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April 27 2018

Report of Independent Auditors

To the Shareholder of XL Bermuda Ltd

We have audited the accompanying consolidated financial statements of XL Bermuda Ltd and its
subsidiaries, which comprise the consolidated balance sheets as of December 31, 2017 and December 31,
2016, and the related consolidated statements of income, comprehensive income, shareholder’s equity and
cash flows for the years then ended.

Management’s responsibility for the consolidated financial statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with accounting principles generally accepted in the United States of America;
this includes the design, implementation and maintenance of internal control relevant to the preparation
and fair presentation of consolidated financial statements that are free from material misstatement,
whether due to fraud or error.

Auditors’ responsibility

Our responsibility is to express an opinion on the consolidated 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 consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on our judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, we consider internal control relevant to the Company’s
preparation and fair presentation of the consolidated financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Company’s internal control. Accordingly, we express no such opinion. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of
the consolidated financial statements. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.
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Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of XL Bermuda Ltd and its subsidiaries as of December 31, 2017 and
December 31, 2016, and the results of their operations and their cash flows for the years then ended in
accordance with accounting principles generally accepted in the United States of America.

Other Matter

Accounting principles generally accepted in the United States of America require that the required
supplemental information under Accounting Standards Update 2015-09, Disclosure about Short-
Duration Contracts labelled as Unaudited within Note 10 on pages 55 to 63 be presented to supplement
the basic financial statements. Such information, although not a part of the basic financial statements, is
required by the Financial Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the information
for consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.
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Chartered Professional Accountants

Reference: Report of Independent Auditors on the Consolidated Financial Statements of XL Bermuda Ltd and its
subsidiaries as at December 31, 2017 and December 31, 2016 and for the years then ended
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XL BERMUDA LTD
CONSOLIDATED BALANCE SHEETS
AS AT DECEMBER 31, 2017 AND 2016

(U.S. dollars in thousands, except share data) 2017 2016
ASSETS
Investments:
Fixed maturities, at fair value (amortized cost: 2017, $29,645,663; 2016, $28,956,977) $ 30,416,290 $ 29,619,018
Equity securities, at fair value (cost: 2017, $638,455; 2016, $995,934) 713,967 1,036,655
Short-term investments, at fair value (amortized cost: 2017, $801,210; 2016, $626,142) 800,027 625,194
Total investments available for sale $ 31,930,284 $ 31,280,867
Fixed maturities, at fair value (amortized cost: 2017, $1,946,501; 2016, $1,548,178) 2,006,385 1,617,014
Short-term investments, at fair value (amortized cost: 2017, $14,969; 2016, $9,536) 14,965 9,563
Total investments trading $ 2,021,350 $ 1,626,577
Investments in affiliates 1,911,996 2,177,645
Other investments 1,163,863 1,164,547
Total investments $ 37,027,493 §$ 36,249,636
Cash and cash equivalents 3,273,315 3,341,679
Restricted cash 157,497 153,504
Accrued investment income 269,701 281,330
Deferred acquisition costs and value of business acquired 1,102,474 946,721
Ceded unearned premiums 2,198,217 1,687,864
Premiums receivable 6,934,482 5,522,976
Reinsurance balances receivable 930,114 577,479
Unpaid losses and loss expenses recoverable 7,247,723 5,491,297
Receivable from investments sold 201,515 128,411
Amount due from Parent and affiliates 68,004 82,958
Goodwill and other intangible assets 2,089,438 2,067,341
Deferred tax asset 332,024 310,542
Other assets 738,744 692,835
Total assets $ 62,570,741 $ 57,534,573

LIABILITIES AND SHAREHOLDER'S EQUITY

Liabilities:
Unpaid losses and loss expenses $ 29,696,779 $ 25,939,571
Deposit liabilities 1,042,677 1,116,233
Future policy benefit reserves 3,610,926 3,506,047
Funds withheld on GreyCastle life retrocession arrangements (net of future policy benefit reserves recoverable:
2017, $3,191,584; 2016, $3,072,615) 999,219 998,968
Unearned premiums 8,307,431 7,293,028
Reinsurance balances payable 3,706,116 2,451,717
Payable for investments purchased 332,142 226,009
Deferred tax liability 57,574 77,271
Amount due to Parents and affiliates 27,087 47,710
Other liabilities 952,773 1,158,877
Total liabilities $ 48,732,724  $ 42,815,431

Shareholders' Equity:
Ordinary shares, 15,000,000 authorized, par value $0.10; issued and outstanding (2017: 12,500,000 ; 2016:

12,500,000) $ 1,250 § 1,250
Additional paid in capital 12,579,844 12,579,844
Accumulated other comprehensive income 741,922 541,900
Retained earnings (141,078) 918,483
Shareholders' equity attributable to XL Group Ltd $ 13,181,938 $ 14,041,477
Non-controlling interest in equity of consolidated subsidiaries 656,079 677,665

Total shareholders' equity $ 13,838,017 $ 14,719,142

Total liabilities and shareholders' equity $ 62,570,741 $ 57,534,573

See accompanying Notes to Consolidated Financial Statements



XL BERMUDA LTD
CONSOLIDATED STATEMENTS OF INCOME
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016

(U.S. dollars in thousands) 2017 2016
Revenues:
Net premiums earned $ 10,336,612  $ 9,777,934
Net investment income:
Net investment income - excluding Life Funds Withheld Assets 688,284 656,179
Net investment income - Life Funds Withheld Assets 127,047 154,751
Total net investment income 815,331 810,930
Realized investment gains (losses):
Net realized gains (losses) on investments sold - excluding Life Funds Withheld Assets 132,788 193,773
Other-than-temporary impairments ("OTTI") on investments - excluding Life Funds Withheld Assets (12,988) (78,997)
OTTI on investments transferred to (from) other comprehensive income - excluding Life Funds
Withheld Assets (359) 439
Net realized gains (losses) on investments sold - Life Funds Withheld Assets 115,911 152,589
OTTI on investments - Life Funds Withheld Assets (1,434) (2,598)
Net unrealized gains (losses) on investments, trading securities ("Trading") - Life Funds Withheld
Assets (14,805) 109,458
Total net realized gains (losses) on investments, and net unrealized gains (losses) on investments, Trading  $ 219,113  § 374,664
Net realized and unrealized gains (losses) on derivative instruments (41,732) 2,521
Net realized and unrealized gains (losses) on life retrocession embedded derivative and derivative
instruments - Life Funds Withheld Assets (206,015) (540,090)
Income (loss) from investment affiliates 139,046 70,758
Fee income and other 48,647 35,692
Total revenues $ 11,311,002 $ 10,532,409
Expenses:
Net losses and loss expenses incurred $ 8,001,920 $ 6,072,835
Claims and policy benefits 39,189 28,244
Acquisition costs 1,788,140 1,620,671
Operating expenses 1,689,570 1,961,366
Foreign exchange (gains) losses 35,458 (8,146)
(Gain) Loss on sale of subsidiary — (7,088)
Interest expense 40,046 69,121
Total expenses $ 11,594,323  § 9,737,003
Income (loss) before income tax and income (loss) from operating affiliates (283,321) 795,406
Income (loss) from operating affiliates 63,645 44,397
Provision (benefit) for income tax 59,070 42,380
Net income (loss) $ (278,746) $ 797,423
Non-controlling interests (30,815) (50,783)
Net income (loss) attributable to XL Bermuda Ltd $ (309,561) $ 746,640

