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Item 5. Other events

The following information includes financial statements of PartnerRe Ltd.
which combine information previously filed in the Form 10-K for the year ended
December 31, 2001 and the Form 8-K filed on November 4, 2002. This information
is being filed solely to comply with a technical requirement in connection with
a shelf registration statement on Form S-3 filed with the Securities and
Exchange Commission.

PartnerRe Ltd.
Consolidated Balance Sheets
(Expressed in thousands of U.S. dollars, except share data)

Decem
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Assets 2

Investments and cash:
Fixed maturities, available for sale, at fair value (amortized cost: 2001,

$3,382,768; 2000, S$3,047,000) ottt iiiiiit ettt et e e et e e $ 3,0
Short-term investments, available for sale, at fair value (amortized cost: 2001,

$39,547; 2000, S24, 07 2) i ittt it et e et e ettt e e et e e
Equities, available for sale, at fair value (cost: 2001, $408,879; 2000, $327,965) ..... 3
Trading securities, at fair value (cost: 2001, $79,973; 2000, $nil) ....ceiiiinnnnnnnnn.
Cash and cash equivalents, at fair value, which approximates amortized cost ............ 4
Other Invested @SSl S ittt it ittt e e et e ettt e e et ettt eeeeeeeeeeeeeeeeeeeaaeeeeenns

Total dnvestments and Cash ...ttt ittt e it ettt ettt et ettt eeeteeeteeeeneeaeeens 3,8

Accrued 1NVesStment 1NCOME . . ittt ittt ittt et ettt ettt eee et eae e
Reinsurance balances receivable .. ...ttt ittt ettt eeeeeeeeeeaaaeaeees
Reinsurance recoverable on paid and Uunpaid 10SSES v v it ittt itn e ettt eeeeeeeeeeaneeeeenns
Funds held by reinsured CoOmPanie s ...ttt ittt iee ettt eeeeeeeeeeeneeeeeeeeaeeeeeeens
Deferred acqUisition COSE S v ittt ittt it e et ettt e e e ettt e eee e eeeeeeeeeeaaeeaeenns
JD Y e Yo F= e I A= == T ol
Current and deferred taxes recoverable . ... ..ttt ittt ittt eeeeeeeeeeaaaeaeeens
[T T A 4
Lol o L

=N oy DD

B o= T = T $ 6,1

Liabilities

Unpaid 1osses and 1OSS EXPEINSES e v vttt v onnnneeeeeaneeeeeeeenneeeeeeeenneeeeeeeeaeeeeeesas $ 2,3
Policy benefits for life and annuity contracts ... ..ttt it e e ettt 6
Unearned PreMIUMS .« vt v i v v i vttt o meeee e e e onneeeeseeaeeeeeeeeeneeeeeeeenneeeeeeeeaneeeeeeeas 4
Funds held under reinsurance treaties ... ...ttt ittt ittt et nnnas

Deposit 1iabildtdes ittt ittt e e e e e e e e e e e e et e e e e e

@) o X e w1 o X

Payable for securities purcChased ... ...ttt ittt ettt et eeeeeeeeeeaaaeaeenns 2
Accounts payable, accrued expenses and OLher . ...ttt ittt ittt ettt taeeeeeeeeeneeens

I o= N P 1= o 3 0 Tl == $ 4,0

Trust Preferred and Mandatorily Redeemable Preferred Securities .........c.c.iiiiiienenann..

Shareholders' Equity

Common shares (issued and outstanding: 2001, 50,164,211; 2000, 50,113,311) ............
Preferred shares (issued and outstanding: 2001, 10,000,000;000, 10,000,000) ...........
3
Decem
Assets 2
Additional paid—In Capital ...ttt ittt et e e et e et e e e 8
Deferred CoOmPensSation ...ttt ittt ittt et e ettt e e ettt eeeeeeeeeenaeeeeeeeaaeeeeenes
Accumulated other comprehensive income (loss):
Net unrealized gains on investments, nNet O0f LaX . ...ttt ittt ittt ettt eeeeeneeeeeeeenns 1
Currency translation adjustment ... ...ttt ittt et e et ettt e e e e (
Retalned Earning s ittt ittt e e et e e ettt ettt e e 1,0
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Total Shareholders' EgUity ..ttt ittt ittt et ettt ettt ettt aeeeeeeeeeaeeeeeeeeeaneens

Total Liabilities, Trust Preferred and Mandatorily Redeemable
Preferred Securities and Shareholders' EqUIiLY ...ttt ittt et iiieeeeeanenns

See accompanying Notes to Consolidated Financial Statements

PartnerRe Ltd.
Consolidated Statements of Operations and Comprehensive Income
(Expressed in thousands of U.S. dollars, except share data)

Revenues
GroOSs PremiUms WriL L en ..ttt ittt ittt et e ettt e et et eeeeeeeeeeaeeeeeeeeeaneens

Net premiums Writhen ..ttt i et ettt e e e e ettt et ae et eeeeeeeeeeaaaeaeenes
Decrease (increase) in unearned PremMiUMS . .o v vttt i ittt ettt oo eeeeeeeeeeeeeeeeaneens

Net PremiUmsS Carned .. i ittt ittt ettt te e e et et aaeeeeeeeeaeeeeeeeeeneeeeeeeeeeeeeeeas
Net dnvestment dnCOmMe ... ittt i it ettt et e ettt et aeee et eeaeeeeeeeanaeeeenes
Net realized investment (lOSSES) GallNS i v vttt iii it ittt tneeeeeeeeeneeeeeeeaeeeeeenas
(@ ol o XS a1 o 7o) 111 Y

TOLAL REVENUES ittt ettt i e et e ettt eaee e e eaeeeeeeeeeeeeeeeeeaeeeeeeeeenaeeeeeneenns

Expenses

Losses and loss expenses and life policy benefits . ... ..ttt eennnnns
P2\ e 16 B = eI o N 1 @ = i P
Other OpPerating ERPENSE S v ittt i it ettt ettt ettt ettt eaeeeeeeeeeeeeeeeeeaeeeeeeeenaeeens
B o N B S S U S - 1 0 = e
Amortization Of GooOAWi Ll ...ttt e e e e e ettt et
Net foreign eXChange Gails ..ttt ittt ettt ettt ettt taeeeeeeeeeeeeeeeeeaneeeeeees

TOL Al E XSS v e ittt et o e e e e e et e e ae e e e e e aaeeeeeeeaneeeeeeeeeaeeeeeeeeeneeeeeneenns

Income (loss) before distributions related to Trust

Preferred and Mandatorily Redeemable
Preferred SecuUrities and LaXesS ...ttt iii ittt ittt eeeeeeeeeeaeeeeeeeenneeens
Distributions related to Trust Preferred and

Mandatorily Redeemable Preferred Securities ..... ...ttt ennnenns
Income tax Denef it ..ttt it ittt et e e e e e e e e e e e e et
Net Income (Loss) Before Cumulative Effect of Adopting

New Accounting Standard, Net Of TaX ..ttt tieneeeeeeeeeeeeeeeeneeeeeeeeanns

For the vy
ended
December
1999

1,338,0
307, 6
(15,8

1,130,1
318, 5
93,0

12,9
25,7

50,9

(43,7
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net of tax .........

Net TNCOME (LiOSS) vt vttt ettt e ottt et ettt ettt eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeenanann 94,7
Preferred dividends ... ittt ittt ettt ettt ettt ettt ettt e e e e e 20,0
Net Income (Loss) Available to Common Shareholders ... ...ttt eeeeeeennneeenns S 74,7
Comprehensive (Loss) Income, Net of Tax
Nt INCOME (LOSS) vt ittt ettt ettt ettt et ettt et ettt ettt eeeeeeeeeeeeeeaeenans S 94,7
Change in net unrealized gains or losses on investments .........c.iiiiiiiieeeeennnn (83,8
Change in currency translation adjustment .. ... ...ttt ittt ettt teeeeeeeeeeennenns (34,8
Comprehensive (LOSS) INCOME .ttt v v e et e ennnneeeeeeeneeeeeeeenneeeeeeeeaneeeeeeseeaeeens S (23,9
5
For the vy
ended
December
1999
Per Share Data:
Earnings per common share:
BasSicC NEl INCOME (LOSS) ittt ittt ittt et ettt ettt ettt teeeeeeeeeeeeeeeeeeeaeineanns S 1.
Diluted NEt INCOME (LOSS) vttt v it ittt ettt ettt et ettt eeeeeeeeeeeseeeeeeeeeneenns S 1.
Weighted average number of common and common equivalent shares outstanding ......... 53,231

See accompanying Notes to Consolidated Financial Statements

Common shares

PartnerRe Ltd.
Consolidated Statements of Shareholders'

(Expressed in thousands of U.S. dollars)

Balance at beginning of year ........i.iiiiiiiiiinnaan.
Repurchase of common shares ...........c0iiiiiieennnnn.
Issue of common shares .......iii it iiinneeeeeennnneennn

Balance at end O0f year ...ttt ittt iiie et

Preferred shares

Balance at beginning and end of year ............ccoo. ...

