
January 1, 2016 projected net exposures by zone were in compliance with our underwriting guidelines. Namely, our projected net exposure to any one zone
was below 50% of our shareholders' equity at March 31, 2016.
These broadly defined major catastrophe zones are currently defined as follows:
North America:

Europe:

Rest of World:

U.S. - Northeast

Western Central Europe (1)

Australia

U.S. - Mid-Atlantic
U.S. - Florida

Eastern Europe
Southern Europe

New Zealand
Japan

U.S. - Gulf
U.S. - New Madrid
U.S. - Midwest

Northern Europe, Benelux
and Scandinavia
U.K. and Ireland

South America
Middle East

U.S. - California
U.S. - Hawaii
Canada - Eastern
Canada - Western
(1)

Consisting of France, Germany, Switzerland and Austria.

Single Event Losses
For certain defined catastrophe region and peril combinations, the Manager assesses the probability and likely magnitude of losses using a combination of
industry third-party models, proprietary models and underwriting judgment. The Manager attempts to model the projected net impact from a single event,
taking into account contributions from property catastrophe reinsurance (including retrocessional business), property pro-rata reinsurance and event-linked
derivative securities, offset by the net benefit of any reinsurance or derivative protections we purchase and the benefit of premiums.
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There is no single standard methodology or set of assumptions utilized industry-wide in estimating property catastrophe losses. As a result, it may be
difficult to accurately compare estimates of risk exposure among different insurance and reinsurance companies due to, among other things, underwriting
judgment, differences in modeling, modeling assumptions, portfolio composition and concentrations, and selected event scenarios.
The table that follows details our projected net impact from single event losses as of January 1, 2016 for selected zones at specified return periods using
industry-recognized third-party vendor models. It is important to note that each catastrophe model we use contains its own assumptions as to the frequency
and severity of loss events, and results may vary significantly from model to model.
Since the Manager utilizes a combination of third-party models, its own proprietary models and underwriting judgment to project the net impact from
single event losses, our internal projections may be higher or lower than those presented in the table below:
Net Impact from Single Event Losses at Specified Return Periods
Net Impact
(Millions)

U.S. - Florida hurricane
Japan earthquake
California earthquake
All other zones

$

Return Period(1)

61
32
29

1 in 100 year
1 in 250 year
1 in 250 year

Percentage of March 31, 2016
Shareholders’ Equity

34%
18%
16%
less than 15%

(1) A "100-year" return period can also be referred to as the 1.0% occurrence exceedance probability ("OEP"), meaning there is an estimated 1.0% chance in any given year that this
level will be exceeded. A "250-year" return period can also be referred to as the 0.4% OEP, meaning there is an estimated 0.4% chance in any given year that this level will be
exceeded.

Our January 1, 2016 projected single event loss exposures were within our underwriting guidelines. Namely, the projected net impact from any one
catastrophe loss event (excluding earthquake) at the 1 in 100 year return period for any one zone did not exceed 35% of our shareholders' equity at March 31,
2016, and the projected net impact from any one earthquake loss event at the 1 in 250 year return period for any zone did not exceed 35% of our
shareholders' equity at March 31, 2016.
Our projections of the net impact from single event losses may vary considerably within a particular territory depending on the specific characteristics of
the event.
Given the limited availability of reliable historical data, there is a great deal of uncertainty with regard to the accuracy of any catastrophe model,
especially when contemplating longer return periods.
Our single event loss estimates represent snapshots as of January 1, 2016. The composition of our in-force portfolio may change materially at any time due
to the acceptance of new policies, losses incurred, the expiration of existing policies and changes in our ceded reinsurance and derivative protections. There
were no material changes made to the composition of our in-force portfolio from January 1, 2016 to March 31, 2016.
Liquidity and Capital Resources
Liquidity
The Company has no operations of its own and relies on dividends and distributions from Blue Capital Re to pay its expenses and to repay its outstanding
borrowings under the Credit Agreement, as well as to fund the payment of any dividends to its shareholders or share repurchase programs. The ability of Blue
Capital Re to pay dividends is dependent on its ability to meet the requirements of applicable Bermuda law and regulations. Under Bermuda law, Blue
Capital Re may not declare or pay a dividend to the Company if there are reasonable grounds for believing that Blue Capital Re is, or would after the
payment be, unable to pay its liabilities as they become due, or the realizable value of Blue Capital Re's assets would thereby be less than the aggregate of its
liabilities and its issued share capital and share premium accounts. Further, Blue Capital Re, as a regulated insurance company in Bermuda, is subject to
additional regulatory restrictions on the payment of dividends or distributions. As of March 31, 2016, Blue Capital Re could pay a dividend or return
additional paid-in capital totaling approximately $24.0 million (December 31, 2015 – $50.6 million) without prior regulatory approval based upon the
Bermuda insurance and corporate regulations.
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The primary sources of cash for the Company's operating subsidiaries are capital contributions, premium collections, issuances of and net income from
insurance-linked securities and reinsurance recoveries. The primary uses of cash for the Company's operating subsidiaries are payments of loss and LAE
reserves, reinsurance acquisition costs, general and administrative expenses, ceded reinsurance, purchases of and net losses from insurance-linked securities
and dividends and distributions.
As of March 31, 2016, we held $8.2 million of cash and cash equivalents of which: (i) $3.1 million was pledged to trust accounts established for the benefit
of third parties; and (ii) $5.1 million represented unencumbered cash on hand.
On May 1, 2015, we renewed and amended our 364-day Credit Agreement which permitted us to borrow up to $20.0 million on a revolving basis for
working capital and general corporate purposes. The Credit Agreement expired on April 29, 2016.
As of March 31, 2016, we had no outstanding borrowings under the Credit Agreement. See Note 5 of the Notes to the Unaudited Consolidated Financial
Statements.
The Credit Agreement contained covenants that limited the Company's ability to, among other things, grant liens on its assets, sell assets, merge or
consolidate, incur debt and enter into certain transactions with affiliates. The Credit Agreement also contained covenants that required: (i) the Company to
maintain a debt to total capitalization ratio of less than or equal to 22.5%; (ii) the Company to maintain a consolidated tangible net worth of no less than
70% of its consolidated tangible net worth as of May 2, 2014 (the original closing date of the Credit Agreement); (iii) Endurance to maintain a debt to total
capitalization ratio of less than 35.0%; (iv) Endurance to maintain a consolidated tangible net worth of no less than $1.8 billion; and (v) each of Endurance's
regulated insurance subsidiaries that has a claims paying rating from A.M. Best to maintain a rating of at least "B++." If the Company or Endurance failed to
comply with any of these covenants, the lender could have revoked the facility and exercised remedies against the Company or Endurance. As of March 31,
2016, the Company and Endurance were in compliance with all of their respective covenants associated with the Credit Agreement.
On May 6, 2016, the Company entered into a credit facility (the "2016 Credit Facility") with Endurance Investments Holdings Ltd. (the "Lender"), a
wholly-owned subsidiary of Endurance. The 2016 Credit Facility provides the Company with an unsecured $20.0 million revolving credit facility for
working capital and general corporate purposes and expires on September 30, 2018. The 2016 Credit Facility replaces the Credit Agreement and related
Guarantee Agreement which expired on April 29, 2016. Borrowings under the 2016 Credit Facility bear interest, set at the time of the borrowing, at a rate
equal to the applicable LIBOR rate plus 150 basis points. A one-time fee of $20,000 was due to the Lender in connection with establishing the 2016 Credit
Facility. The 2016 Credit Facility contains covenants that limit the Company’s ability, among other things, to grant liens on its assets, sell assets, merge or
consolidate, or incur debt. If the Company fails to comply with any these covenants, the Lender could revoke the facility and exercise remedies against the
Company. In addition, in the event of a default in the performance of any of the agreements or covenants under certain management agreements with the
Manager by the Company, the Lender has the right to terminate the 2016 Credit Facility.
During the three month period ended March 31, 2016, we declared: (i) a special dividend with respect to 2015 of $1.24 per Common Share and RSU,
which was paid on March 15, 2016; and (ii) a first quarter 2016 regular dividend of $0.30 per Common Share and RSU, which was paid on April 15, 2016.
The total dollar amount of dividends paid during the three month period ended March 31, 2016 was $10.9 million.
We intend to continue to distribute a minimum of 90% of annual Distributable Income by making quarterly dividend payments for each of the first three
fiscal quarters of each fiscal year, followed by either repurchases of Common Shares or payment of a fourth "special" dividend after the end of our fiscal year.
Any future determination to pay dividends or repurchase Common Shares will remain at the discretion of the Board and will be dependent upon many factors,
including: (i) our financial condition, liquidity, results of operations (including our ability to generate cash flow in excess of our expenses) and capital
requirements; (ii) general business conditions, (iii) legal, tax and regulatory limitations; (iv) contractual prohibitions and other restrictions; (v) trading price
of the Company's Common Shares as compared to the Company's book value per share; and (vi) any other factors that the Board deems relevant. We currently
expect that our dividends will be subject to customary dividend tax treatment in the U.S., but if our total dividends paid during any given year exceed our
current and accumulated earnings and profits as of the end of such year (determined under U.S. tax principles), a portion of our dividends paid in that year
will be treated: (i) first, as a nontaxable return of capital, to the extent of a shareholder’s tax basis in Common Shares (on a dollar-for-dollar basis); and
(ii) subsequently, as capital gain.
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Capital Resources
Our total shareholders' equity (or total capital) was $179.1 million and $187.6 million as of March 31, 2016 and December 31, 2015, respectively. Our
total capital decreased during the three month period ended March 31, 2016 as a result of recording net income of $5.0 million offset by the declaration of
$13.5 million in dividends to holders of Common Shares and RSUs.
We do not consider our short-term borrowings outstanding under the Credit Agreement to be a component of our capital structure.
We may need to raise additional capital in the future, by issuing new debt, equity or hybrid securities, in order to enable us to, among other things: write
new business; enter into other reinsurance opportunities; cover or pay losses; manage working capital requirements; repurchase Common Shares; respond to,
or comply with, any changes in the capital requirements, if any, that the BMA or other regulatory bodies may require; acquire new businesses; or invest in
existing businesses. We intend to rely on future offerings of Common Shares to raise additional equity capital; however, we cannot assure you that we will be
able to successfully raise additional capital. In the event that we incur indebtedness for any of these purposes or other purposes, we intend to limit our
borrowing to an amount no greater than 50% of our shareholders' equity at the time of the borrowing. However, subject to the approval of the Board, we may
borrow an amount in excess of 50% of our shareholders’ equity at the time of the borrowing.
The issuance of any new debt, equity or hybrid securities might be on terms and conditions that are unfavorable to our shareholders. Any new issuances of
equity or hybrid securities could include the issuance of securities with rights, preferences and privileges that are senior or otherwise superior to those of
Common Shares and could be dilutive to our existing shareholders. Any new debt securities may contain terms that materially restrict our operations,
including our ability to distribute cash to our shareholders. In addition, if we cannot obtain adequate capital on favorable terms, or at all, our business could
be adversely affected.
Collateral Requirements and Restrictions
Each of the reinsurance contracts that Blue Capital Re writes is required to be fully-collateralized by cash and cash equivalents or funds held by
reinsurance companies. This collateral is not available to Blue Capital Re for any other purpose until the expiration of the applicable reinsurance contract (or,
in the event of a covered loss, the resolution of such loss under the applicable contract).
Each industry loss warranty contract that Blue Capital Re ILS issues is required to be fully-collateralized by cash and cash equivalents. This collateral is
not available to Blue Capital Re ILS for any other purpose until the expiration of the applicable industry loss warranty contract (or, in the event of a covered
loss, the resolution of such loss under the contract).
Contractual Obligations and Commitments
As of March 31, 2016, we had no outstanding borrowings under the Credit Agreement. See Note 5 of the Notes to the Unaudited Consolidated Financial
Statements.
The Company and its operating subsidiaries have entered into the Investment Management Agreement, the Underwriting and Insurance Management
Agreement and the Administrative Services Agreement with the Manager and the 2016 Credit Facility with the Lender.
Investment Management Agreement. Pursuant to the Investment Management Agreement, we are obligated to pay the Manager a management fee (the
"Management Fee") equal to 1.5% of our average total shareholders' equity (as defined in the Investment Management Agreement) per annum, calculated and
payable in arrears in cash each quarter (or part thereof) that the Investment Management Agreement is in effect.
As of March 31, 2016, our total shareholders' equity was $179.1 million. Assuming that our average total shareholders' equity remains at this level in
future periods, we would expect to pay the Manager a Management Fee of approximately $2.7 million per year pursuant to this agreement.
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Underwriting and Insurance Management Agreement. Pursuant to the Underwriting and Insurance Management Agreement, we are obligated to pay the
Manager a performance fee (the "Performance Fee") which is equal to 20% of our pre-tax, pre-Performance Fee income over a hurdle amount (as defined in the
Underwriting and Insurance Management Agreement) and payable in arrears in cash each quarter (or part thereof) that such agreement is in effect.
Since the Underwriting and Insurance Management Agreement is dependent on our future performance, we are unable to determine the amount of
Performance Fees we would expect to pay the Manager in future periods pursuant to this agreement. During the first three months of 2016, we incurred $0.4
million in Performance Fees pursuant to this agreement.
Administrative Services Agreement. Pursuant to the Administrative Services Agreement, we are obligated to reimburse the Manager for various fees,
expenses and other costs in connection with the services provided under the terms of this agreement, including the services of our CFO, modeling software
licenses and finance, legal and administrative support.
We currently expect to pay the Manager approximately $0.6 million per year in future periods pursuant to this agreement.
Credit Facility Agreement. The 2016 Credit Facility provides the Company with an unsecured $20.0 million revolving credit facility for working capital
and general corporate purposes and expires on September 30, 2018.
Borrowings under the 2016 Credit Facility will bear interest, set at the time of the borrowing, at a rate equal to the LIBOR rate plus 150 basis points. Upon
consummation of the 2016 Credit Facility, a one-time fee of $20,000 was due to the Lender in connection with the set-up of the facility.
Certain Termination Provisions Associated with the Foregoing Agreements. We may not terminate the Investment Management Agreement, the
Underwriting and Insurance Management Agreement or the Administrative Services Agreement for five years after the completion of the IPO, whether or not
the Manager’s performance results are satisfactory. Upon any termination or non-renewal of either of the Investment Management Agreement or the
Underwriting and Insurance Management Agreement (other than for a material breach by, or the insolvency of, the Manager), we must pay a one-time
termination fee to the Manager equal to 5% of our GAAP shareholders' equity, calculated as of the most recently completed quarter prior to the date of
termination. In addition, if the Investment Management Agreement, the Underwriting and Insurance Management Agreement, or the Administrative Services
Agreement is terminated for any reason, the Lender may terminate the 2016 Credit Facility and we would be required to repay any outstanding amounts
under the 2016 Credit Facility.
As of March 31, 2016, if we were to terminate either the Investment Management Agreement or the Underwriting and Insurance Management Agreement,
we would be required to pay the Manager a one-time termination fee of approximately $9.0 million.
Neither the Company nor its operating subsidiaries had any commitments for operating leases or capital expenditures at March 31, 2016 and neither the
Company nor its operating subsidiaries expect any material expenditures of this type during the next 12 months or for the foreseeable future.
Off-Balance Sheet Arrangements
As of March 31, 2016, we were not subject to any off-balance sheet arrangements that we believe are material to our investors.
Cash Flows
Three Months Ended March 31,
($ in millions)

2016

Net cash provided by operating activities
Net cash used in financing activities
Net increase (decrease) in cash and cash equivalents

$

2015

26.0
(23.9)

$

2.1
6.1

Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

$

8.2

6.2
(9.8)
(3.6)
11.5

$

7.9

We experienced a net increase of $2.1 million and a net decrease of $3.6 million in our cash and cash equivalents during the three month periods ended
March 31, 2016 and 2015, respectively.
25