See accompanying Notes to Consolidated Financial Statements



XL BERMUDA LTD

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016

(U.S. dollars in thousands)

Net income (loss) attributable to ordinary shareholder $
Change in net unrealized gains (losses) on investments - excluding Life Funds Withheld Assets, net of tax
Change in adjustments related to future policy benefit reserves, net of tax
Change in net unrealized gains (losses) on investments - Life Funds Withheld Assets, net of tax
Change in net unrealized gains (losses) on affiliate and other investments, net of tax
Change in OTTI losses recognized in other comprehensive income, net of tax
Change in underfunded pension liability, net of tax

Foreign currency translation adjustments, net of tax

Comprehensive income (loss) $

2017 2016
(309,561) 746,640
181,711 (58,217)
27,184 62,294
(51,983) (4,502)
(5,013) (57,854)
2,415 3,670
2,531 (246)
43,177 95,960
(109,539) 787,745

See accompanying Notes to Consolidated Financial Statements



XL BERMUDA LTD

CONSOLIDATED STATEMENTS OF SHAREHOLDER'S EQUITY

FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016

(U.S. dollars in thousands)
Ordinary Shares:
Balance — beginning of year
Issuance of ordinary shares
Balance — end of year
Additional Paid in Capital:
Balance — beginning of year
Increase in equity of subsidiary
Return of Capital
Balance — end of year
Accumulated Other Comprehensive Income (Loss):

Balance — beginning of year

Change in net unrealized gains (losses) on investments - excluding Life Funds Withheld Assets, net of tax

Change in adjustments related to future policy benefit reserves, net of tax
Change in net unrealized gains (losses) on investments - Life Funds Withheld Assets, net of tax
Change in net unrealized gains (losses) on affiliate and other investments, net of tax
Change in OTTI losses recognized in other comprehensive income, net of tax
Change in underfunded pension liability, net of tax
Foreign currency translation adjustments, net of tax
Balance — end of year
Retained Earnings (Deficit):
Balance — beginning of year
Net income (loss) attributable to ordinary shareholders
Dividends on ordinary shares
Balance — end of year
Non-controlling Interest in Equity of Consolidated Subsidiaries:
Balance — beginning of year
Non-controlling interests — contributions
Non-controlling interests — distributions
Non-controlling interests — redeemed
Non-controlling interests
Non-controlling interest share in change in accumulated other comprehensive income (loss)
Balance — end of year
Total Shareholder's Equity

See accompanying Notes to Consolidated Financial Statements

2017 2016
1,250 1,000
— 250
1,250 1,250
12,579,844 13,488,503
— 1,341
— (910,000)
12,579,844 12,579,844
541,900 500,795
181,711 (58,217)
27,184 62,294
(51,983) (4,502)
(5,013) (57.854)
2,415 3,670
2,531 (246)
43,177 95,960
741,922 541,900
918,483 521,843
(309,561) 746,640
(750,000) (350,000)
(141,078) 918,483
677,665 632,883
59,583 47,524
(26,092) (9,028)
(43,704) —
(10,557) 7,308
(816) (1,022)
656,079 677,665
13,838,017 14,719,142




XL BERMUDA LTD
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016

(U.S. dollars in thousands) 2017 2016

Cash flows provided by (used in) operating activities:
Net income (loss) $ (278,746) $ 797,423

Adjustments to reconcile net income (loss) to net cash provided by (used in) operating activities:
Total net realized (gains) losses on investments and net unrealized (gains) losses on investments, trading (219,750) (378,540)
Net realized and unrealized (gains) losses on derivative instruments 41,732 (2,521)
Net realized and unrealized (gains) losses on life retrocession embedded derivative and derivative instruments -
Life Funds Withheld Assets 206,015 540,090
Amortization of premiums (discounts) on fixed maturities 156,855 193,482
(Income) loss from investment fund and operating affiliates (122,487) (67,802)
Loss (gain) on sale of subsidiaries — (7,088)
Depreciation and amortization 90,952 114,020
Accretion of deposit liabilities 29,243 43,984

Changes in:
Unpaid losses and loss expenses 2,881,359 1,073,313
Future policy benefit reserves (235,328) (162,096)
Funds withheld on GreyCastle life retrocession arrangements, net (281,136) (223,516)
Unearned premiums 733,182 436,106
Premiums receivable (1,200,673) (1,084,432)
Unpaid losses and loss expenses recoverable (1,575,046) (360,223)
Amounts due from parent and affiliates (5,669) (57,899)
Ceded unearned premiums (430,213) 70,529
Reinsurance balances receivable (327,462) (174,126)
Deferred acquisition costs and value of business acquired (118,566) (62,926)
Reinsurance balances payable 1,120,507 398,738
Deferred tax asset — net (59,498) (41,641)
Derivatives (18,856) 119,038
Other assets (68,370) (17,549)
Other liabilities (235,142) (78,896)
Other 68,574 (72,498)

Total adjustments $ 430,223  $ 197,547

Net cash provided by (used in) operating activities $ 151,477  $ 994,970

Cash flows provided by (used in) investing activities:
Proceeds from sale of fixed maturities and short-term investments $ 15,527,115  $ 12,443,102
Proceeds from redemption of fixed maturities and short-term investments 3,332,898 3,750,469
Proceeds from sale of equity securities 756,872 848,779
Purchases of fixed maturities and short-term investments (19,073,441) (14,923,187)
Purchases of equity securities (326,610) (1,103,447)
Proceeds from sale of affiliates 593,539 397,091
Purchases of affiliates (176,034) (681,385)
Purchase of subsidiaries, net of acquired cash — (92,893)
Proceeds from sale of subsidiaries, net of cash sold — 22,998
Change in restricted cash (3,993) 1,488
Other, net (70,645) 201,219

Net cash provided by (used in) investing activities $ 559,701 $ 864,234

See accompanying Notes to Consolidated Financial Statements



XL BERMUDA LTD
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016

(U.S. dollars in thousands) 2017 2016
Cash flows provided by (used in) financing activities:
Dividends paid on ordinary shares (750,000) (350,000)
Distributions to non-controlling interests (65,678) (51,852)
Contributions from non-controlling interests 59,583 47,524
(Distribution)/Contribution to/from Parent Company (910,000)
Repurchase of preference shares (45,581) —
Deposit liabilities (34,565) (69,482)
Net cash provided by (used in) financing activities $ (836,241) $ (1,333,810)
Effects of exchange rate changes on foreign currency cash 56,699 (57,742)
Increase (decrease) in cash and cash equivalents $ (68,364) $ 467,652
Cash and cash equivalents — beginning of period 3,341,679 2,874,027
Cash and cash equivalents — end of period $ 3,273,315  $ 3,341,679
Net taxes paid $ 30,955 % 81,315

See accompanying Notes to Consolidated Financial Statements



XL BERMUDA LTD
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016

1. General

XL Bermuda Ltd (the “Company” or “XLB”) was formed June 2016 under the laws of Bermuda as the result of the
amalgamation of two Bermuda operating entities, XL Insurance (Bermuda) Ltd and XL Re Ltd and is registered as a Class 4E
insurer. The Company’s ultimate parent is XL Group Ltd ("XL"), a Bermuda exempted company.