For the year
ended
December 31,
1999

$ 52,801

10,000

For the year
ended
December 31,
2000

$ 49,265
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Additional Paid-In Capital

Balance at beginning of year ........i.iiiiiiiiiinnaann 1,053,138
Repurchase of common shares and warrants ............... (172,593)
Issue Oof CcommoOn Shares ... ittt ittt it teeeeneeneeens (942)
Issue of purchase contract for common shares ........... -

Balance at end O0f year ...ttt ittt 879,603
Deferred Compensation

Balance at beginning of year ........i.iiiiiiiiiinaann. (433)
Issue of restricted common shares ...................... -
Amortization of deferred compensation .................. 433

Balance at end O0f year ...ttt ittt ittt -

Accumulated Other Comprehensive (Loss) Income
Balance at beginning of year .........iiiiiiiiiiiinaannn 19,343
Unrealized (losses) gains on investments, net of

reclassification adjustments ............0iiiii... (83,849)
Currency translation adjustment ........... ... ..., (34,883)
Balance at end O0f year ...ttt ittt ettt (99,389)
Retained Earnings
Balance at beginning of year .........iiiiiiiiiiineann. 978,585

Net 1ncome (L10SS) vt ittt ittt ettt et ettt et et e et 94,755

Dividends on cCoOmMmMON Shares ... ii it iinttneeeeeneeneenn (52,108)
Dividends on preferred shares ..........eiiiiieeeennnnns. (20,000)
Balance at end 0f year ...ttt ittt 1,001,232

Total Shareholders' EQUity ...ttt tineeeeeeeenns

See accompanying Notes to Consolidated Financial Statements

PartnerRe Ltd.
Consolidated Statements of Cash Flows
(Expressed in thousands of U.S. dollars)

Cash Flows From Operating Activities

Net INCOME (108 S) vttt ittt ettt ettt ettt et ettt ettt ettt et e te e e

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

Accrual of discount on investments, net of amortization of premium .........
Amortization Of goodWill ... ..ttt e e e e et e e e e

879,603
(4,177)
16,884

(99,389)

183,636
(22,446)

1,001,232
142,307
(51,223)
(20,000)

For the year
ended
December 31,

1999

10,419
25,715
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Effect of adopting new accounting standard ........c...iiiiiitiinnneneeennnnns -

Net realized investment 10SSesS (gainsS) ittt iii ittt ittt eeanneeeenns 15,880
Changes in:

Unearned PremMIUMS vt v i i v v ittt ot e e e e e e e oneeeeeeeeeeeeeeeseeaseeeeeeeeneeens (16,355)
Reinsurance balances receivable ... ..ttt ittt ittt ittt ettt eeeeneaneean 65,319
Unpaid losses and loss expenses including life policy benefits ............. 274,671
Net taxes reCoVEeraAlD e . i ittt it it it e et ettt et e e e ettt ettt et e ettt e e (38,601)
Other changes in assets and liabilities . ... ..ttt eennnnns (2,363)
Other dtems, Net ittt i ittt e it e et ettt ettt e et ee e e eeeeeeeeneaneean (871)
Net cash provided by (used in) operating activities ........ ... ... 428,569

Cash Flows From Investing Activities

Sales of fixed MAatUTL L iES v it ittt it ittt e et e ettt ettt et e eeeeneeaes 5,997,415
Redemptions of fixed maturities . ... ...ttt ittt ettt eieeeeeneanns 200,389
Purchases of fixed MatuUritie s . i ittt it ettt ettt ettt ettt ettt et eeenenn (6,763,370)
Net (purchases) sales of short term investments .........c.c.oiiiiiiiiinnneen.. (24,337)
Net purchases o0f equUities ...ttt ittt et ettt et ettt et aaeeeeenns (48,398)

Proceeds from disposition of subsidiary . ...ttt -
Cash s501d with sSUDSIAiary v vt ittt et e e ettt et ettt eaeeeeeeeeeaeeens -
(050 o L 14,422

Net cash (used in) provided by investing activities ......... ... ... (623,879)

Cash Flows from Financing Activities

Cash dividends paid to shareholders ... ...ttt ittt enneeeeeeeeneeens (72,108)
Repurchase of common shares and wWarrants ... ...t iiiii ittt teeeeeeeeeennenns (176,898)
Accounts payable related to repurchase of common shares and warrants ....... 399
Issue Of COmMMON SharE S ..ttt it ittt ittt e et ettt eeeeeeeseeanaeeeanns 156

Issue of Trust Preferred SecUrities . ...ttt iiiinneeeeeenenn -
Issue of Mandatorily Redeemable Preferred Securities ............ccoinn -

Net cash (used in) provided by financing activities ......... ... ... (248,451)
Effect of exchange rate changes on cash .. ...ttt ittt eennnnns 145
(Decrease) increase in cash and cash equivalents ........c.c.iiiiiitiinnneen.. (443,616)
Cash and cash equivalents - beginning of year .........iiiiiiiiiineeeennnnns 881,799
Cash and cash equivalents — end Of VeEaAr ..ttt it ittt teeeeeeeeeeneenns $ 438,183

See accompanying Notes to Consolidated Financial Statements

PartnerRe Ltd.
Notes to Consolidated Financial Statements

1. Organization
PartnerRe Ltd. (the "Company") provides multi-line reinsurance to

insurance companies on a worldwide basis through its wholly owned subsidiaries,
Partner Reinsurance Company Ltd. ("Partner Reinsurance Company"), PartnerRe SA
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(formerly known as SAFR or SAFR PartnerRe) and Partner Reinsurance Company of
the U.S. ("PartnerRe U.S."). Risks reinsured include, but are not limited to,
property, catastrophe, agriculture, automobile, casualty, marine, aviation and
space, credit and surety, technical and miscellaneous lines and life/annuity
and health.

The Company was incorporated in August 1993 under the laws of Bermuda. The
Company commenced operations in November 1993 upon completion of the sale of
common shares and warrants pursuant to subscription agreements and an initial
public offering. On July 10, 1997, the Company completed the acquisition of
PartnerRe SA, and on December 23, 1998, the Company completed the acquisition
of Winterthur Re.

2. Acquisitions and Disposition
Winterthur Re Acquisition

On December 23, 1998, the Company completed the acquisition (the

"Acquisition") of the active reinsurance operations ("Winterthur Re") of the
Winterthur Insurance Group ("Winterthur"). The purchase included Winterthur
Reinsurance Corporation of America in New York and Winterthur Re Life Insurance
Company in Dallas (collectively the "U.S. Operations") and the reinsurance

operations of Winterthur in Switzerland (the "Swiss Operations").

On October 3, 1998, Partner Reinsurance Company entered into an Asset
Purchase Agreement with Winterthur Swiss Insurance Company and certain
affiliates (collectively "Winterthur Swiss"), to purchase the Swiss Operations.
On the same date, Partner Reinsurance Company entered into a Reinsurance
Agreement with Winterthur Swiss to transfer certain life and non-life
reinsurance portfolios of Winterthur Swiss, including current business and
reserves of approximately $1.5 billion, to Partner Reinsurance Company.

On October 23, 1998, PartnerRe U.S. Corporation, a wholly owned subsidiary
of the Company, entered into a Share Purchase Agreement with two U.S.
subsidiaries of Winterthur to acquire the U.S. Operations.

Although the Company entered into both agreements in October 1998, the
Acquisition was not completed until all regulatory approvals were obtained on
December 23, 1998. The Swiss Operations and U.S. Operations have functioned as
part of Partner Reinsurance Company (through a branch in Switzerland) and
PartnerRe U.S., respectively, since January 1, 1999.

The aggregate purchase price for the Swiss Operations and U.S. Operations
was approximately $771 million. The Company financed the purchase with $551
million from sources internal to the Company and $220 million of external bank
debt. The Company accounted for the Acquisition as a purchase.

PartnerRe SA Acquisition and Preferred Share Offering

On July 10, 1997, the Company completed the acquisition of PartnerRe SA, a
French reinsurance company, from Swiss Reinsurance Company ("Swiss Re"). The
total purchase price was financed as follows: (i) 6,453,007 newly issued common
shares of the Company, which have been recorded at $152.9 million in the
consolidated statement of shareholders' equity, were transferred to Swiss Re
(4,353,007 of which Swiss Re received by exercise of its existing Class A
Warrants of the Company through delivery of shares of PartnerRe SA); and (ii)
$773.9 million of cash consideration which included (a) $192.2 million in net
proceeds from a public offering (the "Offering") of 8.0 million of 8% Series A
Cumulative Preferred Shares (the "Preferred Shares"), (b) $50.0 million in net
proceeds from the sale to Swiss Re of 2.0 million Preferred Shares, directly
and not as part of the Offering and
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(c) the balance from sources internal to the Company. The Company accounted for
the PartnerRe SA acquisition as a purchase.

PartnerRe Life U.S. Disposition

On August 4, 2000, the Company concluded the sale (the "Transaction") of
its indirect wholly-owned subsidiary PartnerRe Life Insurance Company of the
U.S. and is subsidiaries Republic-Vanguard Life Insurance Company, Investors
Insurance Corporation and Investors Marketing Group, Inc. (collectively
"PartnerRe Life U.S."), to SCOR Group. The Company purchased PartnerRe Life
U.S. in December 1998 as part of the Winterthur Re acquisition. The total
consideration for the Transaction was $155 million, including the repayment by
SCOR Group of a $10 million surplus note held by the Company.

3. Significant Accounting Policies

The Company's Consolidated Financial Statements have been prepared in
accordance with accounting principles generally accepted in the United States
("U.S. GAAP"). The preparation of financial statements in conformity with U.S.
GAAP requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.
Intercompany accounts and transactions have been eliminated. Certain
reclassifications have been made to prior year amounts to conform with the
current year's presentation. Because effective control of PartnerRe Life U.S.
was transferred on July 1, 2000, the second half of 2000 does not include
operating results from PartnerRe Life U.S., and the Consolidated Balance Sheet
as at December 31, 2000, does not include PartnerRe Life U.S.

(a) Premiums

Premiums written are based upon reports received from ceding companies,
supplemented by the Company's own estimates of premiums written for which
ceding company reports have not been received. Differences between such
estimates and actual amounts are recorded in the period in which the actual
amounts are determined. Premiums are earned on a basis that is consistent with
the risks covered under the terms of the reinsurance contracts, which are
generally one to two years. Unearned premiums represent the portion of premiums
written which is applicable to the unexpired risks under contracts in force.
Annuity and universal life insurance premiums received are accounted for in a
manner consistent with accounting for interest-bearing financial instruments
and are not reported as revenues, but rather as direct deposits to the
contract. Amounts assessed against annuity and universal life policyholders are
recognized as revenue in the period assessed.

(b) Losses and Loss Expenses, Including Life Policy Benefits

The liability for unpaid losses and loss expenses for property and
casualty business includes amounts determined from loss reports on individual
cases and amounts for losses incurred but not reported. Such reserves are
estimated by management based upon reports received from ceding companies,
supplemented by the Company's own actuarial estimates of reserves for which
ceding company reports have not been received, and based on the Company's own
historical experience. To the extent that the Company's own historical
experience is inadequate for estimating reserves, such estimates may be
actuarially determined based upon industry experience and management's
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judgment . The estimates are continually reviewed and the ultimate liability may
be in excess of, or less than, the amounts provided, for which any adjustments
will be reflected in the periods in which they become known.