Table of Contents

During the three month period ended March 31, 2016, our premium collections and other operating activities exceeded our transfers of cash and cash
equivalents into trusts established by Blue Water Re and payments of general and administrative expenses by $26.0 million. We also paid $10.9 million in
dividends to holders of Common Shares and RSUs and repaid $13.0 million under the Credit Agreement during the period.
During the three month period ended March 31, 2015, our premium collections and other operating activities exceeded our transfers of cash and cash
equivalents into trusts established by Blue Water Re and payments of general and administrative expenses by $6.2 million. We also paid $5.8 million in
dividends to holders of Common Shares and RSUs and repaid $4.0 million under the Credit Agreement during the period.
Summary of Critical Accounting Policies and Estimates
Our Unaudited Consolidated Financial Statements have been prepared in accordance with GAAP. The preparation of our financial statements requires us to
make estimates and assumptions that affect the reported and disclosed amounts of our assets and liabilities as of the balance sheet dates and the reported
amounts of our revenues and expenses during the reporting periods. We believe the items that require the most subjective and complex estimates are: (i) our
loss and LAE reserves; and (ii) our written and earned reinsurance premiums. In addition, we qualify as an "emerging growth company" under the Jumpstart
Our Business Startups Act of 2012 (the "JOBS Act"), which significantly affects certain of our reporting requirements.
Our accounting policies for these items are of critical importance to our Unaudited Consolidated Financial Statements.
Loss and LAE Reserves
As of March 31, 2016 our best estimate for gross and net unpaid loss and LAE reserves was $5.1 million, with IBNR representing approximately 54% of
such reserves.
Our reserving methodology does not lend itself well to a statistical calculation of a range of estimates surrounding the best point estimate of our loss and
loss adjustment expense reserves. Due to the low frequency and high severity nature of claims within much of our business, our reserving methodology
principally involves arriving at a specific point estimate for the ultimate expected loss on a contract by contract basis, and our aggregate loss reserves are the
sum of the individual loss reserves established.
Further information regarding our loss and LAE reserve estimates is included in the section entitled "Summary of Critical Accounting Policies and
Estimates" in Item 7 "Management's Discussion and Analysis of Financial Condition and Results of Operations" included in the 2015 Form 10-K, as filed
with the SEC.
Written and Earned Reinsurance Premiums
During the three month periods ended March 31, 2016 and 2015, we wrote $17.4 million and $20.1 million in reinsurance premiums, respectively, and
earned reinsurance premiums of $10.3 million and $9.8 million, respectively.
For reinsurance contracts which incorporate minimum premium amounts, we typically write the entire ultimate premium at inception, and earn the
associated premium after the premium is written over the term of the contract. For reinsurance contracts which do not incorporate minimum premium
amounts, we typically write the premium over the term of the contract, and earn the associated premium in the same periods that the premium is written.
Subsequent adjustments of written premium, based on reports of actual premium by the ceding companies, or revisions in estimates of ultimate premium,
are recorded in the period in which they are determined. Such adjustments are generally determined after the associated risk periods have expired, in which
case the premium adjustments are fully written when earned.
Detailed information regarding our written and earned reinsurance premiums is included in the section entitled "Summary of Critical Accounting Policies
and Estimates" in Item 7 "Management's Discussion and Analysis of Financial Condition and Results of Operations" included in the 2015 Form 10-K, as
filed with the SEC.
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JOBS Act
The JOBS Act contains provisions that, among other things, reduce certain reporting requirements for an emerging growth company. As an emerging
growth company, we are electing not to take advantage of the extended transition period afforded by the JOBS Act for the implementation of new or revised
accounting standards, and as a result, we will comply with new or revised accounting standards on the relevant dates on which adoption of such standards is
required for non-emerging growth companies. Section 107 of the JOBS Act provides that our decision not to take advantage of the extended transition period
is irrevocable.
We have also determined that, as an emerging growth company, we will not: (i) provide an auditor's attestation report on our system of internal controls
over financial reporting pursuant to Section 404(b); (ii) provide all of the compensation disclosure that may be required of non-emerging growth public
companies under the Dodd-Frank Wall Street Reform and Consumer Protection Act; (iii) comply with any requirement that may be adopted by the Public
Company Accounting Oversight Board regarding mandatory audit firm rotation or a supplement to the auditor's report providing additional information
about the audit and the financial statements; or (iv) disclose certain executive compensation-related items such as the correlation between executive
compensation and performance and comparisons of our CEO's compensation to median employee compensation.
We will continue to be an emerging growth company until the earliest of: (i) the last day of the fiscal year during which we had total annual gross revenues
of at least $1.0 billion (as indexed for inflation); (ii) the last day of the fiscal year following the fifth anniversary of the date of the IPO; (iii) the date on which
we have, during the previous three-year period, issued more than $1.0 billion in non-convertible debt; and (iv) the date on which we are deemed to be a "large
accelerated filer," as defined under the Exchange Act.
Since we have elected not to take advantage of the extended transition period afforded by the JOBS Act for the implementation of new or revised
accounting standards, our Unaudited Consolidated Financial Statements may not be comparable to those emerging growth companies that have chosen to
take advantage of the extended transition period afforded by the JOBS Act.
Item 3. Quantitative and Qualitative Disclosures about Market Risk.
Refer to the 2015 Form 10-K, as filed with the SEC, and in particular Item 7A - "Quantitative and Qualitative Disclosures about Market Risk." As of
March 31, 2016, there were no material changes to our market risks as described in the 2015 Form 10-K, as filed with the SEC.
Item 4. Controls and Procedures.
Evaluation of Disclosure Controls and Procedures
a) Disclosure Controls and Procedures. The Company's management, with the participation of the Company's CEO and CFO, has evaluated the effectiveness
of the Company's disclosure controls and procedures (as such term is defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as
amended (the "Exchange Act")) as of the end of the period covered by this report. Based on such evaluation, the Company's CEO and CFO have concluded
that, as of the end of such period, the Company's disclosure controls and procedures are effective in recording, processing, summarizing and reporting, on a
timely basis, information required to be disclosed by the Company in the reports that it files or submits under the Exchange Act.
(b) Internal Control Over Financial Reporting. There have not been any changes in the Company's internal control over financial reporting (as such term is
defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act) during the Company's first fiscal quarter that have materially affected, or are reasonably
likely to materially affect, the Company's internal control over financial reporting.
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PART II - OTHER INFORMATION
Item 1.

Legal Proceedings.

We may be party to various legal proceedings generally arising in the ordinary course of our business. Pursuant to our reinsurance agreements, disputes are
generally required to be finally settled by arbitration. Currently, there is no litigation pending or, to the knowledge of management, contemplated against us
or any of our officers or directors in their capacity as such.
Item 1A. Risk Factors.
Before investing in any of our securities, you should carefully consider the risk factors and all other information set forth in our 2015 Form 10-K. There
have been no material changes to the risk factors disclosed in Item 1A. Risk Factors in our 2015 Form 10-K.
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.
(a)

None.

(b)

None.

(c)

None.

Item 3. Defaults upon Senior Securities.
None.
Item 4. Mine Safety Disclosures.
Not applicable.
Item 5. Other Information.
(a) None.
(b) None.
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Item 6. Exhibits.
The exhibits followed by an asterisk (*) indicate exhibits physically filed with this Quarterly Report on Form 10-Q. All other exhibit numbers indicate
exhibits filed by incorporation by reference or otherwise.
Exhibit
Number

Description of Document

10

Credit Facility Agreement, dated May 6, 2016, between Blue Capital Reinsurance Holdings Ltd, and Endurance Investments Holdings
Ltd. (*)

11

Statement Re: Computation of Per Share Earnings (included as Note 4 of the Notes to the Unaudited Consolidated Financial
Statements).

31.1

Certification of Adam Szakmary, CEO of Blue Capital Reinsurance Holdings Ltd., pursuant to Rules 13a-14(a) and 15d-14(a) under
the Securities Exchange Act of 1934, as amended. (*)

31.2

Certification of Greg A. Garside, CFO of Blue Capital Reinsurance Holdings Ltd., pursuant to Rules 13a-14(a) and 15d-14(a) under the
Securities Exchange Act of 1934, as amended. (*)

32

101

Certifications of Adam Szakmary and Greg A. Garsidee, CEO and CFO, respectively, of Blue Capital Reinsurance Holdings Ltd.,
pursuant to 18 U.S.C. Section 1350. (*)
The following materials from the Company's Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2016, formatted
in XBRL (eXtensible Business Reporting Language): (i) the Consolidated Balance Sheets as at March 31, 2016 (unaudited) and
December 31, 2015; (ii) the Unaudited Consolidated Statements of Income and Comprehensive Income; (iii) the Unaudited
Consolidated Statements of Changes in Shareholders' Equity; (iv) the Unaudited Consolidated Statements of Cash Flows; and (v) the
Notes to the Unaudited Consolidated Financial Statements. (*)

SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.
BLUE CAPITAL REINSURANCE HOLDINGS LTD.

May 9, 2016
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By:

/s/ GREG A. GARSIDE

Name:
Title:

Greg A. Garside
Chief Financial Officer
(Principal Financial Officer)

Exhibit 10

CREDIT AGREEMENT
dated as of
May 6, 2016
between
BLUE CAPITAL REINSURANCE HOLDINGS LTD.
as the Company,
and
ENDURANCE INVESTMENTS HOLDINGS LTD.
as the Lender
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CREDIT AGREEMENT dated as of May 6, 2016, among BLUE CAPITAL REINSURANCE HOLDINGS LTD.
(the “Company”), and Endurance Investments Holdings Ltd. (the “Lender”).
The Company has requested that the Lender provide a revolving credit facility and the Lender is willing to do so on the
terms and conditions set forth herein. In consideration of the mutual covenants and agreements herein contained, the parties hereto
agree as follows:
ARTICLE I.
DEFINITIONS
Section 1.01 Defined Terms. As used in this Agreement, the following terms have the meanings specified below:
“Affiliate” means, as to any Person, another Person that directly, or indirectly through one or more intermediaries,
Controls or is Controlled by or is under common Control with the Person specified.
“Control” means the possession, directly or indirectly, of the power to direct or cause the direction of the management
or policies of a Person, whether through the ability to exercise voting power, by contract or otherwise. “Controlling” and “Controlled”
have meanings correlative thereto.
“Agreement” means this Credit Agreement.
“Agreement Currency” has the meaning assigned to such term in Section 8.17.
“Anti-Corruption Laws” is defined in Section 3.20.

“Anti-Terrorism Laws” is defined in Section 3.19.
“Authority” means any of the United Nations, the European Union, Her Majesty’s Treasury, any European Union
member state, the Office of Foreign Assets Control of the U.S. Treasury Department (“ OFAC”) or any other United States
government entity, the State Secretariat for Economic Affairs (“ SECO”) of Switzerland, the Hong Kong Monetary Authority
(“HKMA”), the Monetary Authority of Singapore (“MAS”) and/or any other body notified in writing by the Lender to the Company
from time to time.
“Availability Period” means the period from and including the Closing Date to the Commitment Termination Date.
“Balance Sheet Date” means December 31, 2015.
“Bankruptcy Code” means Title 11 of the United States Code entitled “Bankruptcy”.
“Base Rate” means, for any day, a rate per annum equal to the higher of (a) the Prime Rate in effect on such day and
(b) the Federal Funds Effective Rate in effect on such day plus 0.50%.
1945963.02-NYCSR07A - MSW