On July 25, 2016, XL Group plc, an Irish public limited company ("XL-Ireland"), and XL completed a scheme of
arrangement under Irish law (the "Scheme of Arrangement") that effected a transaction (the "Redomestication") that resulted in
the shareholders of XL-Ireland becoming shareholders of XL and XL-Ireland becoming a subsidiary of XL.

In connection with the Redomestication, on August 3, 2016, XL-Ireland distributed the ordinary shares of XLIT Ltd.
(formerly XL Capital Ltd.), a Cayman Islands exempted company ("XL-Cayman"), to XL (the “Distribution’), which was
recorded on the share register of XL-Cayman on August 4, 2016. As a result of the Distribution, XL-Cayman is now a direct,
wholly-owned subsidiary of XL. It is anticipated that XL-Ireland will be liquidated (via a solvent members voluntary
liquidation which was initiated on August 2, 2016) by the end of 2018.

The Company and its operating subsidiaries are a leading provider of insurance and reinsurance coverages to industrial,
commercial and professional firms, insurance companies and other enterprises on a worldwide basis. The Company and its
various subsidiaries operate globally in 29 countries, through the Company's two business operations: Insurance and
Reinsurance.

Insurance Operations

The Company’s insurance operations are organized to pair our global industry and product expertise with a strong regional
presence and local infrastructure that includes decision makers familiar with local needs and market dynamics. It includes three
business groups: North America, International and Global Lines.

North America provides primary and excess casualty, environmental liability, professional liability, property, excess and
surplus lines, U.S. program/facilities and construction business.

International provides property, primary and excess casualty, environmental liability, professional liability, construction,
mergers & acquisitions and structured risk solutions.

Global Lines includes the following lines of business: aviation & satellite, marine (including North America inland
marine), fine art & specie, private clients, equine, livestock & aquaculture, energy, crisis management, political risk, credit &
bond, London wholesale property & casualty and life, accident & health

Reinsurance Operations

The Company’s Reinsurance operations are structured into five business groups mainly based on region: Bermuda; North
America; London; EMEA; and Latin America, Asia Pacific & Credit ("LAC").

The Reinsurance operations provide casualty, property risk, property catastrophe, specialty, and other reinsurance lines on
a global basis with business being written on both a proportional and non-proportional treaty basis, and also on a facultative
basis.

Run-Off Life Operations

The Company ceased writing new life reinsurance in 2009 and since that time have been managing the run-off of the life
reinsurance operations ("Run-Off Life Operations"). On May 30, 2014, XLB completed a transaction with GreyCastle Holdings
Ltd ("GreyCastle") that resulted in sale of the Company's wholly-owned subsidiary, XL Life Reinsurance (SAC) Ltd ("XLLR"),
to GreyCastle (subsequent to the transaction, XLLR changed its name to GreyCastle Life Reinsurance (SAC) Ltd ("GCLR")).
As a result of the transaction, the Company has ceded the majority of the life reinsurance business to GCLR via 100% quota
share reinsurance (the "GreyCastle Life Retro Arrangements"). This transaction covers a substantial portion of XLB's life
reinsurance reserves. During 2015, the Company entered into another reinsurance agreement (the "U.S. Term Life Retro
Arrangements") ceding the majority of the remaining life reinsurance business.



XL BERMUDA LTD
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016

2. Significant Accounting Policies

(a) Basis of Preparation and Consolidation

These consolidated financial statements include the accounts of the Company and all of its subsidiaries. These
consolidated financial statements have been prepared in conformity with GAAP. To facilitate period-to-period comparisons,
certain reclassifications have been made to prior year consolidated financial statement amounts to conform to the current year
presentation. There was no effect on net income from this change in presentation.

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amount of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the reporting period. The Company's
most significant areas of estimation include:

= unpaid losses and loss expenses and unpaid losses and loss expenses recoverable;
= future policy benefit reserves;

=  valuation and other-than-temporary impairments of investments;

*  income taxes;

= reinsurance premium estimates; and

= carrying value of goodwill and intangible assets.

While management believes that the amounts included in the consolidated financial statements reflect the Company's best
estimates and assumptions, actual results could differ materially from these estimates.

(b) Fair Value Measurements

Financial Instruments Subject to Fair Value Measurements

Accounting guidance over fair value measurements requires that a fair value measurement reflect the assumptions market
participants would use in pricing an asset or liability based on the best information available. Assumptions include the risks
inherent in a particular valuation technique (such as a pricing model) and/or the risks inherent in the inputs to the model. The
fair value of a financial instrument is the amount that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date (the "exit price"). Instruments that the Company owns
("long positions") are marked to bid prices and instruments that the Company has sold but not yet purchased ("short positions")
are marked to offer prices. Fair value measurements are not adjusted for transaction costs.

Basis of Fair Value Measurement

Fair value measurements accounting guidance also establishes a fair value hierarchy that prioritizes the inputs to the
respective valuation techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices
in active markets for identical assets or liabilities (Level 1 measurements) and the lowest priority to unobservable inputs (Level
3 measurements). An asset or liability's classification within the fair value hierarchy is based on the lowest level of significant
input to its valuation. The three levels of the fair value hierarchy are described further below:

= Level 1 - Quoted prices in active markets for identical assets or liabilities (unadjusted); no blockage factors.

= Level 2 - Other observable inputs (quoted prices in markets that are not active or inputs that are observable either
directly or indirectly)-include quoted prices for similar assets/liabilities (adjusted) other than quoted prices in Level 1;
quoted prices in markets that are not active; or other inputs that are observable or can be derived principally from or
corroborated by observable market data for substantially the full term of the assets or liabilities.

= Level 3 - Unobservable inputs that are supported by little or no market activity and are significant to the fair value of
the assets or liabilities. Unobservable inputs reflect the reporting entity’s own assumptions about the assumptions that
market participants would use in pricing the asset or liability. Level 3 assets and liabilities include financial
instruments whose values are determined using pricing models, discounted cash flow methodologies, or similar
techniques, as well as instruments for which the determination of fair value requires significant management judgment
or estimation.
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XL BERMUDA LTD
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016

Details on assets and liabilities that have been included under the requirements of authoritative guidance on fair value
measurements to illustrate the bases for determining the fair values of these items held by the Company are included in each
respective section of this note.