The liabilities for policy benefits for ordinary life and accident and
health policies have been established based upon information reported by ceding
companies supplemented by the Company's best actuarial estimates of mortality,
morbidity, persistency and investment income, with appropriate provision for
adverse deviation. Future

10

policy benefit reserves for annuity and universal life products are carried at
their accumulated values. Reserves for policy claims and benefits include both
mortality and morbidity claims in the process of settlement and claims that
have been incurred but not yet reported. Interest rate assumptions used to
estimate liabilities for policy benefits for life and annuity contracts ranged
from 2.0% to 6.5%. Actual experience in a particular period may vary from
assumed experience and, consequently, may affect the Company's operating
results in future periods.

(c) Deferred Acquisition Costs

Acquisition costs, primarily brokerage fees, commissions and excise taxes,
which vary directly with, and are primarily related to, the acquisition of new
and renewal reinsurance contracts, are capitalized and charged to expense as
the related premium revenue is recognized. Anticipated losses and loss
expenses, other costs and investment income related to these premiums are
considered in determining the recoverability of deferred acquisition costs.
Acquisition costs related to individual life and annuity business are deferred
and amortized over the premium paying periods in proportion to anticipated
premium income, allowing for lapses, terminations and anticipated investment
income. Acquisition costs related to universal life and single premium annuity
contracts are deferred and amortized over the lives of the policies as a
percentage of the estimated gross profits expected to be realized on the
policies.

(d) Funds Held by Reinsured Companies

Funds held by reinsured companies represent premiums retained by ceding
companies for a period in accordance with contractual terms. The Company
generally earns investment income on these balances during the period funds are
held.

(e) Deposit Assets and Liabilities

In the normal course of its operations, the Company enters into certain
contracts that do not meet the risk transfer provisions of SFAS No. 113
entitled "Accounting and Reporting for Reinsurance of Short Duration and Long
Duration Contracts." These contracts are accounted for using the deposit
accounting method. For those contracts, the Company originally records deposit
liabilities for an amount equivalent to the assets received. Actuarial studies
are used to estimate the final liabilities under theses contracts and the
appropriate accretion rates to increase the original liabilities over the term
of the contracts. The accretion charge of the period is recorded in the
Statement of Operations.

Under certain contracts that do not meet the risk transfer provisions,
cedents retain the assets on a funds held basis. In those cases, the Company
records those assets as deposit assets and records the related income in the
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Statement of Operations.
(f) Investments

Fixed maturities, short-term and equity investments which are classified
as "available for sale" are carried at fair value, based on quoted market
prices, with the difference between cost or amortized cost and fair wvalue, net
of the effect of taxes, included as a separate component of "accumulated other
comprehensive income." Short-term investments comprise securities with a
maturity greater than three months but less than one year from the date of
purchase. Investment purchases and sales are recorded on the trade date.

Fixed maturities, short-term and equity investments which contain
convertible features are classified as "trading securities" and carried at fair
value, based on quoted market prices, with the change in fair value included in
the Statement of Operations.

11

The Company utilizes financial futures contracts for the purpose of
managing certain investment portfolio exposures and duration. Futures contracts
are not recognized as assets or liabilities in the accompanying Consolidated
Financial Statements as they settle daily. Changes in the market value of
futures contracts produce daily cash flows, which are included in net realized
gains or losses on investments in the Statement of Operations. Collateral held
by brokers equal to a percentage of the total value of open futures contracts
is included in fixed maturities.

Investment income is recognized when earned and includes the accrual of
discount or amortization of premium on fixed maturities and short-term
investments. Realized gains and losses on the disposition of investments, which
are determined based upon specific identification of the cost of investments
sold, and provisions for other than temporary impairments in the value of
investments retained, are reflected in the Statements of Operations.

(g) Cash and Cash Equivalents

Cash equivalents are carried at fair value and include debt securities
that, at purchase, have a maturity of three months or less.

(h) Goodwill

Goodwill represents the excess of the purchase price over the fair value
of the net assets received related to the acquisitions of PartnerRe SA and
Winterthur Re. The Company amortizes goodwill on a straight-line basis over a
period of 20 years. Accumulated amortization as of December 31, 2001 and 2000,
was $92.0 million and $66.0 million, respectively.

(i) Income Taxes

Certain subsidiaries of the Company operate in Jjurisdictions where they
are subject to taxation. Current and deferred income taxes are charged or
credited to operations, or "accumulated other comprehensive income" in certain
cases, based upon enacted tax laws and rates applicable in the relevant
jurisdiction in the period in which the tax becomes payable. Deferred income
taxes are provided for all temporary differences between the bases of assets
and liabilities used in the financial statements and those used in the various
jurisdictional tax returns.

(j) Translation of Foreign Currencies

10
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The functional currency of the Company is the U.S. dollar. The national
currencies of the Company's subsidiaries are generally their functional
currencies, except for the Bermuda subsidiaries whose functional currency is
the U.S. dollar. In translating the Consolidated Financial Statements of those
subsidiaries whose functional currency is other than the U.S. dollar, assets
and liabilities are converted into U.S. dollars using the rates of exchange in
effect at the balance sheet dates, and revenues and expenses are converted
using the average exchange rates for the period. Related translation
adjustments and exchange gains and losses on forward exchange contracts, which
may be used to hedge these investments, are reported as a separate component of
"accumulated other comprehensive income".

In recording foreign currency transactions, revenue and expense items are
converted into the functional currency at the weighted average rates of
exchange for the year. Assets and liabilities originating in currencies other
than the functional currency are translated into the functional currency at the
rates of exchange in effect at the balance sheet dates. The resulting exchange
gains or losses are included in the Statement of Operations. Prior to the
Company's adoption of SFAS 133 on January 1, 2001, exchange gains and losses
related to the translation of investments available for sale were included in
net unrealized gains and losses on investments, a component of "accumulated
other comprehensive income". Following the adoption of SFAS 133, the Company
records unrealized

12

foreign exchange gains and losses that are covered with designated hedges in
the Statement of Operations (See Note 3 (k) .)

(k) Accounting for Derivatives and Hedging Activities

SFAS 133 requires the recognition of all derivative financial instruments,
including embedded derivative instruments, as either assets or liabilities in
the Balance Sheet and measurement of those instruments at fair value. The
accounting for gains and losses associated with changes in the fair value of a
derivative and the effect on the Consolidated Financial Statements will depend
on its hedge designation and whether the hedge is highly effective in achieving
offsetting changes in the fair value or cash flows of the asset or liability
hedged. If the derivative is designated as a fair value hedge, the changes in
the fair value of the derivative and the hedged item will be recognized in
earnings. If the derivative is designated as a cash flow hedge, changes in the
fair value of the derivative will be recorded in other comprehensive income and
will be recognized in the Statement of Operations when the hedged item affects
earnings. A derivative that is not designated or does not qualify as an
effective hedge will be marked to fair value through earnings. The Company does
not currently designate any derivative financial instruments as cash flow
hedges.

The Company utilizes derivative financial instruments as part of an
overall currency risk management strategy. As part of its overall strategy to
manage the level of currency exposure, the Company uses currency derivatives to
hedge the fair value of certain available for sale fixed income securities
related to the Company's "liability funds" (funds corresponding to the
Company's net reinsurance liabilities). These derivatives have been designated
as "fair value hedges" under SFAS 133, and accordingly, the changes in fair
value of the derivative and the hedged item related to foreign exchange rates
will be recognized in earnings. Derivatives employed by the Company to hedge
currency exposure related to other reinsurance assets and liabilities are not
designated as hedges under SFAS 133. On the date the Company enters into a

11
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derivative contract, management designates the derivative as a hedge of the
identified underlying exposure (a "designated hedge") or as a "no hedge
designation" derivative. If a derivative does not qualify or is not designated
in a hedging relationship, the derivative is recorded at fair value and changes
in its fair value are reported currently in earnings.

The Company's investment strategy allows for the use of derivative
securities, subject to strict limitations. Derivative instruments may be used
to hedge a variety of market risks, or to replicate investment positions or
market exposures that would be allowed under Company investment policy if
implemented in other ways. The Company does not designate these derivatives as
hedges for accounting purposes. Accordingly, these derivatives are recorded at
fair value and changes in the fair value of the derivatives are reported
currently in earnings.

The Company formally documents all relationships between hedging
instruments and hedged items, as well as its risk-management objective and
strategy for undertaking various hedge transactions. In this documentation, the
Company specifically identifies the asset, liability, firm commitment, or
forecasted transaction that has been designated as a hedged item and states how
the hedging instrument is expected to hedge the risks related to the hedged
item. The Company formally measures effectiveness of its hedging relationships,
both at the hedge inception and on an ongoing basis, in accordance with its
risk management policy.

The Company will discontinue hedge accounting prospectively if it is
determined that the derivative is no longer effective in offsetting changes in
the fair value or cash flows of a hedged item. To the extent that the Company
in the future chooses to discontinue hedge accounting related to its fair-value
hedge of currency risk related to its available for sale fixed income
securities (liability funds) because, based on management's assessment, the
derivative (s) no longer qualifies as an effective fair-value hedge, the
derivative (s) will continue to be carried on the Balance Sheet at its fair
value with changes in its fair value recognized in current period earnings and
changes in the fair value of the underlying available for sale fixed income
securities due to currency movements will be recorded as a component of
"accumulated other comprehensive income".
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(1) Net Income per Common Share

Diluted net income per common share is based upon the weighted average
number of common shares outstanding using the treasury stock method for all
potentially dilutive securities, including common share warrants and options.
When the effect of dilutive securities would be anti-dilutive, these securities
are excluded from the calculation of diluted earnings per share. Basic earnings
per share is determined as net income available to common shareholders divided
by the weighted average number of common shares outstanding for the period,
giving no effect for dilutive securities.

(m) New Accounting Pronouncements

The Company adopted Statement of Financial Accounting Standards No. 133
"Accounting for Derivative Instruments and Hedging Activities" (SFAS 133), as
amended by SFAS No. 138, on January 1, 2001. In accordance with the transition
provisions of SFAS 133, the Company recorded a positive cumulative-effect
adjustment of $27.8 million, after tax, or $0.54 per diluted share, in earnings
of the first quarter to recognize the net gains and losses associated with its
fair value currency hedging activities that were previously recorded in

12
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"accumulated other comprehensive income." The transition provision did not
affect the book value of the Company.