Any change in the Base Rate due to a change in the Prime Rate or the Federal Funds Effective Rate shall be effective from and
including the effective date of such change in the Prime Rate or the Federal Funds Effective Rate, respectively.
“Business Day” means any day that is not a Saturday, Sunday or other day on which commercial banks are authorized
to close under the Laws of, or are in fact closed in, Bermuda, New York City, or London, England.
“Capital Lease Obligation” means, as to any Person, the obligations of such Person to pay rent or other amounts under
any lease which is required to be classified and accounted for as a capital lease on a balance sheet of such Person in accordance with
GAAP. For purposes of this Agreement, the amount of such Capital Lease Obligation shall be the capitalized amount thereof
determined in accordance with GAAP.
“Capital Stock” means, with respect to any Person, all of the shares of capital stock of (or other ownership or profit
interests in) such Person, all of the warrants, options or other rights for the purchase or acquisition from such Person of shares of capital
stock of (or other ownership or profit interests in) such Person, all of the securities convertible into or exchangeable for shares of capital
stock of (or other ownership or profit interests in) such Person or warrants, rights or options for the purchase or acquisition from such
Person of such shares (or such other interests), and all of the other ownership or profit interests in such Person (including partnership,
member or trust interests therein), whether voting or nonvoting, and whether or not such shares, warrants, options, rights or other
interests are outstanding on any date of determination.
“Change of Control” means (a) any sale, lease, exchange or other transfer (in one transaction or a series of related
transactions) of all, or substantially all, of the assets of the Company; (b) the Manager ceases to manage the investments of the
Company or (c) the Manager ceases to manage the operational and underwriting activities of the Reinsurer.
“Change in Law” means the occurrence, after the date of this Agreement, of any of the following: (a) the adoption or
taking effect of any Law, rule, regulation or treaty, (b) any change in any Law, rule, regulation or treaty or in the administration,
interpretation, implementation or application thereof by any Governmental Authority or (c) the making or issuance of any request, rule,
guideline or directive (whether or not having the force of law) by any Governmental Authority; provided that, notwithstanding
anything herein to the contrary, (i) the Dodd-Frank Wall Street Reform and Consumer Protection Act and all requests, rules, guidelines
or directives thereunder or issued in connection therewith and (ii) all requests, rules, guidelines or directives promulgated by the Bank
for International Settlements, the Basel Committee on Banking Supervision (or any successor or similar authority) or the United States
or foreign regulatory authorities, in each case, pursuant to Basel III, shall in each case be deemed to be a “Change in Law”, regardless
of the date enacted, adopted or issued.
“Closing Date” means the first date on which all the conditions precedent in Section 4.01 are satisfied or waived in
accordance with Section 8.02.
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“Commitment” means the Lender’s obligation to make Loans, in an aggregate stated amount at any one time
outstanding not to exceed the Commitment Amount.
“Commitment Amount” means $20,000,000.
“Commitment Fee” has the meaning assigned to such term in Section 2.10.
“Commitment Termination Date” means the earlier of (a) September 30, 2018 and (b) the date of termination of all of
the Commitment Amount pursuant to Section 2.08 or Section 7.01.
“Company” is defined in the Preamble.
“Compliance Certificate” means a certificate substantially in the form of Exhibit D.
“Contingent Liability” means any agreement, undertaking or arrangement by which any Person (outside the ordinary
course of business) guarantees, endorses, acts as surety for or otherwise becomes or is contingently liable for (by direct or indirect
agreement, contingent or otherwise, to provide funds for payment by, to supply funds to, or otherwise to invest in, a debtor, or
otherwise to assure a creditor against loss) the Debt, obligation or other liability of any other Person (other than by endorsements of
instruments in the course of collection), or for the payment of dividends or other distribution upon the shares of any other Person or
undertakes or agrees (contingently or otherwise) to purchase, repurchase, or otherwise acquire or become responsible for any Debt,
obligation or liability or any security therefor, or to provide funds for the payment or discharge thereof (whether in the form of loans,
advances, stock purchases, capital contributions or otherwise) or to maintain solvency, assets, level of income, or other financial
condition of any other Person, or to make payment or transfer property to any other Person other than for fair value received; provided,
however, that obligations of the Insurance Subsidiaries under Primary Policies or Reinsurance Agreements which are entered into in
the ordinary course of business (including security posted by each of the Insurance Subsidiaries in the ordinary course of its business to
secure obligations thereunder) shall not be deemed to be Contingent Liabilities of such Insurance Subsidiary for the purposes of this
Agreement. The amount of any Person’s obligation under any Contingent Liability shall (subject to any limitation set forth therein) be
deemed to be the lesser of (i) the outstanding principal amount (or maximum permitted principal amount, if larger) of the Debt,
obligation or other liability guaranteed or supported thereby and (ii) the maximum stated amount so guaranteed or supported.
“Debt” means, with respect to any Person, at any date, without duplication, (a) all obligations of such Person for
borrowed money or in respect of loans or advances; (b) all obligations of such Person evidenced by bonds, debentures, notes or other
similar instruments; (c) all obligations in respect of (i) letters of credit which have been drawn but not reimbursed by the Person for
whose account such letter of credit was issued within the later of (x) three (3) Business Days and (y) the applicable cure period and (ii)
bankers’ acceptances issued for the account of such Person; (d) all Capital Lease Obligations of such Person; (e) all Hedging
Obligations of such Person; (f) to the extent required to be included as liabilities in accordance with GAAP, all obligations of such
Person to pay the deferred purchase price of property or services; (g) Debt of such Person secured by a
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Lien on property owned or being purchased by such Person (including Debt arising under conditional sales or other title retention
agreements) whether or not such Debt is limited in recourse; (h) any Debt of another Person secured by a Lien on any assets of such
first Person, whether or not such Debt is assumed by such first Person (it being understood that if such Person has not assumed or
otherwise become personally liable for any such Debt, the amount of the Debt of such Person in connection therewith shall be limited
to the lesser of the face amount of such Debt and the fair market value of all property of such Person securing such Debt); (i) any Debt
of a partnership or in which such Person is a general partner unless such debt is nonrecourse to such Person; and (j) all Contingent
Liabilities of such Person in connection with the foregoing; provided that, notwithstanding anything to contrary contained herein, Debt
shall not include (x) unsecured current liabilities incurred in the ordinary course of business and paid within ninety (90) days after the
due date (unless contested diligently in good faith by appropriate proceedings and reserved against in conformity with GAAP) other
than liabilities that are for money borrowed or are evidenced by bonds, debentures, notes or other similar instruments or (y) any
obligations of such Person under any Reinsurance Agreement or any Primary Policy.
“Debtor Relief Laws” means the Bankruptcy Code, and all other liquidation, conservatorship, bankruptcy, assignment
for the benefit of creditors, moratorium, rearrangement, receivership, insolvency, reorganization, or similar debtor relief Laws of the
United States, Bermuda or other applicable jurisdictions from time to time in effect and affecting the rights of creditors generally.
“Default” means any event or condition that constitutes an Event of Default or that, with the giving of any notice, the
passage of time, or both, would be an Event of Default.
“Default Rate” means an interest rate equal to (a) the applicable interest rate plus (b) 2% per annum, to the fullest extent
permitted by applicable Laws.
“Dollar” and “$” mean lawful money of the United States.
“ERISA” means the Employee Retirement Income Security Act of 1974 and the regulations promulgated and rulings
issued thereunder.
“Event of Default” has the meaning assigned to such term in Article VII.
“Excluded Taxes” means, with respect to any payment made by or on account of any obligation of the Company under
any Loan Document, any of the following Taxes imposed on or with respect to the Lender or required to be withheld or deducted from
a payment to the Lender: (a) income or franchise Taxes imposed on (or measured by) net income by the jurisdiction under the Laws of
which the Lender is organized or in which its principal office is located or in which its applicable lending office is located, (b) any
branch profits Taxes or any similar Taxes imposed by a jurisdiction described in clause (a) of this definition, (c) Taxes attributable to
the Lender’s failure to deliver to the Company such properly completed and executed documentation as will permit payments under
any Loan Document to be made without withholding or at a reduced rate of withholding, or (d) any withholding Taxes imposed
pursuant to a law in effect on the date on which (i) such Lender (other than the Lender on the Closing Date) becomes a party hereto
(other than
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pursuant to an assignment request by the Company under Section 2.17) or (ii) such Lender changes its lending office, except in each
case to the extent that (x), pursuant to Section 2.13, amounts with respect to such Taxes were payable either to such Lender’s assignor
immediately before such Lender became a party hereto or to such Lender immediately before it changed its lending office or (y) any
such taxes arise in connection with or as a result of a change in jurisdiction of organization of the Company.
“Federal Funds Effective Rate” means, for any day, the weighted average (rounded upwards, if necessary, to the next
1/100 of 1%) of the rates on overnight Federal funds transactions with members of the Federal Reserve System arranged by Federal
funds brokers, as published by the Federal Reserve Bank of New York on the Business Day next succeeding such day; provided that
if such day is not a Business Day, the Federal Funds Effective Rate for such day shall be such rate on such transactions on the next
preceding Business Day as so published on the next succeeding Business Day.
“Federal Reserve Board” means the Board of Governors of the Federal Reserve System of the United States.
“Foreign Benefit Plan” means any employee benefit plan, pension plan or welfare plan not subject to ERISA which is
maintained or contributed to for the benefit of the employees of Company or any of its Subsidiaries which, under applicable Law, (a) is
required to be funded through a trust or similar funding vehicle or (b) creates or could result in a Lien on any property of the Company
or any of its Subsidiaries.
“Freely Transferable” means securities which are freely transferable and traded in established and recognized markets
and as to which there are readily available price quotations.
“GAAP” means principles that are (i) consistent with the principles promulgated or adopted by the Financial
Accounting Standards Board and its predecessors, as in effect from time to time, and (ii) consistently applied with past financial
statements of the Company adopting the same principles, provided that in each case referred to in this definition of “GAAP” a certified
public accountant would, insofar as the use of such accounting principles is pertinent, be in a position to deliver an unqualified opinion
(other than a qualification regarding changes in GAAP) as to financial statements in which such principles have been properly applied.
“Governmental Authority” means any nation or government, or any state or other political subdivision thereof, and any
agency, authority, instrumentality, regulatory body, court, administrative tribunal, central bank or other entity exercising executive,
legislative, judicial, taxing, regulatory or administrative powers or functions of or pertaining to government (including any supranational bodies such as the European Union or the European Central Bank).
“Hedging Obligations” means, with respect to any Person, the liability of such Person under any futures contract or
options contract, interest rate swap agreements or interest rate collar agreements and all other agreements or arrangements (other than
Retrocession Agreements) designed to protect such Person against fluctuations in interest rates or currency exchange rates. Debt under
a Hedging Obligation shall be the amount of such Person’s net obligation, if any, under
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each hedging agreement (determined on the mark-to-market value for such agreement based upon a readily available quotation
provided by a recognized dealer in such type of hedging agreement).
“Indemnified Liabilities” has the meaning assigned to such term in Section 8.03(b).
“Indemnified Taxes” means (a) Taxes, other than Excluded Taxes, imposed on or with respect to any payment made by
or on account of any obligation of the Company under any Loan Document and (b) to the extent not otherwise described in clause (a),
Other Taxes.
“Indemnitee” has the meaning assigned to such term in Section 8.03(b).
“Information” has the meaning assigned to such term in Section 8.12.
“Insurance Subsidiary” means each Subsidiary of the Company which is licensed by any Governmental Authority to
engage in the insurance business as a risk bearing entity.
“Interest Election Request” means a request by the Company to convert or continue a Loan in accordance with
Section 2.04, which, when in writing, shall be substantially in the form of Exhibit B (or such other form as the Lender may approve).
“Interest Payment Date” means the last day of each Interest Period therefor and, in the case of any Interest Period of
more than three months’ duration, each day prior to the last day of such Interest Period that occurs at three‑month intervals after the first
day of such Interest Period, and the Commitment Termination Date.
“Interest Period” means, as to any Loan, the period commencing on the date of such Loan and ending on the
numerically corresponding day in the calendar month that is one, two, three or six months thereafter, as specified in the applicable
Loan Request or Interest Election Request; provided that (i) if any Interest Period would end on a day other than a Business Day, such
Interest Period shall be extended to the next succeeding Business Day unless such next succeeding Business Day would fall in the next
calendar month, in which case such Interest Period shall end on the next preceding Business Day, (ii) any Interest Period that
commences on the last Business Day of a calendar month (or on a day for which there is no numerically corresponding day in the last
calendar month of such Interest Period) shall end on the last Business Day of the last calendar month of such Interest Period and (iii) no
Interest Period shall extend beyond the Commitment Termination Date. For purposes hereof, the date of a Loan initially shall be the
date on which such Loan is made and thereafter shall be the effective date of the most recent conversion or continuation of such Loan.
“Interpolated Screen Rate” means the rate (rounded upwards to four decimal places) which results from interpolating on
a linear basis between:
(a) the Screen Rate for the longest period (for which that Screen Rate is available) which is less than the relevant
Interest Period for such Loan; and
(b)
the Screen Rate for the shortest period (for which that Screen Rate is available) which exceeds the relevant
Interest Period for such Loan,
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each as of the Specified Time on the Quotation Day.
“Judgment Currency” has the meaning assigned to such term in Section 8.17.
“Laws” means, collectively, all international, foreign, Federal, state and local statutes, treaties, rules, guidelines,
regulations, ordinances, codes and administrative or judicial precedents or authorities, including the interpretation or administration
thereof by any Governmental Authority charged with the enforcement, interpretation or administration thereof, and all applicable
administrative orders, directed duties, requests, licenses, authorizations and permits of, and agreements with, any Governmental
Authority.
“Lender” is defined in the Preamble.
“Lender’s Office” means, with respect to any currency, the Lender’s address and, as appropriate, account as set forth on
Schedule 8.01 with respect to such currency, or such other address or account with respect to such currency as the Lender may from
time to time notify to the Company.
“LIBOR Rate” means, in relation to any Loan:
(a) the Screen Rate; or
(b) (if no Screen Rate is available for the Interest Period) the applicable Interpolated Screen Rate for such Loan,
as of, in the case of clauses (a) and (b) above, the Specified Time on the Quotation Day for a period comparable to the relevant Interest
Period for such Loan; provided that if any such rate determined pursuant to clauses (a) and (b) is below zero, the LIBOR Rate shall be
deemed to be zero. Each calculation by the Lender of the LIBOR Rate shall be conclusive and binding for all purposes, absent
manifest error.
“Lien” means, when used with respect to any Person, any interest in any real or personal property, asset or other right
held, owned or being purchased or acquired by such Person for its own use, consumption or enjoyment which secures payment or
performance of any obligation and shall include any mortgage, lien, pledge, encumbrance, charge, retained title of a conditional vendor