Fair values of investments and derivatives are based on published market values if available, estimates of fair values of
similar issues, or estimates of fair values provided by independent pricing services and brokers. Fair values of financial
instruments for which quoted market prices are not available or for which the Company believes current trading conditions
represent distressed markets are based on estimates using present value or other valuation techniques. The fair values estimated
using such techniques are significantly affected by the assumptions used, including the discount rates and the estimated
amounts and timing of future cash flows. In such instances, the derived fair value estimates cannot be substantiated by
comparison to independent markets and are not necessarily indicative of the amounts that would be realized in a current market
exchange.

(c) Investments

Investments - Available For Sale

Investments that are considered available for sale ("AFS") (comprised of fixed maturities, equity securities and short-term
investments) are carried at fair value. The fair values for AFS investments are generally sourced from third parties. The fair
values of fixed income securities are based upon quoted market values where available, "evaluated bid" prices provided by third
party pricing services ("pricing services") where quoted market values are not available, or by reference to broker or
underwriter bid indications where pricing services do not provide coverage for a particular security. To the extent the Company
believes current trading conditions represent distressed transactions, the Company may elect to utilize internally generated
models.

It is common industry practice to utilize pricing services as a source for determining the fair values of investments where
the pricing services are able to obtain sufficient market-corroborating information to allow them to produce a valuation at a
reporting date. In addition, in the majority of cases, although a value may be obtained from a particular pricing service for a
security or class of similar securities, these values are corroborated against values provided by other pricing services. The
pricing services use market approaches to valuations using primarily Level 2 inputs in the vast majority of valuations, or some
form of discounted cash flow analysis, to obtain investment values for a small percentage of fixed income securities for which
they provide a price. Standard inputs to the valuations provided by the pricing services listed in approximate order of priority
for use when available include: reported trades, benchmark yields, broker/dealer quotes, issuer spreads, two-sided markets,
benchmark securities, bids, offers, and reference data. The pricing services may prioritize inputs differently on any given day
for any security, and not all inputs listed are available for use in the evaluation process on any given day for each security
evaluation; however, the pricing services also monitor market indicators, customer feedback through a price challenge process
and industry and economic events. Information of this nature is a trigger to acquire further corroborating market data. When
these inputs are not available, they identify "buckets" of similar securities (allocated by asset class types, sectors, sub-sectors,
contractual cash flows/structure, and credit rating characteristics) and apply some form of matrix or other modeled pricing to
determine an appropriate security value that represents their best estimate as to what a buyer in the marketplace would pay for a
security in a current sale. Prices provided by independent pricing services and independent broker quotes can vary widely even
for the same security. The use of different methodologies and assumptions may have a material effect on the estimated fair
value amounts. While the Company receives values for the majority of the investment securities it holds from pricing services,
it is ultimately management's responsibility to determine whether the values received and recorded in the financial statements
are representative of appropriate fair value measurements.

Broker/dealer quotations are used to value fixed maturities where prices are unavailable from pricing services due to
factors specific to the security such as limited liquidity, lack of current transactions, or trades only taking place in privately
negotiated transactions. These are considered Level 3 valuations, as significant inputs utilized by brokers may be difficult to
corroborate with observable market data, or sufficient information regarding the specific inputs utilized by the broker was not
available to support a Level 2 classification.

Equity securities include investments in open-end mutual funds, exchange-traded funds and shares of publicly traded
companies. The fair value of equity securities is based upon quoted market values (Level 1), or monthly net asset value
statements provided by the investment managers upon which subscriptions and redemptions can be executed (Level 2).

Short-term investments include investments due to mature within one year from the date of purchase and are valued using
the same external factors and in the same manner as fixed income securities.

Changes in the value of investments available for sale are reflected as unrealized gains or losses on investments, and are
included in "accumulated other comprehensive income (loss)", on a net of tax basis.
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XL BERMUDA LTD
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016

All investment transactions are recorded on a trade date basis. Realized gains and losses on sales of equities and fixed
income investments are determined on a first-in, first-out basis.

Investment income is recognized when earned, and includes interest and dividend income together with the amortization of
premium and discount on fixed maturities and short-term investments, and is recorded net of related investment expenses.
Amortization of discounts on fixed maturities includes amortization to expected recovery values for investments that have
previously been recorded as other-than-temporarily impaired. For mortgage-backed securities, and any other holdings for which
there is a prepayment risk, prepayment assumptions are evaluated and revised as necessary. Prepayment fees or call premiums
that are payable to the Company only when a security is called prior to its maturity are earned when received and reflected in
net investment income.

Investments -Trading

Investments for which the Company has elected the fair value option are classified as "trading". Trading securities are
carried at fair value. All trading securities are held in support of the GreyCastle Life Retro Arrangements, as defined in Note 1.
Thus, changes in the fair value of trading securities are included in "Net unrealized gains (losses) on investments, trading
securities - Life Funds Withheld Assets," and interest and dividend income from trading securities are included as a component
of "Net investment income - Life Funds Withheld Assets".

Investments Related to Life Retrocession Arrangements written on a Funds Withheld Basis

Designated investments that support the GreyCastle Life Retro Arrangements, which were written on a funds withheld
basis ("Life Funds Withheld Assets") and entered into in connection with the sale of XLB's life reinsurance subsidiary are
classified as either available for sale or trading. Investment results for these assets - including interest income, unrealized gains
and losses, and gains and losses from sales - are passed directly to the reinsurer pursuant to a contractual arrangement that is
accounted for as a derivative.

Changes in the fair value of the embedded derivative associated with the GreyCastle Life Retro Arrangements are recorded
in "Net realized and unrealized gains (losses) on life retrocession embedded derivative and derivative instruments - Life Funds
Withheld Assets" on the Consolidated Statements of Income. The fair value of the embedded derivative is included within
"Funds withheld on life retrocession arrangements, net of future policy benefit reserves recoverable" on the Consolidated
Balance Sheets.

Investments In Affiliates

Investments in which the Company has significant influence over the operating and financial policies of the investee are
classified as investments in affiliates on the Company's Consolidated Balance Sheets and are accounted for under the equity
method of accounting. Under this method, the Company records its proportionate share of income or loss from such
investments in its results for the period as well as its portion of movements in certain of the investee shareholders' equity
balances. When financial statements of the affiliate are not available on a timely basis to record the Company's share of income
or loss for the same reporting periods as the Company, the most recently available financial statements are used. This lag in
reporting is applied consistently. Distributions received from affiliates representing returns on invested capital are recorded as
operating cash flows, while distributions representing returns of invested capital or proceeds upon sale of all or a portion of an
affiliate are recorded as investing cash flows.

The Company generally records its hedge fund and private investment affiliates on a one-month and three-month lag,
respectively, and its operating affiliates on a three-month lag. Significant influence is considered on a case-by-case basis.
Investments in affiliates are not subject to fair value measurement guidance as they are not considered to be fair value measured
investments under GAAP. However, impairments associated with investments in affiliates that are deemed to be other-than-
temporary are calculated in accordance with fair value measurement guidance and appropriate disclosures included within the
financial statements during the period the losses are recorded.