Additionally, in response to the accounting implications of SFAS 133, the
Company reclassified approximately $89.2 million of available for sale
convertible debt and equity securities to a "trading" portfolio at January 1,
2001. Such reclassifications were made to reduce the administrative burden
associated with separately valuing the conversion features (embedded
derivatives under SFAS 133). This reclassification resulted in a $4.6 million
net loss, after tax, or $0.09 per diluted share, being recognized in earnings
of the first quarter. Prior to this reclassification, this net unrealized loss
was included as a component of "accumulated other comprehensive income" and,
accordingly, the reclassification did not affect the book value of the Company.
Under the provisions of SFAS 133, such a reclassification does not impact the
Company's ability to classify other debt securities as available-for-sale.

On July 20, 2001, the Financial Accounting Standards Board issued SFAS No.
141, "Business Combinations," (SFAS 141) and SFAS No. 142, "Goodwill and Other
Intangible Assets" (SFAS 142). The statements will change the accounting for
business combinations and goodwill in two significant ways. SFAS 141 requires
that the purchase method of accounting be used for all business combinations
initiated after June 30, 2001. Use of the pooling-of-interests method will be
prohibited. SFAS 142 changes the accounting for goodwill from an amortization
method to an impairment-only approach. Thus, amortization of goodwill,
including goodwill recorded in past business combinations, will cease upon
adoption of that statement, which for the Company, will be January 1, 2002. The
Company will be required to complete a transitional goodwill impairment test
six months from the date of adoption and impairment valuations annually or more
frequently if certain indicators are encountered. In connection with the
transitional adjustment, the Company will (i) identify its reporting units,
(ii) determine the carrying value of each reporting unit by assigning the
assets and liabilities, including the existing goodwill and intangible assets,
to those reporting units and (iii) determine the fair value of each reporting
unit. If the carrying value of any reporting unit exceeds its fair value, then
detailed fair values for each of the assigned assets (excluding goodwill) and
liabilities will be determined to calculate the amount of goodwill impairment,
if any. Any transitional impairment loss resulting from the adoption will be
recognized as the effect of a change in accounting principle in the Company's
Statement of Operations.

The Company does not believe that the adoption of SFAS 141 will have a
significant impact on its financial statements. The Company estimates that the
adoption of SFAS 142 will result in the elimination of an annual amortization
expense related to goodwill in the amount of $22.4 million, after tax. The
Company is currently assessing but has not yet determined the impact of related
impairment, if any, on its financial position and results of operations.
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4. Investments
(a) Fixed Maturities, Equities and Short-Term Investments
The cost, market value, gross unrealized gains and gross unrealized losses

on investments classified as available for sale at December 31, 2001 and 2000,
were as follows ($000's):

Gross
Unrealized

13
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Cost (1) Gains

2001
Fixed maturities
- U.S. Government S 477,782 S 16,419
- states or political subdivisions of states of the U.S. 83,149 537
— other foreign governments 720,342 8,362
- corporate 1,415,508 34,428
- mortgage / asset-backed securities 685,987 13,287
Total fixed maturities 3,382,768 73,033
Short-term investments 39,547 22
Equities 408,879 32,707

$ 3,831,194 $ 105,762
2000
Fixed maturities
- U.S. Government S 783,287 S 45,137
- states or political subdivisions of states of the U.S. 12,462 -
— other foreign governments 379,759 5,459
- corporate 1,063,467 28,956
- mortgage / asset-backed securities 808,115 15,319
Total fixed maturities 3,047,090 94,871
Short-term investments 24,972 158
Equities 327,965 57,479

$ 3,400,027 $ 152,508
(1) Cost is amortized cost for fixed maturities and short-term investments and

original cost for equity securities
(b) Maturity Distribution

The distribution of available for sale fixed maturities and short-term
investments at December 31, 2001, by contractual maturity is shown below

($000's) :
Amortized Market
Cost Value
ONE VEAT OF 1SS v it iiii ettt et eeeennaeeenneenn $ 130,892 $ 132,698
More than one year through five years ........ 1,437,768 1,461,132
More than five years through ten years ....... 842,712 844,005
More than ten years ......c..iiiiiiinnnnenennnn 324,956 325,679
Subtotal .. e e e 2,736,328 2,763,514
Mortgage / Asset-backed securities ........... 685,987 696,809
Total it e e et e $3,422,315 $3,460,323
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(c) Change in Net Unrealized (Losses) Gains on Investments

14



The analysis of
investments reflected
ended December 31, 20

Fixed maturities ....
Short-term investment
Other investments ...
Equity securities ...

(Increase) decrease i

Net change reflected

(d) Realized Gains

Proceeds from th
for the years ended D
$5,848 million and $6
and losses on securit
December 31, 2001, 20

Gross realized gains
Gross realized losses

Total net realized ga
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the change in net unrealized (losses) gains on
in "accumulated other comprehensive income" for the years
01, 2000 and 1999, is as follows ($000's):

-

n tax liability and other foreign exchange gains or losses .....

in "accumulated other comprehensive income" ....................

and Losses on Available for Sale Securities

e sales of investments classified as available for sale
ecember 31, 2001, 2000 and 1999, were $3,033.1 million,
,346.6 million, respectively. Realized investment gains
ies classified available for sale for the years ended
00 and 1999, were as follows ($000's):

I8 o T (O = = L

For the year ended December 31, 2001, the Company recorded a net loss of

$1.1 million in "net
Operations, represent
hedging activities.

(e) Net Investment

The components o
2001, 2000 and 1999,

Fixed maturities, sho
Equities ............
Funds held and other
Investment expenses .

Net investment income

realized investment gains (losses)" in the Statement of
ing the ineffectiveness of its designated fair value
Income

f net investment income for the years ended December 31,
were as follows ($000's):
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(f) Trading Securities

In response to accounting implications of SFAS 133, the Company
reclassified approximately $89.2 million of available for sale convertible debt
and equity securities to trading. This transfer resulted in gross realized
gains and losses of $6.3 million and $10.9 million, respectively, being
recognized in the Statement of Operations. There were no other transfers from
available for sale to trading during the year.
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For the year ended December 31, 2001, the change in net unrealized holding
losses on trading securities resulted in a loss of $1.3 million being
recognized in the Statement of Operations. There were no gains or losses
recognized in prior years since the Company did not classify any of its
investments as trading prior to January 1, 2001.

(g) Pledged Securities

At December 31, 2001 and 2000, cash and securities with a market value of
approximately $1,453.4 million and $1,091.0 million, respectively, were
deposited, pledged or held in an escrow account to support long-term debt or in
favor of ceding companies or government authorities to comply with reinsurance
contract provisions and insurance laws. Excluding debt securities issued by the
U.S. and other AAA-rated sovereign governments, the Company is not exposed to
any significant credit concentration risk.

5. Unpaid Losses and Loss Expenses
The table below is a reconciliation of the beginning and ending liability

for unpaid losses and loss expenses, excluding policy benefits for life
contracts, for the years ended December 31, 2001, 2000 and 1999 ($000's):

2001 2000
Gross liability at beginning of vear ..........cc...... $ 2,386,032 $ 2,616,556
Reinsurance recoverable at beginning of year .......... 203,180 205,982
Net liability at beginning of year .............c... ... 2,182,852 2,410,574
Net incurred losses related to:
[ 6 oy o A 4 Y s 1,515,006 801,916
@ B Y (7,871) (112

1,507,135 801,804

Net paid losses related to:
(O 6 oy o A 4 Y s 209,473 146,433
@ B Y 615,276 778,382

824,749 924,815
Effects of exchange rate changes ......... ... . ... (74,501) (104,711
Net liability at end of year .......iiuiiiiiiniennnnen. 2,790,737 2,182,852
Reinsurance recoverable at end of year ................ 214,891 203,180

)
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Gross liability at end of year ........iiiiiiiiieeeennn $ 3,005,628 $ 2,386,032

The Company's reserve for unpaid losses and loss expenses as of December
31, 2001, 2000 and 1999, included $128.5 million, $146.4 million and $146.2
million, respectively, that represents an estimate of its net ultimate
liability for asbestos and environmental claims. The gross liability for such
claims as at December 31, 2001, 2000 and 1999, is $155.4 million, $171.3
million and $173.7 million, respectively, of which $130.9 million, $145.6
million and $150.6 million, respectively, relate to U.S. casualty exposures
arising from business written by PartnerRe SA. (See Note 6).

Ultimate values for such claims cannot be estimated using traditional
reserving techniques and there are significant uncertainties in estimating the
amount of the Company's potential losses for these claims. In view of the
changes in the legal and tort environment that affect the development of such
claims, the uncertainties inherent in valuing asbestos and environmental claims
are not likely to be resolved in the near future. There can be no assurances
that the reserves established by the Company will not be adversely affected by
development of other

17

latent exposures, and further, there can be no assurances that the reserves
established by the Company will be adequate.

The Company does, however, actively evaluate potential exposure to
asbestos and environmental claims and establishes additional reserves as
appropriate. The Company believes that it has made a reasonable provision for
these exposures and is unaware of any specific issues which would materially
affect its loss and loss expense estimates.

6. Ceded Reinsurance

The Company uses retrocessional agreements to reduce its exposure to risk
of loss on reinsurance assumed. These agreements provide for recovery of a
portion of losses and loss adjustment expenses from retrocessionaires. The
Company remains liable to the extent the retrocessionaires do not meet their
obligations under these agreements, and therefore the Company evaluates the
financial condition of its reinsurers and monitors concentration of credit
risk. Provisions are made for amounts considered potentially uncollectible. The
allowance for uncollectible reinsurance recoverable was $16.9 million and $13.0
million as at December 31, 2001 and 2000, respectively.

In September 2001, the Company commuted a guaranty from the AGF Group
relating to loss development on U.S. casualty exposures arising from business
written prior to January 1, 1992, by certain companies that were at the time
part of the AGF Group and are currently part of PartnerRe SA. The guaranty was
commuted with an effective date of December 31, 2000, and a settlement date of
September 4, 2001. The commutation did not have a significant impact on the
results of operations for the year. If losses and loss expenses relating to
those reserves develop beyond their level as at the date of commutation, the
Company will be required to increase loss reserves with a corresponding
reduction in income in the period in which the deficiency is identified.