or lessor, or other security agreement, mortgage, deed of trust, chattel mortgage, assignment, pledge, retention of title, financing or
similar statement or notice, or other encumbrance arising as a matter of law, judicial process or otherwise.
“Loans” means the loans made by the Lender to the Company pursuant to this Agreement.
“Loan Documents” means this Agreement and any other agreement or document delivered in connection herewith.
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“Loan Request” means a request for a Loan, which, when in writing, shall be substantially in the form of Exhibit A (or,
in the case of any such request, in such other form as the Lender may approve).
“Manager” means Blue Capital Management Ltd., licensed in Bermuda to carry on investment business under the
Investment Business Act 2003, as amended and as an agent and manager under the Insurance Act 1987, as amended and its related
regulations.
“Management Agreements” means collectively, the Investment Management Agreement, the Underwriting and
Insurance Management Agreement and the Administrative Services Agreement, each by and between the Company and the Manager,
as may be amended from time to time.
“Material Adverse Effect” means, with respect to any event or occurrence of whatever nature (including any adverse
determination in any litigation, arbitration or governmental investigation or proceeding) which results in:
(a)
a material adverse effect on the business, properties, condition (financial or otherwise), assets, operations or
income of (i) the Company, (ii) the Reinsurer or (iii) the Company and its Subsidiaries, taken as a whole;
(b) a material adverse effect on the ability of the Company to perform any of its payment Obligations under any of the
Loan Documents to which it is a party; or
(c)
any impairment of the validity, binding effect or enforceability of this Agreement or any of the other Loan
Documents or any impairment of the rights, remedies or benefits available to the Lender under any Loan Document.
In determining whether any individual event has a Material Adverse Effect, notwithstanding that such event does not of
itself have such effect, a Material Adverse Effect shall be deemed to have occurred if the cumulative effect of such event and all other
then existing events results in a Material Adverse Effect. For the avoidance of doubt, a default under Section 6.05 and subsequent cure
thereof will not be a Material Adverse Effect.
“Material Party” means each of (a) the Company, (b) any Insurance Subsidiary, (c) the Reinsurer and (d) any
Subsidiary of the Company which is not an Insurance Subsidiary whose (i) total assets are 15% or more of the total assets of the
Company and its consolidated Subsidiaries (including such Subsidiary) in each case as set forth on the most recent fiscal year end
balance sheet of such Subsidiary and the Company and its consolidated Subsidiaries, respectively, and computed in accordance with
GAAP, and (ii) total revenues are 15% or more of the total revenues of the Company and its consolidated Subsidiaries (including such
Subsidiary), in each case as set forth on the most recent fiscal year-end income statements of such Subsidiary and the Company and its
consolidated Subsidiaries, respectively, and computed in accordance with GAAP.
“Maximum Rate” has the meaning assigned to such term in Section 8.14.
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“Obligations” means all indebtedness, obligations and liabilities of the Company to the Lender existing on the date of
this Agreement or arising thereafter (including interest and fees that accrue after the commencement by or against the Company of any
proceeding under Debtor Relief Laws naming such Person as the debtor in such proceeding, regardless of whether such interest and
fees are allowed claims in such proceeding), direct or indirect, absolute or contingent, matured or unmatured, liquidated or
unliquidated, secured or unsecured, arising or incurred under this Agreement or any of the other Loan Documents.
“Organizational Documents” means (a) as to any corporation, the certificate or articles of incorporation and the bylaws
(or equivalent or comparable constitutive documents with respect to any non-U.S. jurisdiction), (b) as to any limited liability company,
the certificate or articles of formation or organization and operating agreement and (c) as to any partnership, joint venture, trust or other
form of business entity, the partnership, joint venture or other applicable agreement of formation or organization and any agreement,
instrument, filing or notice with respect thereto filed in connection with its formation or organization with the applicable Governmental
Authority in the jurisdiction of its formation or organization and, if applicable, any certificate or articles of formation or organization of
such entity.
“Other Connection Taxes” means, with respect to the Lender, Taxes imposed as a result of a present or former
connection between the Lender and the jurisdiction imposing such Tax (other than connections arising from the Lender having
executed, delivered, become a party to, performed its obligations under, received payments under, received or perfected a security
interest under, engaged in any other transaction pursuant to or enforced any Loan Document, or sold or assigned an interest in any
Loan or Loan Document).
“Other Taxes” means all present or future stamp, court or documentary, intangible, recording, filing or similar Taxes
that arise from any payment made under, from the execution, delivery, performance, enforcement or registration of, from the receipt or
perfection of a security interest under, or otherwise with respect to, any Loan Document, except any such Taxes that are Other
Connection Taxes imposed with respect to an assignment.
“Outstandings” means, as of any date, the aggregate outstanding principal amount of the Loans after giving effect to
any borrowings and prepayments or repayments of Loans occurring on such date.
“PATRIOT Act” means the USA PATRIOT Act (Title III of Pub. L. 107-56 (signed into law October 26, 2001)).
“Person” means any natural person, corporation, limited liability company, trust, joint venture, association, company,
partnership, Governmental Authority or other entity.
“Prepayment Notice” means a notice by the Company to prepay Loans, which, when in writing, shall be substantially
in the form of Exhibit C (or such other form as the Lender may approve).
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“Primary Policies” means any insurance or reinsurance policies issued by any Insurance Subsidiary.
“Prime Rate” means the United States Prime Lending Rate as published in the New York edition of the Wall Street
Journal from time to time. The Lender shall not be required to notify the Company of any changes to the Prime Rate. Any change in
the Prime Rate shall take effect at the opening of business on the day specified in the public announcement of such change.
“Prospectus” means the Company’s most recently filed annual report on Form 10-K as filed with the SEC together with
any quarterly or current reports filed with the SEC prior to the Closing Date.
“Quotation Day” means, in relation to any period for which an interest rate is to be determined, two Business Days
before the first day of that period.
“Regulation D” means Regulation D of the Federal Reserve Board, as in effect from time to time and all official rulings
and interpretations thereunder or thereof.
“Regulation U” means Regulation U of the Federal Reserve Board, as in effect from time to time and all official rulings
and interpretations thereunder or thereof.
“Regulation X” means Regulation X of the Federal Reserve Board, as in effect from time to time and all official rulings
and interpretations thereunder or thereof.
“Reinsurance Agreement” means any arrangement whereby any Insurance Subsidiary, as reinsurer, agrees to indemnify
any other insurance or reinsurance company against all or a portion of the insurance or reinsurance risks underwritten by such
insurance or reinsurance company under any insurance or reinsurance policy.
“Reinsurer” means Blue Capital Re Ltd., an exempted Bermuda reinsurance company.
“Related Parties” means, as to any Person, such Person’s Affiliates and the partners, directors, officers, employees,
agents, attorneys-in-fact, trustees, custodians, administrators, managers, advisors and representatives of such Person and of such
Person’s Affiliates.
“Responsible Officer” means (a) the president, chief executive officer, chief financial officer, chief operating officer,
treasurer, controller, secretary, assistant secretary or any vice-president of the Company, (b) solely for purposes of the delivery of
incumbency certificates and certified Organizational Documents and resolutions pursuant to Section 4.01, any vice president, secretary
or assistant secretary of the Company and (c) solely for purposes of requests for Loans, interest elections, prepayment notices and
notices for Commitment terminations or reductions given pursuant to Article II, any other officer or employee of the Company so
designated from time to time by one of the foregoing officers in a notice to the Lender (together with evidence of the authority and
capacity of each such Person to so act in form and substance satisfactory to the Lender).
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“Retrocession Agreements” means any agreement, treaty, certificate or other arrangement whereby any Insurance
Subsidiary cedes to another insurer all or part of such Insurance Subsidiary’s liability under a policy or policies of insurance insured or
reinsured by such Insurance Subsidiary.
“SDN List” means the Specially Designated Nationals List maintained by the Office of Foreign Assets Control of the
US Department of the Treasury or any similar list maintained by any Authority.
“Screen Rate” means the London interbank offered rate administered by ICE Benchmark Administration Limited (or
any other person which takes over the administration of that rate) for the relevant period displayed on page LIBOR01 or LIBOR02 of
the Reuters Screen (or any replacement Reuters page which displays that rate), provided, if such page or service ceases to be available,
the Lender shall specify another page or service displaying the relevant rate.
“SEC” means the Securities and Exchange Commission or any Governmental Authority succeeding to any of its
principal functions.
“Shareholders’ Equity” means, as of the end of any fiscal quarter, the Company’s shareholders’ equity, on a
consolidated basis, as reported in the Company’s financial statements prepared in accordance with GAAP.
“Specified Time” means 11:00 am (London time).
“Subsidiary” of a Person means a corporation, partnership, limited liability company, association or joint venture or
other business entity of which a majority of the of shares of securities or other interests having ordinary voting power for the election of
directors or other governing body (other than securities or interests having such power only by reason of the happening of a
contingency) are at the time owned or the management of which is controlled, directly, or indirectly, through one or more
intermediaries, by such Person. Unless otherwise specified, all references herein to a “Subsidiary” or to “Subsidiaries” shall refer to a
Subsidiary or Subsidiaries of the Company.
“Taxes” means all present or future taxes, levies, imposts, duties, deductions, withholdings (including backup
withholding), assessments, fees or other charges imposed by any Governmental Authority, including any interest, additions to tax or
penalties applicable thereto.
“United States” and “U.S.” mean the United States of America.
“Voting Stock” means, with respect to any Person, such Person’s Capital Stock having the right to vote for the election
of directors of such Person under ordinary circumstances.
Section 1.02 Terms Generally. (1) The definitions of terms herein shall apply equally to the singular and plural forms
of the terms defined. Whenever the context may require, any pronoun shall include the corresponding masculine, feminine and neuter
forms. The words “include”, “includes” and “including” shall be deemed to be followed by the phrase “without
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limitation”. The word “will” shall be construed to have the same meaning and effect as the word “shall”. Unless the context requires
otherwise (i) any definition of or reference to any agreement, instrument or other document (including any Organizational Documents)
herein shall be construed as referring to such agreement, instrument or other document as from time to time amended, supplemented or
otherwise modified (subject to any restrictions on such amendments, supplements or modifications set forth herein), (ii) any reference
herein to any Person shall be construed to include such Person’s successors and assigns, (iii) the words “herein”, “hereof” and
“hereunder”, and words of similar import, shall be construed to refer to this Agreement in its entirety and not to any particular provision
hereof, (iv) all references herein to Articles, Sections, Exhibits and Schedules shall be construed to refer to Articles and Sections of,
and Exhibits and Schedules to, this Agreement, (v) any reference to any Law herein shall include all statutory and regulatory
provisions consolidating, amending, replacing or interpreting such law and any reference to any Law herein shall, unless otherwise
specified, refer to such Law as amended, modified or supplemented from time to time and (vi) the words “asset” and “property” shall
be construed to have the same meaning and effect and to refer to any and all tangible and intangible assets and properties, including
cash, securities, accounts and contract rights.
(a) In the computation of periods of time from a specified date to a later specified date, the word “from” means “from
and including;” the words “to” and “until” each mean “to but excluding;” and the word “through” means “to and including.”
Section 1.03 Changes in GAAP. If the Company notifies the Lender that the Company requests an amendment to any
provision hereof to eliminate the effect of any change occurring after the date hereof in GAAP or in the application thereof on the
operation of such provision, regardless of whether any such notice is given before or after such change in GAAP or in the application
thereof, then such provision shall be interpreted on the basis of GAAP as in effect and applied immediately before such change shall
have become effective until such notice shall have been withdrawn or such provision amended in accordance herewith.
ARTICLE II.
LOANS.
Section 2.01 Loan Commitment. Subject to the terms and conditions set forth herein, the Lender agrees to make Loans
to the Company from time to time on any Business Day during the Availability Period in an aggregate principal amount not to exceed
at any time the Commitment Amount; provided that, after giving effect to any Loan, the Outstandings shall not exceed the
Commitment Amount. Within the foregoing limits and subject to the terms and conditions set forth herein, the Company may borrow,
prepay and reborrow Loans.
Section 2.02 Loans.
(a) Lending Office. The Lender at its option may make any Loan by causing any domestic or foreign branch or
Affiliate of the Lender to make such Loan; provided that any exercise of such option shall not affect the obligation of the Company to
repay such Loan in accordance with the terms of this Agreement.
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(b) Minimum Amounts. Each Loan shall be in an aggregate amount of $1,000,000 or a larger multiple of $100,000.
Section 2.03 Loan Requests.
(a) Notice by Company. Each Loan shall be made upon the Company’s irrevocable notice to the Lender. Each such
notice shall be in the form of a written Loan Request, appropriately completed and signed by a Responsible Officer of the Company,
or may be given by telephone to the Lender (if immediately confirmed by such a written Loan Request consistent with such telephonic
notice) and must be received by the Lender not later than 10:00 a.m. (Bermuda time), three Business Days prior to the date of the
requested Loan.
(b) Content of Loan Requests. Each Loan Request pursuant to this Section shall specify the following information in
compliance with Section 2.02: (i) the aggregate amount of the requested Loan; (ii) the date of such Loan (which shall be a Business
Day); (iii) the Interest Period therefor; and (iv) the location and number of the Company’s account to which funds are to be disbursed.
(c) Failure to Elect. If no Interest Period is specified with respect to any requested Loan, the Company shall be deemed
to have selected an Interest Period of one month’s duration.
Section 2.04 Interest Elections.
(a) Elections by Company for Loans. Each Loan initially shall have the Interest Period specified in such Loan
Request. Thereafter, the Company may continue such Loan as Loan with the same or a different Interest Period therefor, all as
provided in this Section. The Company may elect different Interest Period with respect to different portions of the affected Loan, in
which case the Loans comprising each such portion shall be considered a separate Loan; provided that there shall not be more than five
Interest Periods with respect to the Loans in effect at any time.
(b) Notice of Elections. Each such election pursuant to this Section shall be made upon the Company’s irrevocable
notice to the Lender. Each such notice shall be in the form of a written Interest Election Request, appropriately completed and signed
by a Responsible Officer of the Company, or may be given by telephone to the Lender (if immediately confirmed in writing by
delivery of such a written Interest Election Request consistent with such telephonic notice) and must be received by the Lender not
later than the time that a Loan Request would be required under Section 2.03 if the Company were requesting a Loan.
(c) Content of Interest Election Requests. Each Interest Election Request pursuant to this Section shall specify the
following information in compliance with Section 2.02:
(i) the Loan to which such Interest Election Request applies and, if different options are being elected with
respect to different portions thereof, the portions thereof to be allocated to each resulting Loan (in which case the information to
be specified pursuant to clauses (ii) and (iii) below shall be specified for each resulting Loan);
13
1945963.02-NYCSR07A - MSW