Other Investments

Contained within this asset class are equity interests in investment funds, limited partnerships and unrated tranches of
collateralized debt obligations for which the Company does not have sufficient rights or ownership interests to follow the equity
method of accounting. Also included within other investments are structured transactions, which are carried at amortized cost.

Fair values for other investments, principally other direct equity investments, investment funds and limited partnerships,
are primarily based on the net asset value provided by the investment manager, the general partner or the respective entity,
recent financial information, available market data and, in certain cases, management judgment. These entities generally carry
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their trading positions and investments, the majority of which have underlying securities valued using Level 1 or Level 2 inputs,
at fair value as determined by their respective investment managers; accordingly, these investments are generally classified as
Level 2. Investments for which fair value is estimated using net asset value per share as a practical expedient are excluded from
the fair value hierarchy. Private equity investments are classified as Level 3. The net unrealized gain or loss on investments, net
of tax, is included in "Accumulated other comprehensive income (loss)." Any unrealized loss in value considered by
management to be other-than-temporary is charged to income in the period in which such determination is made.

Overseas deposits include investments in private funds related to Lloyd's syndicates in which the underlying instruments
are primarily fixed maturities. The funds themselves do not trade on an exchange and therefore are not included within
available for sale securities. Also included in overseas deposits are restricted balances held by Lloyd's syndicates for solvency
purposes which are primarily invested in cash and cash equivalents. Given the restricted nature of these balances, they are
included in other investments on the Consolidated Balance Sheets. Each of these investment types is considered a Level 2
valuation.

The Company has historically participated in structured transactions. These have included providing cash loans supporting
project finance transactions and providing liquidity facility financing to structured project deals. The Company also invested in
a payment obligation with an insurance company. The Company's policy is to value such transactions at amortized cost. For
further details see Note 8, "Fair Value Measurements" and Note 6, "Other Investments."

(d) Premiums and Acquisition Costs

Insurance premiums written are recorded in accordance with the terms of the underlying policies. Reinsurance premiums
written are recorded at the inception of the policy and are estimated based upon information received from ceding companies
and any subsequent differences arising on such estimates are recorded in the period they are determined. For multi-year
reinsurance treaties which are payable in annual installments, generally, only the initial annual installment is included as
premiums written at policy inception due to the ability of the reinsured to commute or cancel coverage during the term of the
policy. The remaining annual installments are included as premiums written at each successive anniversary date within the
multi-year term.

Premiums are generally earned on a pro-rata basis over the period the coverage is provided. Unearned premiums represent
the portion of premiums written applicable to the unexpired terms of policies in force. Net premiums earned are presented after
deductions for reinsurance ceded, as applicable. Premiums receivable are reported net of commissions payable and allowance
for estimated uncollectible amounts.

Reinstatement premiums are recognized at the time a loss event occurs where coverage limits for the remaining life of the
contract are reinstated under pre-defined contract terms and are fully earned when recognized.

Life and annuity premiums from long duration contracts that transfer significant mortality or morbidity risks are
recognized as revenue and earned when due from policyholders. Life and annuity premiums from long duration contracts that
do not subject the Company to risks arising from policyholder mortality or morbidity are accounted for as investment contracts
and presented within deposit liabilities.

The Company has periodically written retroactive loss portfolio transfer contracts. These contracts are evaluated to
determine whether they meet the established criteria for reinsurance accounting, and, if so, at inception, written premiums are
fully earned and corresponding losses and loss expense recognized. The contracts can cause significant variances in gross
premiums written, net premiums written, net premiums earned, and net incurred losses in the years in which they are written.
Reinsurance contracts sold not meeting the established criteria for reinsurance accounting are recorded using the deposit
method.

Acquisition costs, which vary with and are directly related to the acquisition of policies, consist primarily of: a)
commissions paid to brokers and cedants, and b) premium-related taxes are deferred and amortized over the period during
which the premiums are earned. Acquisition costs are shown net of contractual commissions earned on reinsurance ceded.
Future earned premiums, the anticipated losses and other costs (and in the case of a premium deficiency, investment income)
related to those premiums, are also considered in determining the level of acquisition costs to be deferred.

(e) Reinsurance

In the normal course of business, the Company seeks to reduce the potential amount of loss arising from claims events by
reinsuring certain levels of risk assumed in various areas of exposure with other insurers or reinsurers. Reinsurance premiums
ceded are expensed (and any commissions recorded thereon are earned) on a monthly pro-rata basis over the period the
reinsurance coverage is provided. Ceded unearned reinsurance premiums represent the portion of premiums ceded applicable to
the unexpired term of policies in force. Reinstatement premiums ceded are recognized at the time a loss event occurs where
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coverage limits for the remaining life of the contract are reinstated under pre-defined contract terms and are fully earned when
recognized. Amounts recoverable from reinsurers are estimated in a manner consistent with the claim liability associated with
the reinsured policy. Provisions are made for estimated unrecoverable reinsurance.

The Company enters into ceded reinsurance agreements with other companies in the normal course of business. All
premium and loss-related balances related to reinsurance agreements are reported on a gross basis within XLB's Consolidated
Balance Sheets, with the exception of the GreyCastle Life Retro Arrangements, which were written on a funds withheld basis.
The future policy benefit reserves recoverable related to these retrocession arrangements are netted against the funds withheld
liability owing to the counterparty on the Consolidated Balance Sheets due to the contractual right of offset.

(f) Fee Income and Other

Fee income and other includes fees received for insurance, loss prevention consulting services and product structuring
services provided and is earned over the service period of the contract. Any adjustments to fees earned or the service period are
reflected in income in the period when determined.

(g) Other-Than-Temporary Impairments ("OTTI") of Available for Sale Securities

The Company's process for identifying declines in the fair value of investments that are other-than-temporary involves
consideration of several factors. The primary factors include (i) an analysis of the liquidity, business prospects and financial
condition of the issuer, including consideration of credit ratings, (ii) the significance of the decline, (iii) an analysis of the
collateral structure and other credit support, as applicable, of the securities in question, and (iv) for debt securities, whether the
Company intends to sell such securities. In addition, the authoritative guidance requires that OTTI for certain asset-backed and
mortgage-backed securities be recognized if the fair value of the security is less than its discounted cash flow value and there
has been a decrease in the present value of the expected cash flows since the last reporting period. Where the Company's
analysis of the above factors results in the Company's conclusion that declines in fair values are other-than-temporary, the cost
of the security is written down to discounted cash flow, and a portion of the previously unrealized loss is therefore realized in
the period such determination is made.

With respect to equity securities and other investments carried at fair value, we generally impair a security if its fair value
is 50% or lower than its amortized cost or if the security is in a loss position for 11 or more consecutive months.

If the Company intends to sell an impaired security, or it is more likely than not that it will be required to sell the security
before recovery of its amortized cost basis, the impairment is other-than-temporary and is recognized currently in earnings in an
amount equal to the entire difference between fair value and amortized cost.