Premiums and losses and loss expenses for 2001, 2000 and 1999 are reported

net of reinsurance in the Company's Statement of Operations. Assumed, ceded and
net amounts for the years ended December 31, 2001, 2000 and 1999, were as
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follows ($000s):

Premiums
Written

Premiums
Earned

2001

ASSUMEd t vttt ittt ittt e e e e e e e e $1,878,256 $1,686,163
Ceded it e e e e e e e e 53,160 52,655
N $1,825,096 $1,633,508
2000

ASSUMEd t vttt ittt it e e e e e e e $1,439,515 $1,378,140
(07T T 59,263 63,768
N $1,380,252 $1,314,372
1999

ASSUMEA t vttt ittt ittt e e e e e e e e e $1,432,966 $1,447,404
Ceded i e e e e e e e e 106,556 109,395
N $1,326,410 $1,338,009
7. Long-Term Debt

In connection with the Acquisition,
U.S., obtained a $220.0 million,
fully collateralized, 1is repayable in 2008,

the Company's subsidiary,
fixed rate bank loan. The loan,
with interest payments due

semiannually. The company incurred interest expense of $13.0 million,

million and $12.9 million in 2001,
interest of $13.0 million in each of 2001,

loan.

8. Taxation

2000 and 1999,

respectively, and paid
2000 and 1999 in relation to the

PartnerRe
which is

Under current Bermuda law, neither the Company nor any of its
Bermuda-domiciled subsidiaries is required to pay taxes in Bermuda on either
income or capital gains. The Company has received from the Minister of Finance
of Bermuda an assurance under The Exempted Undertakings Tax Protection Act,
1966 of Bermuda that in the event of any such taxes being imposed, the Company
will be exempted until 2016. Certain subsidiaries of the Company operate in,
and are subject to taxation by, other jurisdictions.

Income tax expense for the years ended December 31, 2001, 2000 and 1999,
and income taxes payable as at December 31, 2001, 2000 and 1999, were as
follows ($000's) :

2001 2000
Current income tax benefit ...... ..ttt nnnnnn S (2,557) S (5,984)
Deferred income tax benefit ..........c.0 .0t iineenn.. (66,747) (37,754)

$(22,557)
(21,227)
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Income tax benef it .ottt it it ettt et e e $(69,304) $(43,738) $(43,784)
Current income tax recoverable, net ...........iuuennn.. S (9,924) $(10,525) $(14,958)
Deferred income tax (recoverable) payable, net ........ (83,961) (12,471) 6,810
Income taxes recoverable Net . ...ttt ittt eeeeeneenn $(93,885) $(22,996) S (8,148)

Deferred income taxes reflect the tax impact of temporary differences
between the carrying amounts of assets and liabilities for financial reporting
and income tax purposes. Significant components of the net deferred tax asset
as of December 31, 2001 and 2000, were as follows ($000's):

2001

Discounting of loss reserves and adjustment to life policy reserves ...... $ 31,100 S
Retirement and other compensation Plans ... ittt ittt teeeeeenneeeeeeeenns 1,887
Tax 10SS CArry OrWardS & vttt ittt ettt e et ettt e e eeeeeeeeaeeaeeneanns 105,566
Unearned PremMIUM .. v vttt it ittt te e et e e eeaeeeeeeeeneeeeeeeeeeneeeeeeeeanns 13,300
Other deferred taX ASSEL S vt i ittt ittt ittt ettt ettt eeeeeeeeeeeneeaenens 7,723

159,576
ValUuation Al lOWalCe v it it it ettt et ettt ettt e e et et et e e e eeeeeeeeeeeeaeaeaen (14,319)
Deferred £aX ASSEE S i it ittt ittt ittt et ettt et e et e e e e e 145,257
Unrealized appreciation and timing differences on investments ............ 13,182
Deferred acquUisition COSES v ittt ittt et ettt ettt e ettt e eeeeeeeeeanns 20,813
Tax eqUalization FESEIVES i ittt it ittt ettt teeeeee et eaeeeeeeeeeneeeeeneenns 11,382
Other deferred tax 1iabilities ..ttt ittt ittt ettt ettt eeeeeeaeeens 15,919
Deferred tax 1iabilities i ittt ittt ettt ettt et ettt e ettt 61,296
Net deferred £aX ASSeE v ittt ittt ittt ettt et ettt ettt et eeeeee et eeneeens $ 83,961 S
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As at December 31, 2001, the Company had tax benefits associated with
deferred tax loss carryforwards with the following expiration dates: $27.3
million in 2006, $17.5 million in 2007, $33.8 million in 2008, $4.5 million in
2018, $3.9 million in 2019, $7.7 million in 2020 and $10.9 million in 2021. The
Company has recorded a valuation allowance related to certain deferred tax
assets. The valuation allowance reflects management's assessment, based on
available information, that it is more likely than not that certain deferred
income tax assets will not be realized in the applicable jurisdiction.
Realization of the deferred tax asset is dependent on generating sufficient
taxable income in future periods. Although realization is not assured,
management believes it is more likely than not that the remaining deferred tax
asset will be realized.

The following table summarizes the changes in "accumulated other
comprehensive income" and the related tax benefit for the years ended December

19



Edgar Filing: PARTNERRE LTD - Form 8-K

31, 2001, 2000 and 1999 ($000's):

2001

Foreign currency translation adjustment ... ..... ..t iiiiitntineeeneeeenns
Unrealized (losses) gains on investments:

Unrealized (losses) gains on investments arising during the period
Less reclassification adjustment for available for sale securities

Change in accumulated other comprehensive income ........... ... i
2000
Foreign currency translation

adjustment

Unrealized gains (losses) on investments:

Unrealized gains (losses) on investments and other foreign exchange
gains and losses arising during the period

Less reclassification adjustment for available for sale securities

Change in accumulated other comprehensive income ........... ... ..
1999

Foreign currency translation adjustment

Unrealized (losses) gains on investments:
Unrealized (losses) gains on investments and other foreign exchange
gains and losses arising during the period

Less reclassification adjustment for available for sale securities

Change in accumulated other comprehensive income

9. Agreements with Related Parties

The Company was party to agreements with Swiss Reinsurance Company ("Swiss
Re," a shareholder), Head Company LLC ("Head Company," a company in which a
former board member has a management role), Morgan Stanley (a company in which
a former board member has a management role), and their respective affiliates
as discussed below:

20

Agreements with Swiss Reinsurance Company

The Company utilized, in the conduct of its business, certain underwriting
services and licensed technology provided by Swiss Re pursuant to a service
agreement. Fees incurred pursuant to the agreement include fixed fees for
access to technology and database resources. Fees incurred for each of the
years ended December 31, 2001, 2000, and 1999, were $0.1 million, $0.1 million

Before tax

$ (12,333)

(64,828)
(39,784)

17,287

(3,115)
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and $0.3 million, respectively.

In the normal course of their underwriting activities, the Company and
certain subsidiaries entered into reinsurance contracts (assumed and ceded)
with Swiss Re and certain Swiss Re subsidiaries during 2001 and 2000. Included
in the 2001 consolidated results were assumed and ceded premiums of $15.3
million and $1.7 million, respectively, losses and loss expenses, including
policy benefits for life contracts, of $8.9 million, loss recoveries of $11.5
million and assumed and ceded acquisition costs of $5.7 million and $0.5
million, respectively. As at December 31, 2001, there were reinsurance balances
receivable and recoverable aggregating $26.8 million, unpaid losses and loss
expenses, including policy benefits for life contracts of $20.1 million, funds
held under reinsurance treaties of $0.3 million. Included in the 2000
consolidated results were assumed and ceded premiums of $15.1 million and $1.6
million, respectively, losses and loss expenses, including policy benefits for
life contracts of $10.6 million, loss recoveries of $7.7 million and assumed
and ceded acquisition costs of $5.4 million and $0.7 million, respectively. As
at December 31, 2000, there were reinsurance balances recoverable aggregating
$22.8 million, unpaid losses and loss expenses, including policy benefits for
life contracts, of $18.6 million, and funds held under reinsurance treaties of
$1.6 million.

Investment Advisory Agreements

The Company utilized the services of Swiss Re, Head Asset Management
(Bermuda) L.P. ("HAMB"), an affiliate of Head Company, and Morgan Stanley Dean
Witter Investment Management and affiliates ("MSDWIM"), a division of Morgan
Stanley, to manage portions of its investment portfolio pursuant to investment
advisory agreements. Pursuant to these agreements, which are subject to the
Company's investment guidelines and other restrictions, the Company pays a fee
to each of Swiss Re, HAMB, and MSDWIM. Investment fees expensed for the years
ended December 31, 2001, 2000 and 1999, aggregated $2.4 million, $2.8 million
and $2.7 million, respectively, under these agreements.

Issuance of Securities

The Company utilized the services of Morgan Stanley as lead underwriter in
the issuance of new securities during 2001, as described more fully in Note 13.
The Company paid underwriting fees, in the aggregate, of $12.3 million to all
underwriters involved in the transactions.

10. Retirement Benefit Arrangements

For employee retirement benefits, the Company actively maintains defined
contribution plans, which are contributory or non-contributory depending upon
competitive local market practices. In addition, the Company maintains a frozen
non-contributory defined benefit plan.

Contributions are based on the participants' base salary and the
accumulated benefit for the majority of the plans vests immediately or over a
two-year period. Prior to the adoption of the defined contribution plans, the
Company had a defined benefit plan covering substantially all of its employees.
Effective June 30, 1999, benefit accruals under this plan were frozen, except
certain disabled participants. All employees previously enrolled in defined
benefit retirement plans have been transferred to defined contribution plans.
As required by law, certain retirement plans also provide for death and
disability benefits and lump sum indemnities to employees upon retirement.

21
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The Company incurred pension expense for these pension arrangements of
$5.7 million, $5.4 million and $3.3 million for the years ended December 31,
2001, 2000, and 1999, respectively.

11. Stock and Stock Option Plans

Stock Option Plan

The Company has adopted a Stock Option Plan (the "Option Plan") under
which the Company may grant, subject to certain restrictions, incentive
("ISOs") and non-qualified ("NQSOs") stock options to directors and employees
of the Company. The Option Plan is administered by the Compensation Committee
of the Board of Directors (the "Committee"). Under the Option Plan, ISOs may
only be granted to employees of the Company, while NQSOs may be granted to
employees, directors and consultants to the Company and to any other person
selected by the Committee.

Pursuant to the terms of the Option Plan, the dates on which each option
can be exercised, the expiration date of each option and the purchase price of
shares subject to each option shall be fixed by the Committee at the time such
options are granted. The exercise price of the options will be subject to a
minimum price, in the case of ISOs, equal to the fair market value, as defined
in the plan, of the common shares on the date of grant and a minimum price in
the case of NQSOs, equal to the par value of the common shares. No options
shall be exercisable after ten years from the date of grant. A total of two
million Common Shares may be issued under the Option Plan.