(ii) the effective date of the election made pursuant to such Interest Election Request, which shall be a Business
Day; and
(iii) the Interest Period therefor after giving effect to such election.
(d) Failure to Elect. If the Company fails to deliver a timely and complete Interest Election Request with respect to a
Loan prior to the end of the Interest Period therefor, then, unless such Loan is repaid as provided herein, the Company shall be deemed
to have selected that such Loan shall automatically be continued at the end of such Interest Period as a Loan with an Interest Period of
one month.
Section 2.05 Prepayments.
(a) Optional Prepayments. The Company may, upon notice to the Lender, at any time and from time to time prepay
any Loan in whole or in part without premium or penalty, subject to the requirements of this Section.
(b)
Notices. Each such notice pursuant to this Section shall be in the form of a written Prepayment Notice,
appropriately completed and signed by a Responsible Officer of the Company, or may be given by telephone to the Lender and must
be received by the Lender not later than 10:00 a.m. (Bermuda time) three Business Days before the date of prepayment. Each
Prepayment Notice shall specify (i) the prepayment date and (ii) the principal amount of each Loan or portion thereof to be prepaid.
Each Prepayment Notice shall be irrevocable; provided that, if a notice of prepayment is given in connection with a conditional notice
of termination of the Commitment as contemplated by Section 2.06, then such notice of prepayment may be revoked if such notice of
termination is revoked in accordance with Section 2.06.
(c) Amounts. Each partial prepayment of any Loan shall be in an amount that would be permitted in the case of a
Loan as provided in Section 2.02. Prepayments shall be accompanied by accrued interest to the extent required by Section 2.08.
Section 2.06 Termination or Reduction of Commitment. The Company may, upon notice to the Lender, terminate the
unused portion of the Commitment, or from time to time reduce the unused Commitment; provided that (a) each such notice shall be in
writing and must be received by the Lender at least three Business Days prior to the effective date of such termination or reduction, and
shall be irrevocable (provided that a notice of termination of the Commitment may state that such notice is conditioned upon the
effectiveness of other credit facilities, in which case such notice may be revoked by the Company (by notice to the Lender on or prior
to the specified effective date) if such condition is not satisfied), (b) any such partial reduction shall be in an aggregate amount of
$10,000,000 or a larger multiple of $1,000,000 and (c) the Company shall not terminate or reduce the Commitment if, after giving
effect thereto and to any concurrent prepayments hereunder, the Outstandings would exceed the Commitment Amount. Unless
previously terminated, the Commitment shall automatically terminate on the date specified in clause (a)(i) of the definition of
“Commitment Termination Date.”
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Section 2.07 Repayment of Loans. The Company shall repay to the Lender on the Commitment Termination Date the
aggregate principal amount of all Loans outstanding on such date.
Section 2.08 Interest.
(a) Interest Rates. Subject to clause (b) of this Section and Sections 2.15 and 2.16, each Loan shall bear interest at a
rate per annum equal to the LIBOR Rate for the Interest Period therefor plus 1.5%.
(b) Default Interest. If any amount payable by the Company under this Agreement or any other Loan Document
(including principal of any Loan, interest, fees and other amount) is not paid when due, whether at stated maturity, by acceleration or
otherwise, such amount shall thereafter bear interest at a rate per annum equal to the Default Rate. Upon the request of the Lender,
while any Event of Default exists, the Company shall pay interest on the principal amount of all Loans outstanding hereunder at a rate
per annum equal to the Default Rate.
(c)
Payment Dates. Accrued interest on each Loan shall be payable in arrears on each Interest Payment Date
applicable thereto and at such other times as may be specified herein; provided that (i) interest accrued pursuant to clause (b) of this
Section shall be payable on demand and (ii) in the event of any repayment or prepayment of any Loan, accrued interest on the principal
amount repaid or prepaid shall be payable on the date of such repayment or prepayment.
(d) Interest Computation. All interest hereunder shall be computed on the basis of a year of 360 days, and shall be
payable for the actual number of days elapsed (including the first day but excluding the last day). The LIBOR Rate shall be determined
by the Lender, and such determination shall be conclusive absent manifest error.
Section 2.09 Evidence of Debt; Maintenance of Records. The Lender shall maintain in accordance with its usual
practice records evidencing the indebtedness of the Company to the Lender resulting from each Loan. The entries made in the records
maintained pursuant to this Section 2.09 shall be prima facie evidence absent manifest error of the existence and amounts of the
obligations recorded therein. Any failure of the Lender to maintain such records or make any entry therein or any error therein shall not
in any manner affect the obligations of the Company under this Agreement and the other Loan Documents.
Section 2.10
Commitment Fee. The Company agrees to pay to the Lender a one time commitment fee (the
“Commitment Fee”) of $20,000. The Commitment Fee shall be payable on or before the Closing Date.
Section 2.11 Payments Generally.
(a) Payments by the Company. All payments to be made by the Company under any Loan Document shall be made
without condition or deduction for any counterclaim, defense, recoupment or setoff. Except as otherwise expressly provided herein, all
payments by the Company shall be made to the Lender, at the Lender’s Office in immediately available funds not later than
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11:00 a.m. (Bermuda time) on the date specified herein. Without limiting the generality of the foregoing, the Lender may require that
any payments due under this Agreement be made in the United States. All amounts received by the Lender after 11:00 a.m. (Bermuda
time) shall in each case be deemed to have been received on the next succeeding Business Day and any applicable interest or fees shall
continue to accrue. If any payment to be made by the Company shall fall due on a day that is not a Business Day, payment shall be
made on the next succeeding Business Day and such extension of time shall be reflected in computing interest or fees, as the case may
be; provided that, if such next succeeding Business Day would fall after the Commitment Termination Date, payment shall be made on
the immediately preceding Business Day.
(b) Application of Insufficient Payments. Subject to Section 7.02, if at any time insufficient funds are received by and
available to the Lender to pay fully all amounts of any applicable principal, interest and fees then due hereunder, such funds shall be
applied (i) first, to pay interest and fees then due hereunder and (ii) second, to pay principal amounts outstanding on the Loans that are
then due hereunder.
Section 2.12 Compensation for Losses. Upon written demand of the Lender from time to time, setting forth in
reasonable detail the basis for calculating such compensation, the Company shall promptly (but in any event within ten days) after such
demand compensate the Lender for and hold the Lender harmless from any loss, cost or expense incurred by it as a result of (a) any
payment or prepayment of any Loan on a day other than the last day of the Interest Period for such Loan (whether voluntary,
mandatory, automatic, by reason of acceleration, or otherwise); or (b) any failure by the Company (for a reason other than the failure of
the Lender to make a Loan) to prepay, borrow or continue any Loan on the date or in the amount notified by the Company, including,
in each case, any loss or expense arising from the liquidation or reemployment of funds obtained by it to maintain such Loan or from
fees payable to terminate the deposits from which such funds were obtained; provided that, for the avoidance of doubt, the Company
shall not be obligated to compensate the Lender under this Section for any loss of anticipated profits in respect of any of the foregoing.
For purposes of calculating amounts payable by the Company to the Lender under this Section, the Lender shall be deemed to have
funded each Loan made by it at the LIBOR Rate for such Loan by a matching deposit or other borrowing in the London interbank
eurodollar market for a comparable amount and for a comparable period, whether or not such Loan was in fact so funded.
Section 2.13 Taxes.
(a) Payments Free of Taxes. Any and all payments by or on account of any obligation of the Company under any
Loan Document shall be made free and clear of and without deduction or withholding for any Taxes; provided that if any applicable
Law (as determined in the good faith discretion of the Lender) requires the deduction or withholding of any Tax from any such
payment by the Company, then the Company shall make such deduction and timely pay the full amount deducted to the relevant
Governmental Authority in accordance with applicable Law and, if such Tax is an Indemnified Tax, then the sum payable by the
Company shall be increased as necessary so that after making such deductions (including such deductions applicable to additional
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sums payable under this Section) the Lender receives an amount equal to the sum it would have received had no such deductions been
made.
(b) Payment of Other Taxes by the Company. The Company shall timely pay to the relevant Governmental Authority
in accordance with applicable Law, or at the option of the Lender timely reimburse the Lender for the payment of, any Other Taxes.
(c) Indemnification by the Company. The Company shall indemnify the Lender within ten days after demand therefor,
for the full amount of any Indemnified Taxes (including Indemnified Taxes imposed or asserted on or attributable to amounts payable
under this Section) payable or paid by the Lender and any reasonable expenses arising therefrom or with respect thereto, whether or
not such Indemnified Taxes were correctly or legally imposed or asserted by the relevant Governmental Authority. A certificate as to
the amount of such payment or liability delivered to the Company by the Lender shall be conclusive absent manifest error.
(d) Evidence of Payments. As soon as practicable after any payment of Taxes by the Company to a Governmental
Authority pursuant to this Section, the Company shall deliver to the Lender the original or a certified copy of a receipt issued by such
Governmental Authority evidencing such payment, a copy of the return reporting such payment or other evidence of such payment
reasonably satisfactory to the Lender.
(e) Treatment of Certain Refunds. If any party determines, in its sole discretion exercised in good faith, that it has
received a refund of any Taxes as to which it has been indemnified pursuant to this Section (including additional amounts pursuant to
this Section), it shall pay to the indemnifying party an amount equal to such refund (but only to the extent of indemnity payments made
under this Section 2.13 with respect to the Taxes giving rise to such refund), net of all out-of-pocket expenses (including Taxes) of
such indemnified party and without interest (other than any interest paid by the relevant Governmental Authority with respect to such
refund). Such indemnifying party, upon the request of such indemnified party, shall repay to such indemnified party the amount paid
over pursuant to this clause (e) (plus any penalties, interest or other charges imposed by the relevant Governmental Authority) in the
event that such indemnified party is required to repay such refund to such Governmental Authority. Notwithstanding anything in this
clause (e) to the contrary, in no event will the indemnified party be required to pay any amount to an indemnifying party pursuant to
this clause (e) the payment of which would place the indemnified party in a less favorable net after-Tax position than the indemnified
party would have been in if the indemnification payments or additional amounts giving rise to such refund had never been paid. This
clause (e) shall not be construed to require any indemnified party to make available its Tax returns (or any other information relating to
its Taxes that it deems confidential) to the indemnifying party or any other Person.
(f) Indemnification by the Lender. The Lender shall indemnify the Company within 10 days after demand therefor, for
any Excluded Taxes attributable to the Lender and that are payable or paid by the Company in connection with any Loan Document,
and any reasonable expenses arising therefrom or with respect thereto, whether or not such Taxes were correctly or legally imposed or
asserted by the relevant Governmental Authority. A certificate as to the amount
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of such payment or liability delivered to the Lender by the Company shall be conclusive absent manifest error.
Section 2.14 Increased Costs.
(a) Increased Costs Generally. If any Change in Law shall:
(i) impose, modify or deem applicable any reserve, special deposit, compulsory loan, insurance charge or
similar requirement against assets of, deposits with or for the account of, or credit extended or participated in by, the Lender;
(ii) subject the Lender to any Taxes (other than (A) Indemnified Taxes, (B) Taxes described in clauses (a)
through (d) of the definition of “Excluded Taxes” and (C) Other Connection Taxes on gross or net income, profits or revenue
(including value-added or similar Taxes)) on its loans, loan principal, letters of credit, commitments, or other obligations, or its
deposits, reserves, other liabilities or capital attributable thereto; or
(iii) impose on the Lender or the London interbank market any other condition, cost or expense affecting this
Agreement or Loans made by the Lender;
and the result of any of the foregoing shall be to increase the cost to the Lender of making, converting to, continuing or
maintaining any Loan or of maintaining its obligation to make any such Loan, or to reduce the amount of any sum received or
receivable by the Lender hereunder (whether of principal, interest or any other amount) then, upon request of the Lender, the
Company will pay to the Lender such additional amount or amounts as will compensate the Lender for such additional costs
incurred or reduction suffered.
(b) Capital Requirements. If the Lender determines that any Change in Law affecting the Lender, any of its applicable
lending offices or its holding company, as the case may be, regarding capital or liquidity requirements has or would have the effect of
reducing the rate of return on capital for the Lender or its holding company, if any, as a consequence of this Agreement, the
Commitment of the Lender or the Loans made by the Lender, could have achieved but for such Change in Law (taking into
consideration the Lender’s or its holding company’s policies, as applicable, with respect to capital adequacy and liquidity), then from
time to time the Company will pay to the Lender such additional amount or amounts as will compensate the Lender or its holding
company for any such reduction suffered.
(c) Certificates for Reimbursement. A certificate of the Lender setting forth in reasonable detail the amount or amounts
necessary to compensate the Lender or its holding company, as the case may be, as specified in clause (a) or (b) of this Section and
delivered to the Company, shall be conclusive absent manifest error. The Company shall pay the Lender the amount shown as due on
any such certificate promptly (but in any event within ten days) after receipt thereof.
(d) Delay in Requests. Failure or delay on the part of the Lender to demand compensation pursuant to this Section
shall not constitute a waiver of the Lender’s right to demand such compensation; provided that the Company shall not be required to
compensate the Lender
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pursuant to this Section for any increased costs incurred or reductions suffered more than three months prior to the date that the Lender
notifies the Company of the Change in Law giving rise to such increased costs or reductions, and of the Lender’s intention to claim
compensation therefor (except that, if the Change in Law giving rise to such increased costs or reductions is retroactive, then the threemonth period referred to above shall be extended to include the period of retroactive effect thereof).
Section 2.15 Inability to Determine Rates. If prior to the commencement of the Interest Period for any Loan:
(a)
the Lender determines (which determination shall be conclusive absent manifest error) that adequate and
reasonable means do not exist for ascertaining the LIBOR Rate for such Interest Period; or
(b) the Lender determines (which determination shall be conclusive absent manifest error) that the LIBOR Rate for
such Interest Period will not adequately and fairly reflect the cost to the Lender of making or maintaining its Loan for such Interest
Period;
then the Lender shall give notice thereof to the Company as promptly as practicable thereafter and, until the Lender notifies the
Company that the circumstances giving rise to such notice no longer exist, (i) any Interest Election Request that requests the
continuation of any Loan as, a LIBOR Loan shall be ineffective and such Loan (unless prepaid) shall be converted to, a Loan bearing
interest at a rate per annum equal to the Base Rate and (ii) if any Loan Request requests a LIBOR Loan, such Loan shall be made as a
Loan bearing interest at a rate per annum equal to the Base Rate.
Section 2.16 Illegality. If the Lender determines that any Law has made it unlawful, or that any Governmental
Authority has asserted that it is unlawful, for the Lender or its applicable lending office to make, maintain or fund Loans whose interest
is determined by reference to the LIBOR Rate, or to determine or charge interest rates based upon the LIBOR Rate, or any
Governmental Authority has imposed material restrictions on the authority of the Lender to purchase or sell, or to take deposits of,
Dollars in the London interbank market, then, upon notice thereof by the Lender to the Company, any obligation of the Lender to
make or continue Loans based on the LIBOR Rate shall be suspended until the Lender notifies the Company that the circumstances
giving rise to such determination no longer exist. Upon receipt of such notice, the Company shall, upon demand from the Lender,
prepay or, if applicable, convert all Loans of the Lender to Loans bearing interest at a rate per annum equal to the Base Rate (“Base
Rate Loans”), either on the last day of the Interest Period therefor, if the Lender may lawfully continue to maintain such Loans to such
day, or immediately, if the Lender may not lawfully continue to maintain such Loans. Upon any such prepayment or conversion, the
Company shall also pay accrued interest on the amount so prepaid or converted. Unless such notification shall be subsequently
withdrawn, any request for a Loan (or to continue a Loan for an additional Interest Period) shall be deemed a request for a Base Rate
Loan.
Section 2.17 Mitigation Obligations; Designation of a Different Lending Office. If at any time (i) the Lender requires
the Company to pay additional amounts to the Lender or any Governmental Authority for the account of the Lender pursuant to
Section 2.13, (ii) the Lender
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requests compensation under Section 2.14 or (iii) the Lender gives a notice pursuant to Section 2.16, then the Lender shall, as
applicable, at the request of the Company, use reasonable efforts to designate a different lending office for funding or booking its
Loans hereunder or to assign its rights and obligations hereunder to another of its offices, branches or affiliates, if, in the judgment of
the Lender, such designation or assignment (A) would eliminate or reduce amounts payable pursuant to Section 2.13 or Section 2.14,
as the case may be, in the future, or eliminate the need for the notice pursuant to Section 2.16, and (B) in each case, would not subject
the Lender to any unreimbursed cost or expense and would not otherwise be disadvantageous to the Lender. The Company hereby
agrees to pay all reasonable costs and expenses incurred by the Lender in connection with any such designation or assignment.
ARTICLE III.
REPRESENTATIONS AND WARRANTIES
The Company represents and warrants to the Lender that:
Section 3.01 Corporate Authority.
(c) Incorporation; Good Standing. The Company (a) is a company duly organized, validly existing and in good
standing under the laws of Bermuda, (b) has all requisite corporate (or the equivalent company) power to own its property and conduct
its business as now conducted and as presently contemplated, and (c) is in good standing as a foreign corporation (or similar business
entity) and is duly authorized to do business in each jurisdiction where such qualification is necessary except where a failure to be so
qualified would not have a Material Adverse Effect.
(d) Authorization. The execution, delivery and performance of this Agreement and the other Loan Documents and the
transactions contemplated hereby and thereby (a) are within the corporate (or the equivalent company) authority of the Company, (b)
have been duly authorized by all necessary corporate (or the equivalent company) proceedings, (c) do not and will not conflict with or
result in any breach or contravention of any provision of law, statute, rule or regulation to which the Company is subject or any
judgment, order, writ, injunction, license or permit applicable to the Company and (d) do not conflict with any provision of the
Organizational Documents of, or any agreement or other instrument binding upon, the Company.
(e) Enforceability. The execution and delivery of this Agreement and the other Loan Documents will result in valid
and legally binding obligations of the Company enforceable against it in accordance with the respective terms and provisions hereof
and thereof, except as enforceability is limited by bankruptcy, insolvency, reorganization, moratorium or other laws relating to or
affecting generally the enforcement of creditors’ rights or by the application of equitable principles relating to enforceability (regardless
of whether considered in a proceeding in equity or at law) including, (i) the possible unavailability of specific performance injunctive
relief or any equitable remedy and (ii) concepts of materiality, reasonableness, good faith and fair dealings; provided that the Company
assumes for the purposes of this Section 3.01(c) that this Agreement and the other Loan Documents have been validly executed and
delivered by each of the parties thereto other than the Company.
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Section 3.02 Governmental Approvals. The execution, delivery and performance by the Company of this Agreement
and the other Loan Documents and the transactions contemplated hereby and thereby do not require the approval or consent of, or
filing with, any governmental agency or authority other than those already obtained.
Section 3.03 Financial Statements.
(e) Fiscal Year. The Company has a fiscal (or financial) year which is the twelve months ending on December 31 of
each calendar year.
(f) Financial Statements. There has been furnished to the Lender a statement of assets and liabilities of the Company as
at the Balance Sheet Date and a statement of operations of the Company for the fiscal year ended December 31, 2015. There are no
Contingent Liabilities of the Company as of such date involving material amounts, known to the officers of the Company, which were
not disclosed in such balance sheet or the notes related thereto.
Section 3.04 No Material Adverse Changes, etc. Since the Balance Sheet Date there has been no event or occurrence
which has had or could reasonably be expected to have a Material Adverse Effect.
Section 3.05
Franchises, Patents, Copyrights, etc. The Company possesses all franchises, patents, copyrights,
trademarks, trade names, licenses and permits, and rights in respect of the foregoing, adequate for the conduct of its business
substantially as now conducted without known conflict with any rights of others.
Section 3.06 Litigation. Except as set forth in Schedule 3.06 hereto, there are no actions, suits, proceedings or
investigations of any kind pending or threatened against the Company or any of its Subsidiaries before any Governmental Authority,
(a) that, if adversely determined, would be expected to, either in any case or in the aggregate, (i) have a Material Adverse Effect or (ii)
(A) materially impair the right of the Company or any of its Subsidiaries to carry on business substantially as now conducted by them,
or (B) except for any such actions, suits or proceedings related to claims under Primary Policies or Reinsurance Agreements arising in
the ordinary course of business, result in any substantial liability not adequately covered by insurance, or for which adequate reserves
are not maintained on the consolidated balance sheet of the Company or any of its Subsidiaries, as the case may be, or (b) which
question the validity of this Agreement.
Section 3.07 No Materially Adverse Contracts, etc. Neither the Company nor any of its Subsidiaries is subject to any
Organizational Document or other legal restriction, or any judgment, decree, order, law, statute, rule or regulation that has or, to the
knowledge of the Responsible Officers of the Company, is expected in the future to have a Material Adverse Effect. Neither the
Company nor any of its Subsidiaries is a party to any contract or agreement that has or is expected, in the judgment of the Responsible
Officers of the Company, to have any Material Adverse Effect.
Section 3.08 Compliance with Other Instruments, Laws, etc. Neither the Company nor any of its Subsidiaries is in
violation of any provision of its Organizational Documents, or any
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agreement or instrument to which it may be subject or by which it or any of its properties may be bound or any decree, order,
judgment, statute, license, rule or regulation, in any of the foregoing cases in a manner that could result in the imposition of substantial
penalties or have a Material Adverse Effect.
Section 3.09 Tax Status. The Company and its Subsidiaries (a) have made or filed all federal, state and foreign income
and all other tax returns, reports and declarations required by any jurisdiction to which any of them is subject, except those which the
failure to file would not have a Material Adverse Effect, (b) have paid all taxes and other governmental assessments and charges
shown or determined to be due on such returns, reports and declarations, except those being contested in good faith and by appropriate
proceedings or those which the failure to pay would not have a Material Adverse Effect and (c) have set aside on their books
provisions reasonably adequate for the payment of all taxes for periods subsequent to the periods to which such returns, reports or
declarations apply. There are no unpaid taxes in any material amount claimed to be due by the taxing authority of any jurisdiction, and
none of the Responsible Officers of the Company know of any basis for any such claim.
Section 3.10 No Event of Default. No Default has occurred and is continuing.
Section 3.11 Investment Company Acts.
(a) Neither the Company nor any of its Subsidiaries is an “investment company”, or an “affiliated company” or a
“principal underwriter” of an “investment company”, as such terms are defined in the Investment Company Act of 1940.
(b) The Company is not engaged in the “investment business” as defined in The Investment Business Act 2003 of
Bermuda or the Investment Advisors Act of 1940. The Company is not subject to the Investment Funds Act 2006 of Bermuda.
(c) The Company does not maintain a place of business (for purposes of section 4(6) of the Investment Business Act
2003) in Bermuda.
Section 3.12 Use of Proceeds.
(g) General. The proceeds of the Loans shall be used only for working capital requirements of the Company.
(h) Regulations U and X. No portion of any Loan to be obtained shall be used, for the purpose of purchasing or
carrying any “margin security” or “margin stock” as such terms are used in Regulations U and X.
Section 3.13 Subsidiaries, etc. As of the Closing Date, the Company has two Subsidiaries: (i) Blue Capital Re Ltd.
and (ii) Blue Capital Re ILS Ltd.
Section 3.14 Disclosure. No report, financial statement or other written information furnished by or on behalf of the
Company to the Lender in connection with the transactions contemplated hereby and the negotiation of this Agreement or delivered
hereunder or
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under any other Loan Document (in each case, as modified or supplemented by other information so furnished) contains any material
misstatement of fact or omits to state any material fact necessary to make the statements therein, in the light of the circumstances under
which they were made, not misleading. There is no fact known to the Company or any of its Subsidiaries as of the date hereof which
has a Material Adverse Effect, or which is reasonably likely in the future to have a Material Adverse Effect, exclusive of effects
resulting from changes in general economic conditions, legal standards or regulatory conditions.
Section 3.15 Foreign Assets Control Regulations, Etc. None of the requesting or borrowing of any Loan or the use of
the proceeds of any thereof will violate the Trading With the Enemy Act (50 U.S.C. Section 1 et seq.) (the “ Trading With the Enemy
Act”) or any of the foreign assets control regulations of any Authority, including, the United States Treasury Department (31 CFR,
Subtitle B, Chapter V) (the “Foreign Assets Control Regulations”) or any enabling legislation or executive order relating thereto
(which for the avoidance of doubt shall include, but shall not be limited to (a) Executive Order 13224 of September 21, 2001 Blocking
Property and Prohibiting Transactions With Persons Who Commit, Threaten to Commit, or Support Terrorism (66 Fed. Reg. 49079
(2001) (the “Executive Order”) and (b) the PATRIOT Act). The Company and each of its Subsidiaries is in compliance in all material
respects with the Trading With the Enemy Act, the Foreign Assets Control Regulations, the Executive Order and the PATRIOT Act.
Furthermore, neither the Company nor any of its Subsidiaries or, to the knowledge of the Company, any director, officer of the
Company or any of its Subsidiaries (in the case of any such director or officer, acting in their capacity as such) is a Person that (A) is
subject to any U.S. sanctions administered by OFAC, (B) is or will become a “blocked person” as described in the Executive Order,
the Trading With the Enemy Act, the Foreign Assets Control Regulations or any SDN List or (C) engages or will engage in any
dealings or transactions, or be otherwise associated, with any such “blocked person”, (D) is or is owned or controlled by Persons that
are the target of any sanctions administered or enforced by any Authority, (E) is or is owned or controlled by Persons that are located,
organized or resident in a country which is the subject of sanctions by any Authority or (F) is a governmental agency, authority or
body or state-owned enterprise of any country which is the subject of sanctions by any Authority.
Section 3.16 Underwriting Guidelines. The Company is in compliance with its Underwriting Guidelines as set forth in
the Prospectus, as supplemented from time to time (including any investment requirements, investment restrictions, asset coverage
requirements and concentrations limits).
Section 3.17 Representations as to Foreign Jurisdiction Matters.
(a) The Company is subject to civil and commercial Laws with respect to its obligations under this Agreement and the
other Loan Documents to which it is a party, and the execution, delivery and performance by the Company of the Loan Documents
constitute and will constitute private and commercial acts and not public or governmental acts. Neither the Company nor any of its
property has any immunity from jurisdiction of any court or from any legal process (whether through service or notice, attachment prior
to judgment, attachment in aid of execution,
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execution or otherwise) under the laws of Bermuda in respect of its obligations under the Loan Documents.
(b) The Loan Documents are in proper legal form under the Laws of Bermuda for the enforcement thereof against the
Company under the Laws of Bermuda, and to ensure the legality, validity, enforceability or admissibility in evidence of the Loan
Documents. It is not necessary to ensure the legality, validity, enforceability, priority or admissibility in evidence of the Loan
Documents that the Loan Documents be filed, registered or recorded with, or executed or notarized before, any court or other authority
in the jurisdiction in which the Company is organized and existing or that any registration charge or stamp or similar tax be paid on or
in respect of the Loan Documents or any other document, except for (i) any such filing, registration, recording, execution or
notarization that has been made and is in full force and effect, or is not required to be made until the Loan Documents are sought to be
enforced and (ii) any charge or tax that has been timely paid by or on behalf of the Company.
(c) As of the Closing Date, there is no tax, levy, impost, duty, fee, assessment or other governmental charge, or any
deduction or withholding, imposed by any Governmental Authority in or of Bermuda either (i) on or by virtue of the execution or
delivery of the Loan Documents or (ii) on any payment to be made by the Company pursuant to the Loan Documents.
(d) The execution, delivery and performance by the Company of the Loan Documents are, under applicable foreign
exchange control regulations of Bermuda, not subject to any notification or authorization except (i) such as have been made or
obtained or (ii) such as cannot be made or obtained until a later date (provided that any notification or authorization described in clause
(ii) shall be made or obtained as soon as is reasonably practicable).
Section 3.18 ERISA. Neither the Company nor any of its Subsidiaries is subject to ERISA or maintains any Foreign
Benefit Plan.
Section 3.19 Anti-Money Laundering and Anti-Terrorism Finance Laws . The Company is in compliance, in all
material respects, with all applicable anti-money laundering laws and anti-terrorism finance laws including the Bank Secrecy Act and
the PATRIOT Act (the “Anti-Terrorism Laws”).
Section 3.20 Anti-Corruption Laws. No part of the proceeds of the Loans shall be used, directly or indirectly: (a) to
offer or give anything of value to any official or employee of any foreign government department or agency or instrumentality or
government-owned entity, to any foreign political party or party official or political candidate or to any official or employee of a public
international organization, or to anyone else acting in an official capacity (collectively, “Foreign Official”), in order to obtain, retain or
direct business by (i) influencing any act or decision of such Foreign Official in his official capacity, (ii) inducing such Foreign Official
to do or omit to do any act in violation of the lawful duty of such Foreign Official, (iii) securing any improper advantage or (iv)
inducing such Foreign Official to use his influence with a foreign government or instrumentality to affect or influence any act or
decision of such government or instrumentality; (b) to cause the Lender to violate the U.S. Foreign Corrupt Practices Act of 1977 or
the UK Bribery
24
1945963.02-NYCSR07A - MSW