In instances in which the Company determines that a credit loss exists but the Company does not intend to sell the security,
and it is not more likely than not that the Company will be required to sell the security before the anticipated recovery of its
remaining amortized cost basis, the OTTI is separated into (1) the amount of the total impairment related to the credit loss and
(2) the amount of the total impairment related to all other factors (i.e. the noncredit portion). The amount of the total OTTI
related to the credit loss is recognized in earnings and the amount of the total OTTI related to all other factors is recognized in
accumulated other comprehensive loss. The total OTTI is presented in the Consolidated Statements of Income with an offset for
the amount of the total OTTI that is recognized in accumulated other comprehensive income (loss). Absent the intent or
requirement to sell a security, if a credit loss does not exist, any impairment is considered to be temporary.

The noncredit portion of any OTTI losses on securities classified as available for sale is recorded as a component of other
comprehensive income (loss) with an offsetting adjustment to the carrying value of the security. The fair value adjustment could
increase or decrease the carrying value of the security.

In periods subsequent to the recognition of an OTTI loss, the other-than-temporarily impaired debt security is accounted
for as if it had been purchased on the measurement date of the OTTI at an amount equal to the previous amortized cost basis
less the credit-related OTTI recognized in earnings. For debt securities for which credit-related OTTI is recognized in earnings,
the difference between the new cost basis and the cash flows expected to be collected is accreted into interest income over the
remaining life of the security in a prospective manner based on the estimated amount and timing of future estimated cash flows.

With respect to securities where the decline in value is determined to be temporary and the security's amortized cost is not
written down, a subsequent decision may be made to sell that security and realize a loss. Subsequent decisions on security sales
are made within the context of overall risk monitoring, changing information, market conditions generally and assessing value
relative to other comparable securities. We have outsourced a significant portion of the day-to-day management of the
Company's investment portfolio to third party investment manager service providers. While these investment manager service
providers may, at a given point in time, believe that the preferred course of action is to hold securities with unrealized losses
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that are considered temporary until such losses are recovered, the dynamic nature of the portfolio management may result in a
subsequent decision to sell the security and realize the loss, based upon a change in market and other factors described above.
The Company believes that subsequent decisions to sell such securities are consistent with the classification of the Company's
portfolio as available for sale.

There are risks and uncertainties associated with determining whether declines in the fair value of investments are other-
than-temporary. These include subsequent significant changes in general economic conditions as well as specific business
conditions affecting particular issuers, subjective assessment of issue-specific factors (seniority of claims, collateral value, etc.),
future financial market effects, stability of foreign governments and economies, future rating agency actions and significant
disclosure of accounting, fraud or corporate governance issues that may adversely affect certain investments. In addition,
significant assumptions and management judgment are involved in determining if the decline is other-than-temporary. If
management determines that a decline in fair value is temporary, then a security's value is not written down at that time.
However, there are potential effects upon the Company's future earnings and financial position should management later
conclude that some of the current declines in the fair value of the investments are other-than-temporary declines.

(h) Derivative Instruments

The Company recognizes all derivatives as either assets or liabilities on the Consolidated Balance Sheets and measures
those instruments at fair value. Except for the embedded derivative associated with the GreyCastle Life Retro Arrangements
discussed above within (c) "Investments Related to Life Retrocession Arrangements written on a Funds Withheld Basis,"the
changes in fair value of derivatives are shown in the Consolidated Statements of Income as "net realized and unrealized gains
(losses) on derivative instruments," unless the derivatives are designated as hedging instruments. The accounting for derivatives
that are designated as hedging instruments is discussed below. Changes in the fair value of derivatives may create volatility in
the Company's results of operations from period to period. Amounts recognized for the right to reclaim cash collateral (a
receivable) or the obligation to return cash collateral (a payable) are offset against net fair value amounts recognized in the
Consolidated Balance Sheets for derivative instruments executed with the same counterparty under the same netting
arrangement to the extent that the Company intends to settle the amounts on a net basis.

Derivative contracts can be exchange-traded or over-the-counter ("OTC"). Exchange-traded derivatives (futures and
options) typically fall within Level 1 of the fair value hierarchy, depending on whether they are deemed to be actively traded or
not. OTC derivatives are valued using market transactions and other market evidence whenever possible, including market-
based inputs to models, model calibration to market clearing transactions, broker or dealer quotations or alternative pricing
sources where an understanding of the inputs utilized in arriving at the valuations is obtained. Where models are used, the
selection of a particular model to value an OTC derivative depends upon the contractual terms and specific risks inherent in the
instrument as well as the availability of pricing information in the market. The Company generally uses similar models to value
similar instruments. Valuation models require a variety of inputs, including contractual terms, market prices, yield curves, credit
curves, measures of volatility, prepayment rates and correlations of such inputs. For OTC derivatives that trade in liquid
markets, such as generic forwards, interest rate swaps and options, model inputs can generally be verified and model selection
does not involve significant management judgment. Such instruments comprise the majority of derivatives held by the
Company and are typically classified within Level 2 of the fair value hierarchy.

Certain OTC derivatives trade in less liquid markets with limited pricing information, or required model inputs that are not
directly market corroborated, which causes the determination of fair value for these derivatives to be inherently more
subjective. Accordingly, such derivatives are classified within Level 3 of the fair value hierarchy. The valuations of less
standard or less liquid OTC derivatives are typically based on Level 1 and/or Level 2 inputs that can be observed in the market,
as well as unobservable Level 3 inputs. Level 1 and Level 2 inputs are regularly updated to reflect observable market changes.
Level 3 inputs are changed only when corroborated by evidence such as similar market transactions, pricing services and/or
broker or dealer quotations. The Company conducts its non-hedging derivatives activities in three main areas: investment
related derivatives, credit derivatives and other non-investment-related derivatives.

The Company uses derivative instruments, primarily interest rate swaps, to manage the interest rate exposure associated
with certain assets and liabilities. These derivatives are recorded at fair value. On the date the derivative contract is entered into,
the Company may designate the derivative as: a hedge of the fair value of a recognized asset or liability ("fair value" hedge); a
hedge of the variability in cash flows of a forecasted transaction or of amounts to be received or paid related to a recognized
asset or liability ("cash flow" hedge); or a hedge of a net investment in a foreign operation. Alternatively, the Company may not
designate any hedging relationship for a derivative contract.
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Fair Value Hedges

Changes in the fair value of a derivative that is designated and qualifies as a fair value hedge, along with the changes in the
fair value of the hedged asset or liability that is attributable to the hedged risk, are recorded in current period earnings (through
"net realized and unrealized gains and losses on derivative instruments"), with any differences between the net change in fair
value of the derivative and the hedged item representing the hedge ineffectiveness. Periodic derivative net coupon settlements
are recorded in net investment income, with the exception of hedges of Company-issued debt, which are recorded in interest
expense. The Company may designate fair value hedging relationships where interest rate swaps are used to hedge the changes
in the fair value of certain fixed rate liabilities and fixed maturity securities due to changes in the designated benchmark interest
rate.