Employee Incentive Plan

The Company has adopted a Employee Incentive Plan (the "EIP") under which
the Company may grant, subject to certain restrictions, stock options,
restricted stock ("RS"), phantom stock units ("PSU"), performance units ("PU"),
and performance shares ("P3S") to key employees of the Company. The EIP is
administered by the Committee.

Pursuant to the terms of the EIP, awards may be granted to eligible
employees at any time, in any amount, to be determined by the Committee. The RS
and PSU awards will be subject to terms, conditions, restrictions and
restricted periods fixed by the Committee that may be linked to prescribed
performance goals. The PU and PS awards will be subject to performance goals
that shall be fixed by the Committee. A total of 3,500,000 Common Shares may be
issued under the EIP.

The Company issued 10,000 restricted shares in 2000 with a
weighted-average grant date fair value of $54.50 per share. These shares will
vest no earlier than four years from the grant date. The Company incurred
compensation expense for restricted share grants in the years ended December
31, 2001, 2000 and 1999, of approximately $137,000, $11,000 and $433,000,
respectively. Related deferred compensation expense at December 31, 2001 and
2000, was $397,000 and $534,000, respectively.

Non-employee Directors' Stock Plan

The Company has adopted a non-employee Directors' Stock Plan (the
"Directors' Stock Plan"). Under the terms of the Directors' Stock Plan,
non-employee Directors receive $35,000 in annual fees, paid at each annual
shareholders' meeting, in common shares ("Directors' Shares") or cash,
depending on their election. The Directors' Stock Plan also provides for
automatic annual awards of stock options to purchase 8,000 common shares at an
exercise price per share equal to the market value per share at the time of
grant, to be made to non-employee Directors at each successive annual
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shareholders' meeting. No options shall be exercisable after ten years from the
date of grant. A total of 800,000 Common Shares may be issued under the
Directors' Stock Plan.
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Employee Share Purchase Plan

The Employee Share Purchase Plan (the "ESPP") was approved by the
shareholders of the Company at the May 19, 2000, Annual General Meeting. The
ESPP is administered by the Committee. The ESPP has two offering periods a year
with the first period commencing June 1, 2000. All employees are eligible to
participate in the ESPP and can contribute between 1% and 10% of base salary
towards the purchase of PartnerRe Ltd. shares up to a limit of $25,000 per
annum. Employees who enroll in the ESPP may purchase PartnerRe Ltd. shares at a
15% discount of the fair market value. Once purchased, there is a restriction
upon transfer or sale of the shares for a period of two years following
purchase. Participants in the ESPP are eligible to receive dividends on their
PartnerRe Ltd. shares as of the purchase date. A total of 500,000 common shares
may be issued under the ESPP.

A summary of the status of the Company's outstanding stock options as of
December 31, 2001, 2000 and 1999, and changes during the years ending on those
dates, is presented below:

2001 2000

Weighted Weigh

Average Aver

Exercise Exerc

Options Price Options Pri

Outstanding at beginning of year ...... 2,074,642 S 37.62 2,182,008 $ 3
Granted . ...t e e 544,742 49.87 755,969 3
Exercised ........iiiiiiiiiiiiiiiiien. (93,306) 35.75 (806,987) 2
Forfeited ....... ... ... (79,998) 41.59 (56,348) 3
Outstanding at end of year ............ 2,446,080 40.29 2,074,642 3
Options exercisable at year end ....... 1,054,060 $ 37.50 980,352 $ 3

The fair value of each option grant is estimated on the date of grant
using the Black-Scholes option-pricing model with the following weighted
average assumptions used for grants in 2001, 2000 and 1999, respectively: risk
free interest rates of 5.1%, 6.4% and 5.7%, expected lives of seven years,
expected volatility of 25% and a dividend yield of 2%. The weighted average
fair value of options granted during 2001, 2000 and 1999, was $14.80, $10.61
and $12.47, respectively.

The following table summarizes information about stock options outstanding
at December 31, 2001:

Options Outstanding
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Weighted Average

Number Remaining Weighted Average

Range of Exercise Prices Outstanding Contractual Life Exercise Price
$ 19.38 - § 31.00 497,253 5.5 years $ 26.50
$ 31.84 - $ 37.16 698,735 7.6 36.58
$ 37.17 - $ 46.84 511,380 6.9 44.30
$ 46.85 - $ 51.38 504,720 8.5 49.12
$ 51.39 - § 55.57 233,992 9.2 52.88
$ 19.38 - $ 54.26 2,446,080 7.4 S 40.29

Exercise prices for all options issued during 2001, 2000 and 1999, equaled
the average market price of the stock on the grant date.
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The Company applies APB Opinion No. 25 in accounting for stock options.
Accordingly, no compensation cost has been recognized for grants of stock
options under the Option Plan or the Directors' Stock Plan. Had compensation
cost for the Company's stock option plans been determined based on the fair
value at the grant dates for awards under those plans consistent with the
method of SFAS No. 123, the Company's net income available to common
shareholders and earnings per common share would have been reduced to the pro
forma amounts indicated below ($000's except per share data):

2001 2000
Net (loss) income available to common shareholders:
AS FePOTrEEd vttt ittt e e e e e e e e S (180,482) S 122,307 S
e N e X 11> S (187,216) S 117,157 S
(Loss) earnings per common share:
Basic
AS TePOTLEA vttt ittt it ettt et e e S (3.60) S 2.48 S
ProO FOTImMa v ittt ittt et e e et et e e e e e e e e S (3.73) S 2.38 S
Diluted
AS TePOTLEA vttt it ittt ettt e S (3.60) S 2.41 S
o I e X 11> S S (3.73) S 2.31 S
12. Dividend Restrictions and Statutory Requirements

The Company's ability to pay common and preferred shareholders' dividends
and its operating expenses is dependent on cash dividends from Partner
Reinsurance Company and PartnerRe SA, including its subsidiary, PartnerRe U.S.
(collectively the "reinsurance subsidiaries"). The payment of such dividends by
the reinsurance subsidiaries to the Company is limited under Bermuda and French
law and certain insurance statutes of various U.S. states in which PartnerRe
U.S. is licensed. The restrictions are generally based on net income and/or
certain levels of policyholders' earned surplus as determined in accordance
with the relevant statutory accounting practices. At December 31, 2001, 2000
and 1999, there were no material statutory restrictions, except as noted below,
on the reinsurance subsidiaries' abilities to pay dividends. PartnerRe U.S., a
company licensed in the U.S., may not pay cash dividends without prior
regulatory approval.
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The reinsurance subsidiaries are required to file annual statements with
insurance regulatory authorities prepared on an accounting basis prescribed or
permitted by such authorities ("statutory basis"), maintain minimum levels of
solvency and liquidity, and comply with risk-based capital requirements and
licensing rules. As of December 31, 2001, the reinsurance subsidiaries'
solvency, liquidity, surplus and risk-based capital amounts were well in excess
of the minimum levels required. The typical adjustments to insurance statutory
amounts to convert to U.S. GAAP include elimination of certain statutory
reserves, deferral of certain acquisition costs, recognition of deferred income
taxes, valuation of bonds at market and presenting ceded reinsurance balances
gross of assumed balances.

13. Trust Preferred and Mandatorily Redeemable Preferred Securities

Trust Preferred Securities

On November 21, 2001, PartnerRe Capital Trust I (the "Trust"), a Delaware
statutory business trust, issued $200 million of 7.90% Preferred Securities
("Trust Preferred Securities"). The Trust is wholly owned by PartnerRe Finance
I Inc. ("PartnerRe Finance"), a Delaware corporation formed solely for the
purpose of issuing junior subordinated debt securities to the Trust. PartnerRe
Finance is an indirect, wholly-owned subsidiary of the
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Company. Proceeds of the issue of junior subordinated debt securities will be
used in the operations of PartnerRe U.S.

The Trust used the proceeds from the sale of the Trust Preferred
Securities to buy an equal principal amount of 7.90% junior subordinated debt
securities of PartnerRe Finance and will distribute any cash payments it
receives thereon to the holders of its preferred and common securities. The
Trust will redeem the Trust Preferred Securities on December 31, 2031, which
date may be extended to a date no later than December 31, 2050, and may redeem
them earlier, subject to the early redemption provisions of the subordinated
Debentures (discussed below). Distributions on the Trust Preferred securities
are payable quarterly at a rate of 7.90%. The Trust may defer these payments
for up to 20 consecutive quarters, ("the extension period"), but not beyond the
maturity of Trust Preferred Securities. Any accumulated but unpaid
distributions will continue to accrue interest at a rate of 7.90%, compounded
quarterly, during the extension period.

The sole asset of the Trust consists of 7.90% Junior Subordinated Debt
securities (the "Subordinated Debentures") with a principal amount of
$206,185,600 issued by PartnerRe Finance. The Subordinated Debentures mature on
December 31, 2031, which date may be extended to a date no later than December
31, 2050 and may be redeemed earlier, but no earlier than November 21, 2006.
Interest on the Subordinated Debentures is payable quarterly at a rate of
7.90%. PartnerRe Finance may defer interest payments for up to 20 consecutive
quarters, but not beyond the maturity of the Subordinated Debentures. Any
accumulated but unpaid distributions will continue to accrue interest at a rate
of 7.90%, compounded quarterly, during the extension period.

The Subordinated Debentures are unsecured obligations of PartnerRe
Finance. The Company has fully and unconditionally guaranteed all obligations
of PartnerRe Finance under the Subordinated Debentures. The Company's
obligations under this guarantee are unsecured and will rank junior in priority
or payment to the Company's current long-term debt (see Note 7). In the event
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of default under the Subordinated Debentures, the Trust Preferred securities
will rank prior to the common securities of the Trust in priority of payments.
The Company has guaranteed payments due on the Trust Preferred Securities only
to the extent that the Trust has funds on hand available for such payment.