Act 2010; or (c) to cause the Lender to violate any other anti-corruption law applicable to the Lender (all laws referred to in clauses (b)
and (c) being “Anti-Corruption Laws”).
ARTICLE IV.
CONDITIONS
Section 4.01 Closing Date. The obligation of the Lender to make Loans hereunder is subject to the satisfaction (or
waiver in accordance with Section 8.02) of the following conditions:
(i) Executed Counterparts of this Agreement. The Lender shall have executed this Agreement and received a
counterpart of this Agreement signed by the Company (or written evidence satisfactory to the Lender of a signed signature
page to this Agreement that the Company has signed a counterpart of this Agreement).
(ii) Certificates. The Lender shall have received such customary certificates of resolutions or other action,
incumbency certificates and/or other certificates of Responsible Officers of the Company as the Lender may require evidencing
the identity, authority and capacity of each Responsible Officer thereof authorized to act as a Responsible Officer in connection
with the Loan Documents;
(iii) Corporate Documents. The Lender shall have received such other documents and certificates (including
Organizational Documents and good standing certificates) as the Lender may reasonably request relating to the organization,
existence and good standing of the Company and any other legal matters relating to the Company, the Loan Documents or the
transactions contemplated thereby.
(iv) Fees and Expenses. The Company shall have paid all fees, costs and expenses agreed to be paid by it to
the Lender in connection herewith to the extent due.
(v)
KYC Information. The Company shall have provided to the Lender the documentation and other
information requested by the Lender in connection with applicable “know your customer” and anti-money-laundering rules and
regulations, including the PATRIOT Act.
(vi) Officer’s Certificate. The Lender shall have received a certificate, dated the Closing Date and signed by a
Responsible Officer of the Company, confirming satisfaction of the conditions set forth in this Section and compliance with the
conditions set forth in clauses (ii) and (iii) of the first sentence of Section 4.02.
The Lender shall notify the Company of the Closing Date, and such notice shall be conclusive and binding.
Section 4.02 Conditions to All Loans. The obligation of the Lender to make any Loan is additionally subject to the
satisfaction of the following conditions:
(i) the Lender shall have received a Borrowing Request in accordance with the requirements hereof;
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(ii) the representations and warranties of the Company set forth in this Agreement and in any other Loan
Document to which the Company is a party shall be true and correct in all material respects (or, in the case of any such
representation or warranty already qualified by materiality, in all respects) on and as of the date of such Loan (or, in the case of
any such representation or warranty expressly stated to have been made as of a specific date, as of such specific date);
(iii) no Default shall have occurred and be continuing or would result from such Loan or from the application
of proceeds thereof;
(iv) following such issuance, the Outstandings shall not exceed the Commitment Amount; and
(v) following such issuance, the Outstandings shall not exceed 20% of the Company’s Shareholders’ Equity.
Each request for a Loan by the Company hereunder and each Loan shall be deemed to constitute a representation and
warranty by the Company on and as of the date of the applicable Loan as to the matters specified in clauses (ii) and (iii) above in this
Section.
ARTICLE V.
AFFIRMATIVE COVENANTS
Until the Commitment has expired or been terminated and all Obligations have been paid in full, the Company
covenants and agrees with the Lender that:
Section 5.01 Punctual Payment. The Company will duly and punctually pay or cause to be paid principal, interest,
Fees and all other amounts provided for in this Agreement and the other Loan Documents, all in accordance with the terms of this
Agreement and such other Loan Documents.
Section 5.02 Maintenance of Office. The Company will maintain its principal office at Waterloo House, 100 Pitts Bay
Road, Pembroke, Bermuda HM 08 or at such other place as the Company shall designate upon written notice to the Lender, where
notices, presentations and demands to or upon the Company in respect of the Loan Documents may be given or made.
Section 5.03 Records and Accounts. The Company will (a) keep, and cause each of its Subsidiaries to keep, true and
accurate records and books of account in which full, true and correct entries will be made in accordance with GAAP, (b) maintain
adequate accounts and reserves for all taxes (including income taxes), depreciation, depletion, obsolescence and amortization of its
properties and the properties of its Subsidiaries, contingencies, and other reserves, and (c) engage independent certified public
accountants reasonably satisfactory to the Lender as the independent certified public accountants of the Company and its Subsidiaries
and will not permit more than thirty (30) days to elapse between the cessation of any such firm’s (or any successor firm’s) engagement
as the independent certified public accountants of the Company and its Subsidiaries
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and the appointment in such capacity of a successor firm as shall be reasonably satisfactory to the Lender.
Section 5.04 Financial Statements, Certificates and Information. The Company will deliver to the Lender:
(a) not later than one hundred and twenty (120) days after the end of each fiscal year of the Company, the statement of
assets and liabilities of the Company as at the end of such year, and the related statement of operations for such year, each setting forth
in comparative form the figures for the previous fiscal year and all such statements to be in reasonable detail, prepared in accordance
with GAAP, and certified, without qualification;
(b) not later than sixty (60) days after the end of each quarterly fiscal period of the Company, copies of the unaudited
statement of assets and liabilities of the Company as at the end of such quarterly fiscal period and the related statement of operations for
such quarterly fiscal period, all in reasonable detail and prepared in accordance with GAAP, together with a certification by the
principal financial or accounting officer of the Company that the information contained in such financial statements fairly presents the
financial position of the Company on the date thereof (subject to year-end adjustments);
(c) Within thirty (30) days of receipt of any audit committee report prepared by the Company’s accountants, if there
are any reportable events resulting in any discussion in the sections of such report entitled “Errors or Irregularities”, “Illegal Acts” or
“Misstatements Due to Fraud”, the Company will provide copies of such sections to the Lender;
(d)
simultaneously with the delivery of the financial statements referred to in subsections (a) and (b) above, a
Compliance Certificate;
(e) five days after the date filed with the relevant Governmental Authority for each of its fiscal years, but in any event
within 125 days after the end of each fiscal year of any Insurance Subsidiary, a copy of the annual financial statements required to be
filed with the Minister of Finance of Bermuda or such other appropriate Governmental Authority of the jurisdiction of domicile of any
Insurance Subsidiary;
(f) contemporaneously with the filing or mailing thereof, copies of all material of a financial nature filed with the New
York Stock Exchange or sent to the stockholders of the Company; and
(g) from time to time such other financial data and information as the Lender may reasonably request.
Documents required to be delivered pursuant to Section 5.04(a), (b) or (e) (to the extent any such documents are
included in materials otherwise filed with the New York Stock Exchange) may be delivered electronically and if so delivered, shall be
deemed to have been delivered on the date (i) on which such materials are publicly available as posted on the Securities and Exchange
Commission’s website; or (ii) on which such documents are posted on the Company’s
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behalf on an Internet or intranet website, if any, to which the Lender has access (whether a commercial or third-party website);
provided that: (A) upon written request by the Lender, the Company shall deliver paper copies of such documents to the Lender until a
written request to cease delivering paper copies is given by the Lender and (B) the Company shall notify the Lender (by facsimile or
electronic mail) of the posting of any such documents and provide to Lender by electronic mail electronic versions (i.e., soft copies) of
such documents.
Section 5.05 Notices.
(e) Defaults. As soon as practicable after a Responsible Officer of the Company knows of the existence of any
Default, the Company will notify the Lender, in writing, of the occurrence of such Default, together with a reasonably detailed
description thereof, and the actions the Company proposes to take with respect thereto.
(f) Notice of Litigation and Judgments. The Company will, and will cause each of its Subsidiaries to, give notice to the
Lender in writing within thirty (30) days of becoming aware of any litigation or proceedings threatened in writing or any pending
litigation and proceedings affecting the Company or any of its Subsidiaries or to which the Company or any of its Subsidiaries is or
becomes a party involving an uninsured claim against the Company or any of its Subsidiaries that could reasonably be expected to
have a Material Adverse Effect and stating the nature and status of such litigation or proceedings. The Company will give notice to the
Lender, in writing, in form and detail satisfactory to the Lender, within ten (10) days of any final judgment not covered by insurance,
against the Company or any of its Subsidiaries in an amount in excess of $25,000,000.
Section 5.06 Legal Existence; Maintenance of Properties. The Company will do or cause to be done all things
necessary to preserve and keep in full force and effect its legal existence, rights and franchises and those of its Subsidiaries. It (i) will
cause all of its properties and those of its Subsidiaries used or useful in the conduct of its business or the business of its Subsidiaries to
be maintained and kept in good condition, repair and working order and supplied with all necessary equipment, (ii) will cause to be
made all necessary repairs, renewals, replacements, betterments and improvements thereof, all as in the judgment of the Company may
be necessary so that the business carried on in connection therewith may be properly and advantageously conducted at all times, and
(iii) will continue to engage primarily in the businesses now conducted by them and in related businesses; provided that nothing in this
Section 5.06 shall prevent the Company from discontinuing the operation of any Subsidiary or the operation and maintenance of any of
its properties or any of those of its Subsidiaries if such discontinuance is, in the judgment of the Company, desirable in the conduct of
its or their business and that do not in the aggregate have a Material Adverse Effect.
Section 5.07 Taxes. The Company will, and will cause each of its Subsidiaries to, duly pay and discharge, or cause to
be paid and discharged, before the same shall become overdue, all taxes, assessments and other governmental charges imposed upon it
and its real estate, sales and activities, or any part thereof, or upon the income or profits therefrom, other than where failure to pay such
taxes would not result in a Material Adverse Effect; provided, that any such tax, assessment, charge, levy or claim need not be paid if
the validity or amount thereof shall currently be contested
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in good faith by appropriate proceedings and if the Company or such Subsidiary shall have set aside on its books adequate reserves
with respect thereto.
Section 5.08 Inspection of Properties and Books, etc. The Company will permit representatives and independent
contractors of the Lender to visit and inspect any of its properties, to examine its corporate, financial and operating records, and make
copies thereof or abstracts therefrom, and to discuss its affairs, finances and accounts with its directors, officers, and independent public
accountants, all at such reasonable times during normal business hours and as often as may be reasonably desired, upon reasonable
advance notice to the Company at the Lender’s expense; provided, however, that when an Event of Default exists the Lender (or any
of its representatives or independent contractors) may do any of the foregoing at the expense of the Company at any time during
normal business hours upon reasonable advance notice.
Section 5.09 Compliance with Laws, Contracts, Licenses, and Permits. The Company will, and will cause each of its
Subsidiaries to, comply with (a) the applicable Laws wherever its business is conducted, including all environmental Laws, except
where failure to do so would not have a Material Adverse Effect, (b) the provisions of its Organizational Documents, (c) all agreements
and instruments by which it or any of its properties may be bound, except where failure to do so would not have a Material Adverse
Effect, and (d) all applicable decrees, orders, and judgments, except where failure to do so would not have a Material Adverse Effect.
If any authorization, consent, approval, permit or license from any officer, agency or instrumentality of any competent government
shall become necessary or required in order that the Company fulfill any of its obligations hereunder or any of the other Loan
Documents to which the Company is a party, the Company will immediately take or cause to be taken all reasonable steps within the
power of the Company to obtain such authorization, consent, approval, permit or license and furnish the Lender with evidence thereof.
Section 5.10 Use of Proceeds. The Company will obtain Loans solely for the purposes set forth in Section 3.12(a).
Section 5.11 Further Assurances. The Company will, and will cause each of its Subsidiaries to, cooperate with the
Lender and execute such further instruments and documents, furnish such other information and existing documents (financial or
otherwise) and take all such further action as the Lender shall reasonably request to carry out to its satisfaction the transactions
contemplated by this Agreement and the other Loan Documents.
ARTICLE VI.
NEGATIVE COVENANTS
Until the Commitment has expired or been terminated, all Obligations have been paid in full, the Company covenants
and agrees with the Lender that:
Section 6.01 Business Activities. The Company will not engage directly or indirectly (whether through Subsidiaries or
otherwise), as its primary business, in any type of business other than the type of activities set forth in its Prospectus. The Company
will not engage
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directly or indirectly (whether through Subsidiaries or otherwise), as its primary business, in any type of business other than the
insurance and reinsurance and related businesses.
Section 6.02 Fiscal Year. The Company will not, and will not permit any of its Subsidiaries to, change the date of the
end of its fiscal or financial year from that set forth in Section 3.03(a).
Section 6.03 Transactions with Affiliates. The Company will not, and will not permit any of its Subsidiaries to, engage
in any transaction with any Affiliate (other than for services as employees, officers and directors), including any contract, agreement or
other arrangement providing for the furnishing of services to or by, providing for rental of real or personal property to or from, or
otherwise requiring payments to or from any such Affiliate or, to the knowledge of the Company, any corporation, partnership, trust or
other entity in which any such Affiliate has a substantial interest or is an officer, director, trustee or partner, on terms more favorable to
such Person than would have been obtainable on an arm’s-length basis in the ordinary course of business, provided that transactions
between the Company and the Manager and/or the Manager’s Affiliates and Blue Capital Re Ltd. as set forth in the Prospectus shall be
excluded from the restrictions set forth in this Section 6.03.
Section 6.04 Disposition of Assets. The Company will not sell, transfer, convey or lease all or substantially all of its
assets or sell or assign with or without recourse any receivables, other than any sale, transfer, conveyance or lease in the ordinary
course of business.
Section 6.05 Mergers, Consolidations and Sales. The Company will not, and will not permit any of its Subsidiaries
that is a Material Party to, merge or consolidate except that, provided in each case no Default has occurred and is continuing or would
result therefrom, the Company and any wholly-owned Subsidiary of the Company may merge with the Company or any whollyowned Subsidiary of the Company, as applicable.
Section 6.06 Debt. The Company will not create, assume, incur, guarantee or otherwise permit any Debt (other than
the Debt under the Loan Documents) without the prior written consent of the Lender.
Section 6.07 Liens. The Company will not, and will not permit any of its wholly-owned Subsidiaries to, create,
assume, incur, guarantee or otherwise permit any Debt secured by any Lien upon any shares of Capital Stock of any of its whollyowned Subsidiaries (whether such shares of Capital Stock are now owned or hereafter acquired).
Section 6.08 Sanctions.
(d) No portion of any Loan will be used, directly or indirectly, for the purposes of: (i) any transaction by or for the
benefit of any Person which is listed on an SDN List, or is owned or controlled, directly or indirectly, by any person listed on an SDN
List; (ii) any country which is the subject of sanctions by any Authority; (iii) funding any activities or business of or with any Person,
or in any country or territory, that, at the time of such funding, is, or whose government is,
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the subject of sanctions by any Authority; or (iv) engaging in any transaction or any other manner that would result in a violation by
any Person of sanctions by any Authority.
(e) Neither the Company, nor any of its Subsidiaries, will engage in any conduct which might reasonably be expected
to cause it to become a subject of sanctions by any Authority.
Section 6.09 Restricted Payments. If a Default or Event of Default exists, the Company will not (a) declare or make
any dividend payment or other distribution of assets, properties, cash, rights, obligations or equity securities on account of any of its
Capital Stock or (b) purchase, redeem or otherwise acquire for value any of its Capital Stock or any warrants, rights or options to
acquire with respect thereto, whether now or hereafter outstanding.
Section 6.10 Underwriting Guidelines. The Company will at all times comply with the underwriting guidelines set
forth in the Prospectus. The Company will not consent to any change in the underwriting guidelines as set forth in the Prospectus as of
the Closing Date without prior written consent from the Lender.
Section 6.11 Subsidiaries. The Company will not form or maintain any new Subsidiary or enter into any partnership,
joint venture or similar arrangement.
Section 6.12
Anti-Money Laundering and Anti-Terrorism Finance Laws; Foreign Corrupt Practices Act . The
Company shall not, and shall not permit any Subsidiary to, (a) engage in or conspire to engage in any transaction that evades or avoids,
or has the purpose of evading or avoiding, or otherwise violates any Anti-Terrorism Law or Anti-Corruption Law, (b) cause or permit
any of the funds that are used to repay the Obligations to be derived from any unlawful activity with the result that the Lender or the
Company would be in violation of any applicable Law or (c) use any part of the proceeds of the Loans, directly or indirectly, for any
conduct that would cause the representations and warranties in Sections 3.19 and 3.20 to be untrue as if made on the date any such
conduct occurs.
ARTICLE VII.
EVENTS OF DEFAULT; ACCELERATION
Section 7.01 Events of Default and Acceleration. The occurrence and continuance of any of the following shall
constitute an event of default (each an “Event of Default”):
(a) the Company shall fail to pay any principal of any Loan when and as the same shall become due and payable,
whether at the due date thereof or at a date fixed for prepayment thereof or otherwise;
(b) the Company shall fail to pay any interest on any Loan or any fee or any other amount (other than an amount
referred to in clause (a) of this Section) payable under this Agreement or under any other Loan Document, when and as the same shall
become due and payable, and such failure shall continue unremedied for a period of three or more Business Days;
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(c) any representation, warranty, certification or statement of fact made or deemed made by or on behalf of the
Company herein, in any Loan Document or in any document delivered in connection herewith or therewith shall be incorrect or
misleading in any material respect when made or deemed made;
(d) default in the performance of any of the agreements or covenants of the Company set forth in Section 5.05, the first
sentence and clause (iii) of the second sentence of 5.06, 5.10, 6.01, 6.04, 6.05, 6.06, 6.07, 6.08, 6.09, 6.10, 6.12 after the date upon
which any applicable grace or cure periods that are expressly herein provided shall have elapsed;
(e) default in the performance of any of the agreements or covenants of the Company under this Agreement or any
other Loan Document (other than those specified in Section 7.01(a), (b), (c) or (d) above) and continuance of such default for a period
of 30 days after the date upon which (x) any Responsible Officer of the Company had actual knowledge of such default or (y) any
applicable grace or cure periods that are expressly herein provided shall have elapsed;
(f)
a Material Party shall be enjoined, restrained or in any way prevented by the order of any court or any
administrative or regulatory agency from conducting any material part of its business and such order shall continue in effect for more
than thirty (30) days;
(g) a Material Party admits in writing that it is generally unable to pay debts as they mature or become due;
(h) a Material Party makes a general assignment for the benefit of creditors;
(i) the commencement of a proceeding by or against a Material Party under any Debtor Relief Law seeking to
adjudicate a Material Party as bankrupt or insolvent, or seeking the liquidation, winding up, reorganization, arrangement, adjustment,
protection, relief or composition of a Material Party or its debts under any law relating to bankruptcy, insolvency or reorganization or
relief of debtors, or seeking the entry of an order for relief or the appointment of a receiver, liquidator, assignee, custodian, trustee,
sequestrator, debtor in possession, examiner or other similar official for a Material Party, any substantial part of a Material Party’s
property, with or without consent of such Material Party, for any purpose whatsoever and, in the case of any such proceeding instituted
against a Material Party (but not instituted by it), either such proceeding shall remain unstayed and undismissed for a period of sixty
(60) days; or any of the following actions sought in such proceeding shall occur: the entry of an order for relief against, or the
appointment of a receiver, trustee, custodian or other similar official for, a Material Party, or for any substantial part of its property;
(j) the taking of any action by a regulatory authority to obtain control of a Material Party or a substantial part of its
assets (which shall not have been vacated, discharged or stayed or bonded pending appeal within sixty (60) days from the entry
thereof);
(k) the Company shall (or its shareholders shall elect to) discontinue operations or liquidate;
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(l) a Change of Control shall occur;
(m) there shall occur any (i) default in the payment when due (subject to any applicable grace period), whether by
acceleration or otherwise, of any other Debt of the Company and/or any other Material Party if the aggregate amount of Debt of the
Company and/or any other Material Party which is accelerated or due and payable, or which (subject to any applicable grace period)
may be accelerated or otherwise become due and payable, by reason of such default or defaults is $25,000,000 or more, (ii) default in
the performance or observance of any obligation or condition with respect to any such other Debt of, or guaranteed by, a Material
Party if the effect of such default or defaults is to accelerate the maturity (subject to any applicable grace period) of any such Debt of
$25,000,000 or more in the aggregate or to permit the holder or holders of such indebtedness of $25,000,000 or more in the aggregate,
or any trustee or agent for such holders, to cause such Debt to become due and payable prior to its expressed maturity, or (iii) a final
judgment or judgments which exceed an aggregate of $25,000,000 (excluding any portion thereof which is covered by insurance so
long as the insurer is reasonably likely to be able to pay and is not denying coverage in writing) shall be rendered against a Material
Party and shall not have been discharged or vacated or had execution thereof stayed pending appeal within 60 days after entry or filing
of such judgment(s); or
(n) default in the performance of any of the agreements or covenants of the Company under the Management
Agreements, as may be amended from time to time, after the date upon which any applicable grace or cure periods that are expressly
therein provided shall have elapsed or the termination or expiration of such Management Agreements.
If an Event of Default shall occur and be continuing, then, and in every such event (other than an event with respect to the Company
described in clause (g), (h) or (i) of this Section), and at any time thereafter during the continuance of such event, the Lender may take
any or all of the following actions, at the same or different times:
(i) terminate the Commitment, and thereupon the Commitment shall terminate immediately;
(ii) declare the Loans then outstanding to be due and payable in whole (or in part, in which case any principal
not so declared to be due and payable may thereafter be declared to be due and payable), and thereupon the principal of the
Loans so declared to be due and payable, together with accrued interest thereon and all fees and other Obligations of the
Company accrued hereunder, shall become due and payable immediately, without presentment, demand, protest or other notice
of any kind, all of which are hereby waived by the Company; and
(iii) exercise all rights and remedies available to it under the Loan Documents and/or applicable Law;
provided that, in case of any event with respect to the Company described in clause (g), (h) or (i) of this Section, the Commitment shall
automatically terminate and the principal of the Loans then outstanding, together with accrued interest thereon and all fees and other
Obligations accrued
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hereunder, shall automatically become due and payable without presentment, demand, protest or other notice of any kind, all of which
are hereby waived by the Company.
Section 7.02 Application of Payments. After the exercise of remedies provided for in Section 7.01, any amounts
received on account of the Obligations shall be applied by the Lender as it elects in its sole discretion.
ARTICLE VIII.
MISCELLANEOUS
Section 8.01 Notices.
(h) Notices Generally. Unless otherwise expressly provided herein, all notices and other communications provided for
herein shall be in writing and shall be delivered by hand or overnight courier service or mailed by certified or registered mail to the