Cash Flow Hedges

Changes in the fair value of a derivative that is designated and qualifies as a cash flow hedge are recorded in accumulated
other comprehensive income ("AOCI") and are reclassified into earnings when the variability of the cash flow of the hedged
item impacts earnings. Gains and losses on derivative contracts that are reclassified from AOCI to current period earnings are
included in the line item in the consolidated statements of operations in which the cash flows of the hedged item are recorded.
Any hedge ineffectiveness is recorded immediately in current period earnings as "net realized and unrealized gains and losses
on derivative instruments." Periodic derivative net coupon settlements are recorded in net investment income. The Company
may designate cash flow hedging relationships where interest rate swaps are used to mitigate interest rate risk associated with
anticipated issuances of debt or other forecasted transactions.

Hedges of the Net Investment in a Foreign Operation

Changes in the fair value of a derivative used as a hedge of a net investment in a foreign operation, to the extent effective
as a hedge, are recorded in the foreign currency translation adjustments account within AOCI. Cumulative changes in fair value
recorded in AOCT are reclassified into earnings upon the sale or complete or substantially complete liquidation of the foreign
entity. Any hedge ineffectiveness is recorded immediately in current period earnings as "net realized and unrealized gains and
losses on derivative instruments."

Hedge Documentation and Effectiveness Testing

To qualify for hedge accounting treatment, a derivative must be highly effective in mitigating the designated changes in
value or cash flow of the hedged item. At hedge inception, the Company formally documents all relationships between hedging
instruments and hedged items, as well as its risk-management objective and strategy for undertaking each hedge transaction.
The documentation process includes linking derivatives that are designated as fair value, cash flow, or net investment hedges to
specific assets or liabilities on the balance sheet or to specific forecasted transactions. The Company also formally assesses,
both at the hedge's inception and on an ongoing basis, whether the derivatives that are used in hedging transactions are highly
effective in offsetting changes in fair values or cash flows of hedged items. In addition, certain hedging relationships are
considered highly effective if the changes in the fair value or discounted cash flows of the hedging instrument are within a ratio
of 80-125% of the inverse changes in the fair value or discounted cash flows of the hedged item. Hedge ineffectiveness is
measured using qualitative and quantitative methods. Qualitative methods may include comparison of critical terms of the
derivative to the hedged item. Depending on the hedging strategy, quantitative methods may include the "Change in Variable
Cash Flows Method," the "Change in Fair Value Method," the "Hypothetical Derivative Method" or the "Dollar Offset
Method."

Discontinuance of Hedge Accounting

The Company discontinues hedge accounting prospectively when: it determines that the derivative is no longer highly
effective in offsetting changes in the fair value or cash flows of a hedged item; the derivative is dedesignated as a hedging
instrument; or the derivative expires or is sold, terminated or exercised. When hedge accounting is discontinued because it is
determined that the derivative no longer qualifies as an effective fair-value hedge, the derivative continues to be carried at fair
value on the balance sheets with changes in its fair value recognized in current period earnings through "net realized and
unrealized gains and losses on derivative instruments." When hedge accounting is discontinued because the Company becomes
aware that it is not probable that the forecasted transaction will occur, the derivative continues to be carried on the balance
sheets at its fair value, and gains and losses that were accumulated in AOCI are recognized immediately in earnings.
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(i) Cash and Cash Equivalents

Cash Equivalents

Cash equivalents include fixed interest deposits placed with a maturity of under 90 days when purchased. Bank deposits
are not considered to be fair value measurements and as such are not subject to the authoritative guidance on fair value
measurement disclosures. Money market funds are classified as Level 1, as these instruments are considered actively traded;
however, certificates of deposit are classified as Level 2.

Restricted Cash

Restricted cash represents cash and cash equivalents that the Company is a) holding for the benefit of a third party and is
legally or contractually restricted as to withdrawal or usage for general corporate purposes; and b) not replaceable by another
type of asset other than cash or cash equivalents, under the terms of the Company's contractual arrangements with such third
parties. Restricted cash includes cash and cash equivalents held pursuant to the terms of the Company's contractual obligations
relating to the GreyCastle Life Retro Arrangements described in Note 1.

(j) Foreign Currency Revaluation and Translation

Monetary assets and liabilities denominated in currencies other than the functional currency of the applicable Company
subsidiaries in which those monetary assets and liabilities reside are revalued into the appropriate functional currency at
prevailing balance sheet-date exchange rates. Revenues and expenses denominated in currencies other than the functional
currency of the applicable Company subsidiaries in which those revenues and expenses reside, are valued at the exchange rates
on the dates on which those underlying revenue and/or expense transactions occur. The net effect of these revaluation
adjustments are recognized in the Consolidated Statements of Income as part of "Foreign exchange (gains) losses".

Assets and liabilities of foreign operations whose functional currency is not the U.S. dollar are then translated into the
Company's U.S. reporting currency at prevailing balance sheet-date exchange rates, while revenue and expenses of such foreign
operations are translated into the Company's U.S. reporting currency at monthly average exchange rates during the year. The net
effect of these translation adjustments, as well as any gains or losses on intercompany balances for which settlement is not
planned or anticipated in the foreseeable future, net of applicable deferred income taxes, are included in the Consolidated
Balance Sheets as part of "Accumulated other comprehensive income."

(k) Goodwill, Intangibles and Other Long-Lived Assets

The Company has recorded goodwill in connection with various acquisitions in prior years. Goodwill represents the excess
of the purchase price over the fair value of the net assets acquired. In accordance with GAAP, the Company tests goodwill for
potential impairment annually as of June 30, and between annual tests if an event occurs or circumstances change that may
indicate that the potential exists for the fair value of a reporting unit to be reduced to a level below its carrying amount. The
Company tests for impairment at the reporting unit level in accordance with the authoritative guidance on intangibles and
goodwill. The Company has organized its goodwill into two reporting units, reflecting its two operations.

The Company's indefinite-lived intangible assets consist primarily of Lloyd's syndicate capacity plus acquired insurance
and reinsurance licenses. These assets are deemed to have indefinite useful lives and are therefore not subject to amortization.
In accordance with GAAP, the Company tests non-amortized intangible assets for potential impairment annually, or more
frequently if events or changes in circumstances indicate that the asset might be impaired. If the carrying value of a non-
amortized intangible asset is in excess of its fair value, the asset must be written down to its fair value through the recognition
of an impairment charge to earnings.