Mandatorily Redeemable Preferred Securities

On November 21, 2001, the Company issued four million Premium Equity
Participating Security Units ("PEPS Units"). Each PEPS Unit consists of (i) one
of the Company's 5.61% Series B Cumulative Redeemable Preferred Shares, $1 par
value, ligquidation preference $50 per share ("Series B Preferred shares") and
(ii) a purchase contract ("Purchase Contract") issued by the Company pursuant
to which the holder will be obligated to purchase from the Company, no later
than December 31, 2004, a number of common shares to be determined at that time
for a price of $50. Each Series B preferred share is pledged to the Company's
benefit to secure the holder's obligations under the Purchase Contract. Holders
of Series B Preferred shares will be permitted to withdraw the pledged Series B
Preferred share from the pledge arrangement only upon early settlement,
settlement for cash or termination of the related Purchase Contract. Dividends
on Series B Preferred shares are cumulative, accrue at a rate of 5.61% of the
liquidation preference amount per year and are payable quarterly in arrears. In
conjunction with the payment of dividends on the Series B Preferred Shares,
Purchase Contract holders will receive quarterly contract adjustment payments
at a rate of 2.39% of the stated amount of $50 per Purchase Contract per year.
Purchase Contract adjustment payments may be deferred on similar terms to the
Series B preferred share dividends described above.

Purchase Contract holders will be required to purchase between 0.8696 and
1.0638 of the Company's common shares, depending on the share price of the
common shares at that time. The net proceeds from the sale of PEPS Unit will be
used for general corporate purposes.
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The Company must redeem the Series B Preferred shares on June 30, 2005, at
a redemption price of $50 per Series B Preferred share, plus all accrued and
unpaid dividends, if any, on that date. The Company may not redeem the Series B
Preferred shares prior to that date. The Series B Preferred shares rank on
parity with the Company's Series A preferred shares. (See Note 14.)

14. Shareholders' Equity

Authorized Shares

At December 31, 2001 and 2000, the total authorized shares of the Company
were 120 million shares, par value $1.00 per share. In 2001, 100 million shares
were designated as common shares, 10 million shares have been designated as 8%
Series A Cumulative Preferred Shares, 4 millions shares have been designated as
5.61% Series B Cumulative Preferred Shares (see Note 13) and 6 million shares
remain undesignated. In 2000, 100 million shares were designated as common
shares, 10 million shares were designated as 8% Series A Cumulative Preferred
Shares and 10 million shares remain undesignated.

Class A and Class B Warrants
In 1993, in connection with the issuance of common shares, the Company

issued Class A Warrants to purchase, in the aggregate, approximately 10.1
million common shares. No Class A Warrants remained unexercised as of December
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31, 2000. In 1993, the Company also issued Class B Warrants to purchase, in the
aggregate, up to approximately 6.8 million common shares provided certain
performance criteria were met. The exercise price is also subject to adjustment
upon the occurrence of certain events relating principally to changes in the
number of common shares, options or warrants outstanding. Twenty percent of the
Class B Warrants were available for vesting on each of the first five
anniversary dates of the issue of the Warrants. The vesting conditions for the
Class B Warrants available for vesting in November 1998, 1996, 1995 and 1994,
which aggregated to 5.5 million warrants, were not met and those warrants have
been forfeited. The vesting conditions for the 1.3 million Class B Warrants
available for vesting in November 1997 were met and those warrants are
available for exercise through November 2004 at an exercise price of $17 per
share.

Series A Cumulative Preferred Shares

In July 1997, the Company issued 10 million of the Company's 8% Series A
Cumulative Preferred Shares, par value $1.00 per share, for net proceeds of
$242.2 million, 2 million shares of which were issued to Swiss Re. Cumulative
dividends of $0.50 per share are payable quarterly. The Company may under
certain circumstances, described in the Company's Bye-Laws and the Certificate
of Designation, redeem the stock, in whole or in part, after July 10, 2002 for
$25.00 per share plus accrued dividends. In the event of liquidation of the
Company, the holders of outstanding preferred shares would have preference over
the common shareholders and would receive a distribution of $25.00 per share
plus accrued dividends.

Earnings Per Share

The reconciliation of basic and diluted earnings per share is as follows
($000's except per share amounts) :

2001 2000
Income Shares Per Share Income Shares Per Shar
Net income (lOSS) . v'eveenennn. $(160,482) $142,307
Preferred stock dividends..... (20, 000) (20, 000)
Basic Earnings Per Share
Net income (loss) available
to common shareholders.... $(180,482) 50,136.8 $(3.60) $122,307 49,274.8 $2.48
26
2001 2000
Income Shares Per Share Income Shares Per Shar
Effect of Dilutive
Securities: (1)
Class A and B Warrants........ 873.8
Stock Options................. 528.9

Diluted Earnings Per Share
Net income available to
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common shareholders....... $122,307 50,677.5

(1) Diluted net loss per share has not been shown for 2001 because the effect
of dilutive securities would have been antidilutive. The weighted average
number of common and common equivalent shares outstanding for the period
amounted to 51,566.5 thousand shares after the dilutive effect of Class A
and B warrants, and stock options of 899.6 thousand and 530.1 thousand,
respectively.

15. Commitments

Lease Arrangements

The Company leases office space under operating leases expiring in various
years through 2012. The leases are renewable at the option of the lessee under
certain circumstances. The following is a schedule of future minimum rental
payments, exclusive of escalation clauses, on non-cancelable leases as of
December 31, 2001 ($000's):

Period Amount

2002 e e e e e e e e e e e e e e e e e e e e e e e e S 12,532
2 0 T 11,294
2004 . e e e e e e e e e e e e e e e e e e e e e e 8,903
20000 . e e e e e e e e e e e e e e e e e e e e e e e 8,817
2006 through 201 2. .. . ittt ittt e e e et ettt eee e S 42,981

Rent expense for the years ended December 31, 2001, 2000 and 1999, was
$11.2 million, $9.2 million and $8.4 million, respectively.

Premium Equity Participating Security Units

Under the terms of the Company's 8% Premium Equity Participating Security
Units (PEPS Units) the Company is obligated, under the Purchase Contract
component, to make a contract adjustment payment of $1.195 per unit per year or
2.39% of the stated amount of $50. At December 31, 2001, the present value of
these commitments was $13.1 million.

Employment Agreements
The Company has entered into employment agreements with its executive
officers. These agreements provide for annual compensation in the form of

salary, benefits, bonus, options to purchase shares in the Company and the
reimbursement of certain expenses, as well as certain severance provisions.
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Other Agreements

The Company has entered into service agreements and lease contracts that
provide for information technology support and computer equipment,
respectively. Future payments under these contracts will amount to $3.0

million.

16. Fair Value of Financial Instruments

28



Edgar Filing: PARTNERRE LTD - Form 8-K

Statement of Financial Accounting Standards ("SFAS") No. 107 "Disclosures
about Fair Value of Financial Instruments" requires disclosure of fair value
information of financial instruments. For certain financial instruments where
quoted market prices are not available, management's best estimate of fair
value may be based on quoted market prices of similar instruments or on other
valuation techniques. Financial instruments may or may not be recognized on the
balance sheet. SFAS 107 excludes insurance contracts, other than financial
guarantees and investment contracts and certain other financial instruments.

The following methods and assumptions were used by the Company in
estimating fair market value of each class of financial instruments recorded on
the Consolidated Balance Sheet.

Fair value for fixed maturities, short-term investments, equities and
trading securities are based on quoted market prices. Carrying value of other
invested assets approximate fair value. Policy benefits for life and annuity
contracts have a fair value equal to the cash value available to the
policyholder should the policyholder surrender the policy. Fair value of
long-term debt has been calculated as the present value of estimated future
cash flows using a discount rate reflective of market interest rates. For Trust
Preferred Securities and PEPS Units, fair value is based on quoted market
prices, while carrying value is based on the liquidation value of the
securities.

The carrying values and fair values of the financial instruments recorded
in the Consolidated Balance Sheet as at December 31, 2001 and 2000, were as
follows (000's):

Carrying
Value

Assets
Fixed MALUL It dE s v vttt ittt ettt et e ettt ettt et eeeeeeeeeenaeens $3,420,759
Short—term Investment s ...ttt ittt ettt ettt ettt teeeneeaens 39,564
T e e 400,825
Trading SeCUTrIties ittt ittt ittt e et ettt e ettt eeeeeeeeeanns 77,452
Other invested asset s ...ttt ittt ittt et ettt ettt eneeanean 20,500
Liabilities
Net policy benefits for life and annuity contracts ............... $ 693,250
Long—term debt ...ttt e e e e e e e e e e e e 220,000
Trust Preferred, Mandatorily Redeemable Preferred

Securities and Purchase Contracts
Trust Preferred SeCUrities ..ttt ittt ettt ettt et e eeeaeeanns $ 200,000
Mandatorily Redeemable Preferred Securities and Purchase

Contracts (PEPS UNIitS) vt vttt ittt ettt ettt ettt eeeeenenens 200,000
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Foreign Exchange Forward Contracts

The Company utilizes foreign exchange contracts as part of its overall
currency risk management and investment strategies. In accordance with SFAS

$3,420,759
39,564
400,825
77,452
20,500

$ 693,250
220,140

$ 200,000

225,200
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133, these derivative instruments are shown on the Balance Sheet at fair value,
with changes in their fair value recognized in the Statement of Operations.

The Company is exposed to credit risk in the event of non-performance by
the other parties to the contracts. However, because the counter parties to
these agreements are high quality international banks, the Company does not
anticipate non performance. The difference between the contract amounts and the
related market value is the Company's maximum credit exposure.

Forward foreign exchange contracts outstanding at December 31, 2001 and
2000 were as follows ($000's):

2001 Net
Unrealized
Contract Market Gains Contract
Amount Value (Losses) Amount
Receivable ........... $ 1,745,614 $ 1,745,526 S (88) $ 2,040,169
Payable .............. (1,745,614) (1,745,335) 279 (2,040,169)
Net ... $ - $ 191 $ 191 $ -

Futures Contracts

Exchange traded bond and note futures are used by the Company as
substitutes for ownership of the physical bonds and notes for the purposes of
managing portfolio duration. Bond and note futures net positions were $nil at
December 31, 2001.

17. Credit Agreements

The Company has entered into agreements with financial institutions to
provide unsecured committed credit facilities in the aggregate amount of $325
million. These facilities provide for the issuance of lines of credit and
letters of credit. Under the terms of certain reinsurance agreements,
irrevocable letters of credit were issued on an unsecured basis in the amount
of $283.5 million and $159.7 million at December 31, 2001 and 2000,
respectively, in respect of reported loss reserves.