applicable party hereto, and all notices and other communications expressly permitted hereunder to be given by telephone shall be
made to the applicable telephone number, as provided in Schedule 8.01. Notices and other communications sent by hand or overnight
courier service, or mailed by certified or registered mail, shall be deemed to have been given when received. Notices and other
communications delivered through Electronic Media (defined below) to the extent permitted under clause (b) shall be deemed received
upon the sender’s receipt of an acknowledgement from the intended recipient (such as by the “return receipt requested” function, as
available, return e-mail or other written acknowledgement); provided that, if such Instruction (defined below) is not sent during the
normal business hours of the recipient, such Instruction shall be deemed to have been sent at the opening of business on the next
Business Day for the recipient
(i) Electronic Communications. Notices and other communications to the Lender hereunder may be delivered or
furnished by e-mail, facsimile or other electronic communications (including Internet or intranet websites) pursuant to procedures
approved by the Lender (“Electronic Media”). In connection therewith, the Company (i) authorizes the Lender to act on any
instruction, notice or communication (“Instruction”) it receives by Electronic Media and which appears to the Lender to originate from
a Responsible Officer, (ii) acknowledges that the Lender is not obliged to act on any Instruction it receives by Electronic Media if it has
any reason to believe that the Instruction is not authorized or has been incorrectly transmitted, or if it considers that clarification or
verification is required or desirable, and (iii) acknowledges and accepts that Electronic Media may not be secure and that third parties
may gain access to the information contained therein as a result of the parties utilizing such media. Any Instruction forwarded by
Electronic Media shall be irrevocable and shall be confirmed by mailing the original documents on the day of issue and by adding the
mention ‘CONFIRMATION’ to avoid any confusion; provided that failure to receive such mailed confirmation shall not invalidate any
o f the operations carried out pursuant to an Instruction. The use of Electronic Media as a means of communications will remain
operational for an undetermined period and may be revoked at any time by notice from the Lender to the Company.
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(j) Change of Address, etc. The Company or the Lender may change its address, facsimile number, telephone number
or electronic mail address for notices and other communications hereunder by notice to the other parties hereto.
(k) Reliance by Lender and Indemnification. The Lender shall be entitled to rely and act upon any notices (including
telephonic notices and Instructions given by Electronic Media) purportedly given by or on behalf of the Company even if (i) such
notices were not made in a manner specified herein, were incomplete or were not preceded or followed by any other form of notice
specified herein or (ii) the terms thereof, as understood by the recipient, varied from any confirmation thereof. The Company shall
indemnify the Lender and its Related Parties for all losses, costs, expenses and liabilities resulting from (x) the reliance of such Person
on each notice or Instruction purportedly given by or on behalf of the Company and any action taken thereon and (y) in respect of any
interception, delay, corruption, non-receipt by either party or its agents, or receipt by persons other than the intended addressee, of
complete and legible electronic messages or their attachments. All telephonic notices to and telephonic communications with the
Lender may be recorded by the Lender, and each of the parties hereby consents to such recording.
Section 8.02 Waivers; Amendments.
(g) No Waiver; Remedies Cumulative; Enforcement. No failure or delay by the Lender in exercising any right,
remedy, power or privilege hereunder or under any other Loan Document shall operate as a waiver thereof, nor shall any single or
partial exercise of any such right, remedy, power or privilege, or any abandonment or discontinuance of steps to enforce such a right
remedy, power or privilege, preclude any other or further exercise thereof or the exercise of any other right remedy, power or privilege.
The rights, remedies, powers and privileges of the Lender hereunder and under the Loan Documents are cumulative and are not
exclusive of any rights, remedies, powers or privileges that any such Person would otherwise have.
(h) Amendments, Etc. Except as otherwise expressly set forth in this Agreement, no amendment or waiver of any
provision of this Agreement or any other Loan Document, and no consent to any departure by the Company therefrom, shall be
effective unless in writing executed by the Company and the Lender, and each such waiver or consent shall be effective only in the
specific instance and for the specific purpose for which given.
Section 8.03 Expenses; Indemnity; Etc.
(a) Costs and Expenses. The Company agrees to pay or reimburse (i) all reasonable out-of-pocket costs and expenses
incurred by the Lender in connection with the preparation, negotiation, execution, delivery and administration of this Agreement and
the other Loan Documents, or any amendments, modifications or waivers of the provisions hereof or thereof (whether or not the
transactions contemplated hereby or thereby shall be consummated), including the reasonable fees, charges and disbursements of
counsel and (ii) all reasonable out-of-pocket costs and expenses incurred by the Lender (including the reasonable fees, charges and
disbursements of counsel for the Lender) in connection with the enforcement or protection of any rights and remedies under this
Agreement and the other Loan Documents, including all such costs and expenses incurred during any legal proceeding, including any
proceeding under any Debtor Relief Law, and including
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in connection with any workout, restructuring or negotiations in respect of the Loans and the Loan Documents.
(b) Indemnification by Company. The Company shall indemnify the Lender (and any sub-agent thereof) and each
Related Party of the Lender (each such Person being called an “Indemnitee”) against, and hold each Indemnitee harmless from, any
and all liabilities, obligations, losses, damages, penalties, claims, demands, actions, judgments, suits, costs (including settlement costs),
disbursements and out-of-pocket fees and expenses (including the reasonable fees, charges and disbursements of any counsel for any
Indemnitee) of any kind or nature whatsoever which may at any time be imposed on, incurred by or asserted or awarded against any
Indemnitee in any way relating to or arising out of or in connection with or by reason of (i) any actual or prospective claim, litigation,
investigation or proceeding in any way relating to, arising out of, in connection with or by reason of any of the following, whether
based on contract, tort or any other theory (including any investigation of, preparation for, or defense of any pending or threatened
claim, litigation or proceeding): (x) the execution, delivery, enforcement, performance or administration of any Loan Document or any
other document delivered in connection with the transactions contemplated thereby or the consummation of the transactions
contemplated thereby or (y) any Commitment, any Loan or the use or proposed use thereof or of the proceeds thereof; provided that
such indemnity shall not, as to any Indemnitee, be available to the extent that such liabilities, obligations, losses, damages, penalties,
claims, demands, actions, judgments, suits, costs, fees and expenses are determined by a court of competent jurisdiction by final and
nonappealable judgment to have resulted from the gross negligence or willful misconduct of such Indemnitee; collectively, the
“Indemnified Liabilities”), in all cases, whether or not caused by or arising, in whole or in part, out of the negligence of such
Indemnitee and regardless of whether such Indemnitee is a party thereto, and whether or not any such claim, litigation, investigation or
proceeding is brought by the Company, its equity holders, its affiliates, its creditors or any other Person.
(c) Waiver of Consequential Damages, Etc. To the fullest extent permitted by applicable Law, the Company shall not
assert, and hereby waives, any claim against any Indemnitee, on any theory of liability, for special, indirect, consequential or punitive
damages (as opposed to direct or actual damages) arising out of, in connection with, or as a result of, any Loan Document or any other
document contemplated thereby, the transactions contemplated thereby, any Commitment or any Loan, the use thereof or of the
proceeds thereof or such Indemnitee’s activities in connection therewith (whether before or after the Closing Date). No Indemnitee
shall be liable for any damages arising from the use by unintended recipients of any information or other materials obtained through
any information transmission systems in connection with the Loan Documents or the transactions contemplated thereby unless
determined by a court of competent jurisdiction by final and nonappealable judgment to have resulted from the gross negligence or
willful misconduct of such Indemnitee.
(d) Payments. All amounts due under this Section shall be payable promptly after demand therefor by the relevant
Person entitled thereto.
Section 8.04 Successors and Assigns.
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(a) Successors and Assigns. The provisions of this Agreement shall be binding upon and inure to the benefit of the
parties hereto and their respective successors and assigns permitted hereby, except that the Company may not assign or otherwise
transfer any of its rights or obligations hereunder without the prior written consent of the Lender. The Lender may at any time assign to
one or more assignees all or a portion of its rights and obligations under this Agreement (including all or a portion of its Commitment;
provided that the consent of the Company shall be required for any assignment (such consent not to be unreasonably withheld or
delayed and which consent is hereby given for assignments to any Affiliate of a Lender) unless any Event of Default has occurred and
is continuing at the time of such assignment; provided that the Company shall be deemed to have consented to any such assignment
unless it shall object thereto by written notice to the Lender within five Business Days after having received notice thereof.
(b) Certain Pledges. The Lender may at any time pledge or assign a security interest in all or any portion of its rights
under this Agreement to secure obligations of the Lender; provided that no such pledge or assignment shall release the Lender from
any of its obligations hereunder or substitute any such pledgee or assignee for the Lender as a party hereto.
Section 8.05 Survival. All covenants, agreements, representations and warranties made by the Company herein and in
any Loan Document or other documents delivered in connection herewith or therewith or pursuant hereto or thereto shall be
considered to have been relied upon by the other parties hereto and shall survive the execution and delivery hereof and thereof and the
making of the Loans hereunder, regardless of any investigation made by any such other party or on its behalf and notwithstanding that
the Lender may have had notice or knowledge of any Default at the time of any Loan, and shall continue in full force and effect as
long as any Obligation hereunder shall remain unpaid or unsatisfied or any Loan shall remain outstanding. The provisions of
Sections 2.12, 2.13, 2.14, 8.03, and 8.15 shall survive and remain in full force and effect regardless of the consummation of the
transactions contemplated hereby, the payment in full of the Obligations, the expiration or termination of the Commitment or the
termination of this Agreement or any provision hereof.
Section 8.06 Counterparts; Integration; Effectiveness; Electronic Execution.
(f) Counterparts; Integration; Effectiveness. This Agreement may be executed in counterparts (and by different parties
hereto in different counterparts), each of which shall constitute an original, but all of which when taken together shall constitute a
single contract. This Agreement and the other Loan Documents, and any separate letter agreements with respect to fees and expenses
payable to the Lender, constitute the entire contract among the parties relating to the subject matter hereof and supersede any and all
previous agreements and understandings, oral or written, relating to the subject matter hereof. Except as provided in Section 4.01, this
Agreement shall become effective when it shall have been executed by the Lender and when the Lender shall have received a
counterpart hereof that bears the signature of the Company. Delivery of an executed counterpart of a signature page of this Agreement
by facsimile or in electronic (i.e., “pdf” or “tif”) format shall be effective as delivery of a manually executed counterpart of this
Agreement.
(g)
Electronic Execution of Assignments and Certain Other Documents. The words “execution”, “signed”,
“signature”, and words of like import in any amendment or other
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modification hereof (including waivers and consents) shall be deemed to include electronic signatures or the keeping of records in
electronic form, each of which shall be of the same legal effect, validity or enforceability as a manually executed signature or the use of
a paper-based recordkeeping system, as the case may be, to the extent and as provided for in any applicable Law, including the Federal
Electronic Signatures in Global and National Commerce Act, the New York State Electronic Signatures and Records Act, or any other
similar state Laws based on the Uniform Electronic Transactions Act.
Section 8.07 Severability. If any provision of this Agreement or the other Loan Documents is held to be illegal, invalid
or unenforceable, (a) the legality, validity and enforceability of the remaining provisions of this Agreement and the other Loan
Documents shall not be affected or impaired thereby and (b) the parties shall endeavor in good faith negotiations to replace the illegal,
invalid or unenforceable provisions with valid provisions the economic effect of which comes as close as possible to that of the illegal,
invalid or unenforceable provisions. The invalidity of a provision in a particular jurisdiction shall not invalidate or render unenforceable
such provision in any other jurisdiction.
Section 8.08 Right of Setoff. If an Event of Default shall have occurred and be continuing, the Lender, and each of its
Affiliates is hereby authorized at any time and from time to time, to the fullest extent permitted by applicable Law, to set off and apply
any and all deposits (general or special, time or demand, provisional or final, in whatever currency) at any time held, and other
obligations (in whatever currency) at any time owing, by the Lender or any such Affiliate, to or for the credit or the account of the
Company against any and all of the obligations of the Company now or hereafter existing under this Agreement or any other Loan
Document to the Lender or their respective Affiliates, irrespective of whether or not the Lender or Affiliate shall have made any
demand under this Agreement or any other Loan Document and although such obligations of the Company may be contingent or
unmatured or are owed to a branch, office or Affiliate of the Lender different from the branch, office or Affiliate holding such deposit
or obligated on such indebtedness. The rights of the Lender, the Lender and their respective Affiliates under this Section are in addition
to other rights and remedies (including other rights of setoff) that the Lender or its Affiliates may have. The Lender agrees to notify the
Company promptly after any such setoff and application; provided that the failure to give such notice shall not affect the validity of
such setoff and application.
Section 8.09 Governing Law; Jurisdiction; Etc.
(c) Governing Law. This Agreement and the other Loan Documents and any claims, controversy, dispute or cause of
action (whether in contract or tort or otherwise) based upon, arising out of or relating to this Agreement or any other Loan Document
(except, as to any other Loan Document, as expressly set forth therein) and the transactions contemplated hereby and thereby shall be
governed by, and construed in accordance with, the Laws of Bermuda.
(d) Jurisdiction. The Company irrevocably and unconditionally agrees that it will not commence any action, litigation
or proceeding of any kind or description, whether in law or equity, whether in contract or tort or otherwise, against the Lender or any
Related Party of the Lender, in any way relating to this Agreement or any other Loan Document or the transactions
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relating hereto or thereto, in a forum other than the courts of Bermuda, and each of the parties hereto irrevocably and unconditionally
submits to the exclusive jurisdiction of such courts and agrees that all claims in respect of any such action, litigation or proceeding may
be heard and determined in such court. Each of the parties hereto agrees that a final judgment in any such action, litigation or
proceeding shall be conclusive and may be enforced in other jurisdictions by suit on the judgment or in any other manner provided by
Law. Nothing in this Agreement or in any other Loan Document shall affect any right that the Lender may otherwise have to bring any
action or proceeding relating to this Agreement or any other Loan Document against the Company or its respective properties in the
courts of any jurisdiction.
(e) Waiver of Venue . The Company irrevocably and unconditionally waives, to the fullest extent permitted by
applicable Law, any objection that it may now or hereafter have to the laying of venue of any action or proceeding arising out of or
relating to this Agreement or any other Loan Document in any court referred to in clause (b) of this Section. Each of the parties hereto
hereby irrevocably waives, to the fullest extent permitted by applicable Law, the defense of an inconvenient forum to the maintenance
of such action or proceeding in any such court.
Section 8.10 Reserved.
Section 8.11 Headings. Article and Section headings and the Table of Contents used herein are for convenience of
reference only, are not part of this Agreement and shall not affect the construction of, or be taken into consideration in interpreting, this
Agreement.
Section 8.12
Confidentiality. The Lender agrees to maintain the confidentiality of the Information, except that
Information may be disclosed (a) to its Related Parties (it being understood that the Persons to whom such disclosure is made will be
informed of the confidential nature of such Information and instructed to keep such Information confidential in accordance with
customary practices); (b) to the extent required or requested by any regulatory authority purporting to have jurisdiction over or to which
an agreement exists between it or its Related Parties (including any self-regulatory authority, such as the National Association of
Insurance Commissioners); (c) to the extent required by applicable Laws or regulations or by any subpoena or similar legal process;
(d) in connection with the exercise of any remedies hereunder or under any other Loan Document or any action or proceeding relating
to this Agreement or any other Loan Document or the enforcement of rights hereunder or thereunder; (e) subject to an agreement
containing provisions substantially the same (or at least as restrictive) as those of this Section (or as may otherwise be reasonably
acceptable to the Company), to (i) any assignee of or participant in, or any prospective assignee of or participant in, any of its rights
and obligations under this Agreement, or (ii) any actual or prospective party (or its Related Parties) to any swap, derivative other
transaction under which payments are to be made by reference to the Company and its obligations, this Agreement or payments
hereunder; (f) on a confidential basis to any rating agency in connection with rating the Company or its Subsidiaries or the credit
facility hereunder; or (h) to the extent that such Information (x) becomes publicly available other than as a result of a breach of this
Section, or (y) becomes available to the Lender or any of its Affiliates on a nonconfidential basis from a source other than the
Company. For purposes of this Section, “Information” means all information received from the Company or any of its Subsidiaries
relating to the Company or any of its Subsidiaries or any of
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their respective businesses, other than any such information that is available to the Lender on a nonconfidential basis prior to disclosure
by the Company or any of its Subsidiaries; provided that, in the case of information received from the Company or any of its
Subsidiaries after the date hereof, such information is clearly identified at the time of delivery as confidential. Any Person required to
maintain the confidentiality of Information as provided in this Section shall be considered to have complied with its obligation to do so
if such Person has exercised the same degree of care to maintain the confidentiality of such Information as such Person would accord
to its own confidential information.
Section 8.13 PATRIOT Act . The Lender is subject to the PATRIOT Act and hereby notifies the Company that
pursuant to the requirements of the PATRIOT Act, it is required to obtain, verify and record information that identifies the Company,
which information includes the name and address of the Company and other information that will allow the Lender to identify the
Company in accordance with the PATRIOT Act. The Company shall, promptly following a request by the Lender, provide all
documentation and other information that the Lender requests in order to comply with its ongoing obligations under applicable “know
your customer” and anti-money-laundering rules and regulations, including the PATRIOT Act.
Section 8.14 Interest Rate Limitation. Notwithstanding anything herein to the contrary, if at any time the interest rate
applicable under any Loan Document, together with all fees, charges and other amounts which are treated as interest under such Loan
Document under applicable Law (collectively, “charges”), shall exceed the maximum lawful rate (the “Maximum Rate”) which may
be contracted for, charged, taken, received or reserved by the Lender in accordance with applicable Law, the rate of interest payable
pursuant to such Loan Document, together with all charges payable in respect thereof, shall be limited to the Maximum Rate and, to
the extent lawful, the interest and charges that would have been payable pursuant to such Loan Document but were not payable as a
result of the operation of this Section shall be cumulated and the interest and charges payable to the Lender in respect of other Loan
Documents or periods shall be increased (but not above the Maximum Rate therefor) until such cumulated amount, together with
interest thereon at the Federal Funds Effective Rate for each day to the date of repayment, shall have been received by the Lender.
Section 8.15 Payments Set Aside. To the extent that any payment by or on behalf of the Company is made to the
Lender or the Lender exercises its right of setoff, and such payment or the proceeds of such setoff or any part thereof is subsequently
invalidated, declared to be fraudulent or preferential, set aside or required (including pursuant to any settlement entered into by the
Lender in its discretion) to be repaid to a trustee, receiver or any other party, in connection with any proceeding under any Debtor
Relief Law or otherwise, then to the extent of such recovery, the obligation or part thereof originally intended to be satisfied shall be
revived and continued in full force and effect as if such payment had not been made or such setoff had not occurred.
Section 8.16 No Advisory or Fiduciary Responsibility. In connection with all aspects of each transaction contemplated
hereby (including in connection with any amendment, waiver or other modification hereof or of any other Loan Document), the
Company acknowledges and agrees, and acknowledges its Affiliates’ understanding, that: (a) (i) no fiduciary, advisory or
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agency relationship between the Company and its Subsidiaries and the Lender is intended to be or has been created in respect of the
transactions contemplated hereby or by the other Loan Documents, irrespective of whether the Lender has advised or is advising the
Company or any Subsidiary thereof on other matters, (ii) the services regarding this Agreement provided by the Lender are arm’slength commercial transactions between the Company and its Affiliates, on the one hand, and the Lender, on the other hand, (iii) the
Company has consulted its own legal, accounting, regulatory and tax advisors to the extent that it has deemed appropriate and (iv) the
Company is capable of evaluating, and understands and accepts, the terms, risks and conditions of the transactions contemplated
hereby and by the other Loan Documents; and (b) (i) the Lender has been acting solely as a principal and, except as expressly agreed
in writing by the relevant parties, has not been, is not, and will not be acting as an advisor, agent or fiduciary for the Company or any
of its Affiliates, or any other Person; (ii) the Lender has no obligation to the Company or any of its Affiliates with respect to the
transactions contemplated hereby except those obligations expressly set forth herein and in the other Loan Documents; and (iii) the
Lender and its Affiliates may be engaged, for its own accounts or the accounts of customers, in a broad range of transactions that
involve interests that differ from those of the Company or any of its Affiliates, and the Lender has no obligation to disclose any of such
interests to the Company or any of its Affiliates. To the fullest extent permitted by Law, the Company hereby waives and releases any
claims that it may have against the Lender, with respect to any breach or alleged breach of agency or fiduciary duty in connection with
any aspect of any transaction contemplated hereby.
Section 8.17 Judgment Currency. If, for the purposes of obtaining judgment in any court, it is necessary to convert a
sum due hereunder or any other Loan Document in one currency into another currency, the rate of exchange used shall be that at
which in accordance with normal banking procedures the Lender could purchase the first currency with such other currency on the
Business Day preceding that on which final judgment is given. The obligation of the Company in respect of any such sum due from it
to the Lender hereunder or under the other Loan Documents shall, notwithstanding any judgment in a currency (the “Judgment
Currency”) other than that in which such sum is denominated in accordance with the applicable provisions of this Agreement (the
“Agreement Currency”), be discharged only to the extent that on the Business Day following receipt by the Lender of any sum
adjudged to be so due in the Judgment Currency, the Lender may in accordance with normal banking procedures purchase the
Agreement Currency with the Judgment Currency. If the amount of the Agreement Currency so purchased is less than the sum
originally due to the Lender from the Company in the Agreement Currency, the Company agrees, as a separate obligation and
notwithstanding any such judgment, to indemnify the Lender against such loss. If the amount of the Agreement Currency so purchased
is greater than the sum originally due to the Lender in such currency, the Lender agrees to return the amount of any excess to the
Company (or to any other Person who may be entitled thereto under applicable law).