18. Segment Information

Following a realignment of its Global operations effective January 1,
2002, the Company changed its reporting segments to reflect the way its
business will be managed going forward. The Company monitors the performance of
its underwriting operations in two major segments, Non-Life and Life. The
Non-Life segment is further divided into three sub-segments, US Property and
Casualty, Non-US Property and Casualty and Worldwide Specialty. The Life
segment includes Life, Health and Annuity lines of business. Segments represent
markets that are reasonably homogeneous in terms of geography, client types,
buying patterns, underlying risk patterns and approach to risk management.

The US and Non-US Property and Casualty sub-segments include property and
casualty business as well as motor business. These lines are generally written
in local markets. The US Property and Casualty sub-segment is comprised of
property, casualty and motor risks originating in the United States, generally
written by PartnerRe U.S. The Non-US Property and Casualty sub-segment is
comprised of property, casualty and motor business originating outside of the
United States, generally written by Partner Reinsurance Company and PartnerRe
SA. The Worldwide Specialty sub-segment is comprised of that business which is
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generally considered to be specialized due to the
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sophisticated technical underwriting required to analyze risks, and global in
nature, inasmuch as appropriate risk management for these lines requires a
globally diversified portfolio of risks. This segment consists of several lines
of business for which the Company believes it has developed specialized
knowledge and underwriting capabilities. These lines of business include
catastrophe, aviation and space, marine, agriculture, credit/surety, special
risk, engineering/energy and miscellaneous lines.

Because the Company does not manage its assets by segment, investment
income is not allocated to the Non-life sub-segments of the reinsurance
operations. However, because of the interest sensitive nature of some of the
Company's Life products, investment income 1is considered in management's
assessment of the profitability of the Life segment of the reinsurance
operations. The following items are not considered in evaluating the results of
each segment: net realized investment gains/losses, other income, amortization
of goodwill, interest expense, distributions related to Trust Preferred and
Mandatorily Redeemable Preferred Securities, net foreign exchange gains or
losses, 1ncome tax expense or benefit and preferred share dividends. Segment
revenues and profits or losses are shown net of intercompany transactions.

Management measures segment results for the US Property and Casualty,
Non-US Property and Casualty and Worldwide Specialty segments on the basis of
the "technical ratio," which is obtained by dividing the sum of the loss and
loss adjustment expenses and acquisition costs by net premiums earned.
Management measures segment results for the life segment on the basis of
"technical result" which is defined as net premiums earned less loss and loss
adjustment expenses and acquisition costs. The following table provides a
summary of the segment revenues and results for the years ended December 31,
2001, 2000 and 1999 ($ millions). The information for all periods presented has
been restated to conform to the new segmentation.

2001 2000 1999
NON-LIFE SEGMENT
US Property and Casualty
Net premiums written ............... $ 411.0 $ 291.6 S 202.7
Net premiums earned ..........c.c.c... 345.7 268.7 191.9
Loss and loss expense ratio ........ 128.3% 81.5% 84.6%
Acquisition expense ratio .......... 24.8 23.2 27.4
Technical ratio (1) .+ ennn. 153.1% 104.7% 112.0%
Non-US Property and Casualty
Net premiums written ............... $ 545.2 $ 439.8 S 438.7
Net premiums earned .........c.c..c... 514.1 426.8 438.5
Loss and loss expense ratio ........ 85.7% 71.0% 79.1%
Acquisition expense ratio .......... 24.9 27.9 27.9
Technical ratio (1) .« ieeeenennn. 110.6% 98.9% 107.0%
Worldwide Specialty
Net premiums written ............... $ 736.9 $ 476.3 $ 462.0
Net premiums earned ..........c.c..... 641.9 446.0 480.2
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Loss and loss expense ratio ........ 97.1% 62.8% 72.3%
Acquisition expense ratio .......... 19.8 21.5 23.2
Technical ratio (1) .« evieeeeeennn. 116.9% 84.3% 95.5%
30
2001 2000 1999

TOTAL NON-LIFE SEGMENT

Gross premiums written ............. $1,739.4 $1,253.0 $1,174.3
Net premiums written ............... 1,693.1 1,207.7 1,103.4
Net premiums earned ..........c.c.c... 1,501.7 1,141.5 1,110.6
Loss and loss expense ratio ........ 100.4% 70.2% 77.1%
Acquisition expense ratio .......... 22.7 24.3 25.7
Other overhead expense ratio ....... 7.2 8.0 6.9
Expense ratio .......cuiiiiieeennnn. 29.9 32.3 32.6
Combined ratio ......... ..., 130.3% 102.5% 109.7

TOTAL LIFE SEGMENT

Gross premiums written ............. $ 138.8 $ 186.5 $ 258.7
Net premiums written ............... 132.0 172.6 223.0
Net premiums earned .........c.c.c..c... 131.8 172.9 227.4
Technical result (2) .. enennn. (20.0) (42.9) (78.5)
Investment income .................. 26.5 68.0 107.8
Net technical result ............... $ 6.5 S 25.1 S 29.3
(1) Technical ratio is obtained by dividing the sum of loss and loss

adjustment expenses and acquisition costs by net premiums earned.

(2) Technical result is defined as net premiums earned, less loss and loss
adjustment expenses and acquisition costs.

2001

Reconciliation to Income (Loss) before distributions related to Trust

Preferred and Mandatorily Redeemable Preferred Securities and taxes:
=Tl oo T I = I ot == 5 B S (366.
Other Operating EXRPENSE S v ittt i ittt ittt ettt ettt e teeeeeeeeeeeeeeeeeeaaeeeeneens (117.
Net dnvestment 1nCOmMe . ... ittt ittt et ettt ettt ettt eaeeeee e eneeeeeeeeannens 239.
Net realized investment gains (L1OSSES) .t i vt ittt it ittt eeneeeeeeeeeneeeeeeeanens 20.
(@l o TS a1 o o (1L O 1.
B o o N ot o N D g oYY o 1 (13
Amortization Of goodWill ...ttt e e e e e e e et e e (26.
Net foreign exXChange Gails .. i i ittt it ittt ettt et e eaeeeeeeeeeeeeeeeeeaeenn 7
Income (loss) before distributions related to Trust Preferred and

Mandatorily Redeemable Preferred Securities and taxes ........iiiiiieenn $ (254.

The following table provides the geographic distribution of gross premiums
written for the years ended December 31, 2001, 2000 and 1999 ($ millions):
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B T
L o o 2N (L ks I
Asia, Australia and New—Zealand .. ...t eneeeeeeeeeeeeeeeoeeeeeeeneeneeeeeenns
Latin America and the Caribbean . .... ...ttt ittt ettt eaaeaeeneens
N N

Total gross premiums Written ... ittt ittt ettt ettt et ettt aeeeeeeeenaeaeens
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The Company produces its business both through brokers and through direct
relationships with insurance company clients. None of the Company's clients
accounted for more than 3% of total gross premiums written. In 2001 the Company
had two brokers that accounted for 10% or more of its gross premiums written,
one accounting for 17% of gross premiums written and the other accounting for
11%. One broker accounted for approximately 16% and 10% of total gross premiums
written in 2000 and 1999, respectively. All segments include business written
through this broker.
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19. ©Unaudited Quarterly Financial Information

Fourth Third Second
Quarter Quarter Quarter

Firs
Quart

t
er

($ millions except per share

Net premiums wWritfen ........iiieennneneeeeenns $ 422.1 $ 394.2 $ 410.9
Net premiums earned . ......eeeeeeeeeeeenneneens 442.3 415.5 386.3
Net investment income ..........iiiiiiinnnnn.. 58.6 60.3 60.8
Net realized investment gains (losses) ........ 6.0 (0.4) 5.5
Other 1ncome . ... ..ttt 1.6 0.1
Losses and loss expenses including life

policy benefits ... .. e 362.9 710.7 285.9
Acquisition costs and other expenses .......... 131.2 126.2 114.5
Amortization of goodwill, interest expense

and net foreign exchange losses ........... 11.2 1.6 6.6
Distribution related to Trust Preferred and

Mandatorily Redeemable Preferred Securities 3.0 - -
Income tax benefit ....... ... (28.7) (24.6) (7.5)
Cumulative effect of adopting new accounting

standard, net of tax .......c.ciiiiiiiiiia.. - - -
Net dncome (L10SS) v i i ittt ittt it ettt e eeeeennn 28.9 (338.5) 53.2
Preferred dividends ........c.iiiiiiiiineennnnn 5.0 5.0 5.0

Net income (loss) available to common

$ 597.
389.
60.

9.

8
4
0
1

272.4

113.

12.

(27.
95.
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shareholders 23.9 (343.5) 48.2 90.9 11
Earnings per common and common equivalent

share:
Diluted operating income (loss) per common

1S3 0 Y et = $ 0.33 $ (6.65) $ 0.92 $ 1.08 S 0.
Diluted net income (loss) per common share .... $ 0.46 S (6.67) S 0.93 S 1.76 S 0.
Dividends declared per common share ........... $ 0.28 $ 0.28 $ 0.28 $ 0.26 S 0.
Common stock price range

5 5 e o O $ 54.00 $ 55.33 $ 57.00 $ 58.13 S 61.

7 R 46.00 34.10 47.75 45.85 49.
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INDEPENDENT AUDITORS' REPORT

To the Board of Directors and Shareholders
of PartnerRe Ltd.

We have audited the accompanying consolidated balance sheets of PartnerRe Ltd.
and subsidiaries ("the Company") as of December 31, 2001 and 2000, and the
related consolidated statements of operations and comprehensive income,
shareholders' equity, and cash flows for each of the three years in the period
ended December 31, 2001. These financial statements are the responsibility of
the Company's management. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally
accepted in the United States of America. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all
material respects, the financial position of PartnerRe Ltd. and subsidiaries as
of December 31, 2001 and 2000, and the results of their operations and their
cash flows for each of the three years in the period ended December 31, 2001 in
conformity with accounting principles generally accepted in the United States.

As discussed in Note 3(m) to the financial statements, the Company changed its
method of accounting for derivative instruments and hedging activities on
January 1, 2001 upon its adoption of newly issued Statement of Financial
Accounting Standards No. 133, "Accounting for Derivative Instruments and
Hedging Activities", as amended.

DELOITTE & TOUCHE
Hamilton, Bermuda
February 11, 2002, except for Note 18, as to which the date is November 4, 2002
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SIGNATURE

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.

PARTNERRE LTD.

By: /s/ Albert Benchimol

Name: Albert Benchimol
Title: Executive Vice President
and Chief Financial Officer

Date: January 17, 2003
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