Signature Pages to Follow
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IN WITNESS WHEREOF, each of the parties hereto has caused a counterpart of this Agreement to be duly executed
and delivered as of the date first above written.

BLUE CAPITAL REINSURANCE HOLDINGS LTD.
By: /s/ Adam Szakmary
Name: Adam Szakmary
Title: Chief Executive Officer
ENDURANCE INVESTMENTS HOLDINGS LTD.
By: /s/ John V. Del Col
Name: John V. Del Col
Title: Director

[Credit Agreement Signature Page]
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SCHEDULE 3.06
Litigation
None.

Schedule 3.06
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SCHEDULE 8.01
INFORMATION FOR NOTICES
I. Company:
Blue Capital Reinsurance Holdings Ltd.
100 Pitts Bay Road
Pembroke, Bermuda HM 08
Fax No.: (441) 278-0401
Telephone No.: (441) 278-0440

II. Lender:
Endurance Investments Holdings Ltd.
100 Pitts Bay Road
Pembroke, Bermuda HM 08
Fax No.: (441) 278-0401
Telephone No.: (441) 278-0440

Schedule 8.01-1
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Exhibit 31.1
CERTIFICATION PURSUANT TO RULES 13a-14(a) OR 15d-14(a)
OF THE SECURITIES EXCHANGE ACT OF 1934, AS AMENDED
I, Adam Szakmary, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Blue Capital Reinsurance Holdings Ltd.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the Registrant as of, and for, the periods presented in this report;

4.

The Registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) for the Registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the Registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;
(b) Evaluated the effectiveness of the Registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures as of the end of the period covered by this report based on such evaluation; and
(c) Disclosed in this report any change in the Registrant’s internal control over financial reporting that occurred during the Registrant’s most
recent fiscal quarter (the Registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the Registrant’s internal control over financial reporting; and

5.

The Registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
Registrant’s auditors and the audit committee of the Registrant’s board of directors (or persons performing the equivalent functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the Registrant’s ability to record, process, summarize and report financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the Registrant’s internal
control over financial reporting.

Date:

May 9, 2016

By:

/s/ ADAM SZAKMARY
Name:
Title:

Adam Szakmary
Chief Executive Officer
(Principal Executive Officer)

Exhibit 31.2
CERTIFICATION PURSUANT TO RULES 13a-14(a) OR 15d-14(a)
OF THE SECURITIES EXCHANGE ACT OF 1934, AS AMENDED
I, Greg A. Garside, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Blue Capital Reinsurance Holdings Ltd.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the Registrant as of, and for, the periods presented in this report;

4.

The Registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) for the Registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the Registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;
(b) Evaluated the effectiveness of the Registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures as of the end of the period covered by this report based on such evaluation; and
(c) Disclosed in this report any change in the Registrant’s internal control over financial reporting that occurred during the Registrant’s most
recent fiscal quarter (the Registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the Registrant’s internal control over financial reporting; and

5.

The Registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
Registrant’s auditors and the audit committee of the Registrant’s board of directors (or persons performing the equivalent functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the Registrant’s ability to record, process, summarize and report financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the Registrant’s internal
control over financial reporting.

Date:

May 9, 2016

By:

/s/ GREG A. GARSIDE
Name:
Title:

Greg A. Garside
Chief Financial Officer
(Principal Financial Officer)

Exhibit 32
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
In connection with the Quarterly Report of Blue Capital Reinsurance Holdings Ltd. (the “Company”) on Form 10-Q for the period ended March 31, 2016, as
filed with the Securities and Exchange Commission on the date hereof (the “Report”), we, Adam Szakmary and Greg A. Garside, Chief Executive Officer and
Chief Financial Officer, respectively, of the Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002,
that to our knowledge:
(a)

The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and,

(b)

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date:

May 9, 2016

BY:

/s/ ADAM SZAKMARY
Name:
Title:

Date:

May 9, 2016

BY:

Adam Szakmary
Chief Executive Officer
(Principal Executive Officer)

/s/ GREG A. GARSIDE
Name:
Title:

Greg A. Garside
Chief Financial Officer
(Principal Financial Officer)