All of the Company's depreciable or amortizable intangible and other long-lived assets such as trade names, distribution
networks, premises, equipment, agency relationships, and acquired or internally-developed software, are carried at net book
value, and are depreciated or amortized on a straight-line basis over their estimated useful lives. The amortization periods
approximate the period over which the Company expects to generate future net cash inflows from the use of these assets. All of
these assets are subject to impairment testing in accordance with authoritative guidance for the impairment or disposal of long-
lived assets when events or conditions indicate that the carrying value of an asset may not be fully recoverable from future cash
flows. See Note 9, "Goodwill and Other Intangible Assets" for further information.
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(1) Variable Interest Entities ("VIEs")

Investments or other interests that absorb portions of an entity's expected losses or receive portions of the entity's expected
residual returns are called variable interests. Entities in which the equity investors, as a group, do not have the characteristic of
a controlling financial interest, or that do not have sufficient equity at risk to allow them to finance their own activities without
additional financial support are referred to as VIEs.

A VIE must be consolidated by its primary beneficiary, which is the variable interest holder that is determined to have the
controlling financial interest in the entity. This is the entity that has both: a) the power to direct the VIE's activities that most
significantly impact its economic performance, and b) the obligation to absorb losses or receive benefits of the VIE that could
potentially be significant to it. Refer to Note 16, "Variable Interest Entities," for further discussion of the Company's interests in
VIEs.

(m) Non-controlling Interests

Non-controlling shareholders' interests are presented separately in the Company's Consolidated Balance Sheets and
Consolidated Statements of Shareholders' Equity as required under GAAP. The net loss (income) attributable to non-controlling
interests is presented separately in the Company's Consolidated Statements of Comprehensive Income. Refer to Note 16,
"Variable Interest Entities," and Note 19, "Share Capital," for further discussion of non-controlling interests in the Company.

(n) Losses and Loss Expenses

Unpaid losses and loss expenses include reserves for reported unpaid losses and loss expenses and for losses incurred but
not reported. The reserve for reported unpaid losses and loss expenses for the Company's property and casualty ("P&C")
operations is established by management based on claims reported from insureds or amounts reported from ceding companies,
and represent the estimated ultimate cost of events or conditions that have been reported to or specifically identified by the
Company.

The reserve for losses incurred but not reported is estimated by management based on loss development patterns
determined by reference to the Company's underwriting practices, the policy form, type of program and historical experience.
The Company's actuaries employ a variety of generally accepted methodologies to determine estimated ultimate loss reserves,
including the "Bornhuetter-Ferguson incurred loss method" and frequency and severity approaches.

Certain workers' compensation and certain U.K. bodily injury liabilities are considered fixed and determinable and are
discounted.

Management believes that the reserves for unpaid losses and loss expenses are sufficient to cover losses that fall within
coverages assumed by the Company. However, there can be no assurance that losses will not exceed the Company's total
reserves. The methodology of estimating loss reserves is periodically reviewed to ensure that the assumptions made continue to
be appropriate and any adjustments resulting from such reviews are reflected in income in the year in which the adjustments are
made.

(o) Deposit Liabilities

Contracts entered into by the Company that are not deemed to transfer significant underwriting risk and/or timing risk are
accounted for as deposits, whereby liabilities are initially recorded at an amount equal to the assets received. The Company uses
a portfolio rate of return of equivalent duration to the liabilities in determining risk transfer. An initial accretion rate is
established based on actuarial estimates whereby the deposit liability is increased to the estimated amount payable over the term
of the contract.

The deposit accretion rate is the rate of return required to fund expected future payment obligations (this is equivalent to
the "best estimate" of future cash flows), which are determined actuarially based upon the nature of the underlying
indemnifiable losses. Accretion of the liability is recorded as interest expense.

The Company periodically reassesses the estimated ultimate liability. Any changes to this liability are reflected as
adjustments to interest expense to reflect the cumulative effect of the period the contract has been in force, and by an
adjustment to the future accretion rate of the liability over the remaining estimated contract term.

(p) Future Policy Benefit Reserves

The Company estimates the present value of future policy benefits related to long duration contracts using assumptions for
investment yields, mortality, and expenses, including a provision for adverse deviation.
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The assumptions used to determine future policy benefit reserves are best estimate assumptions that are determined at the
inception of the contracts and are locked-in throughout the life of the contract unless a premium deficiency develops. As the
experience on the contracts emerges, the assumptions are reviewed. If such review would produce reserves in excess of those
currently held, then the locked-in assumptions will be revised and a claim and policy benefit is recognized at that time. The
Company includes the cost of reinsurance in its premium deficiency considerations.

Certain life insurance and annuity contracts provide the holder with a guarantee that the benefit received upon death will
be no less than a minimum prescribed amount. The contracts are accounted for in accordance with GAAP, which requires that
the best estimate of future experience be combined with actual experience to determine the benefit ratio used to calculate the
policy benefit reserve.

(q) Income Taxes

The Company accounts for income taxes under the asset and liability method, which requires the recognition of deferred
tax assets and liabilities for the expected future tax consequences of events that have been included in the financial statements.
Under this method, we determine deferred tax assets and liabilities on the basis of the differences between the financial
statement and tax bases of assets and liabilities by using enacted tax rates in effect for the year in which the differences are
expected to reverse. The effect of a change in tax rates on deferred tax assets and liabilities is recognized in income in the
period that includes the enactment date.

The Company recognizes deferred tax assets to the extent that we believe that these assets are more likely than not to be
realized. In making such a determination, we consider all available positive and negative evidence, including future reversals of
existing temporary differences, projected future taxable income, tax planning strategies, and taxable income in prior years that
may be available for carryback. A valuation allowance will be established for any portion of a deferred tax asset that we believe
will not be realized, and the impact will be included in the provision for income taxes.

The Company records uncertain tax positions in accordance with ASC 740 on the basis of a two- step process in which (1)
we determine whether it is more likely than not that the tax positions will be sustained on the basis of the technical merits of the
position and (2) for those tax positions that meet the more likely than not recognition threshold, we recognize the largest
amount of tax benefit that is more than 50 percent likely to be realized upon settlement with the tax authority.

The Company recognizes interest and penalties on underpaid tax as a component of income tax expense.

The Company's investment income is allocated to applicable branch operations and is taxable in certain jurisdictions. The
method of allocating this income may be different for tax reporting as compared to GAAP. The Company records the tax effects
of this allocation entirely through operations.

(r) Recent Accounting Pronouncements

Recently Issued Accounting Standards Adopted in 2017

ASU 2016-17 Interests Held through Related Parties That Are under Common Control

In October 2016, the FASB issued an accounting standards update concerning the evaluation of indirect interests held
through related parties during the assessment of variable interest entities ("VIEs"). When identifying the primary beneficiary of
a VIE, this update requires a reporting entity that acts as the single decision maker of that VIE to include, on a proportionate
basis, those interests held through related parties under common control when assessing whether it holds a variable interest in
that VIE. This is a change from previous GAAP, which required such indirect interests to be included in their entirety during
this assessment. In the event that a reporting entity is not considered to be the primary beneficiary of the VIE following this
assessment, the update does not change the requirement to assess whether the entity and its related parties under common
control as a group possess the characteristics of a primary beneficiary. The guidance is effective for fiscal years beginning after
December 15, 2016, including interim periods within those fiscal years. The amendments in this update were to be applied
retrospectively to all periods since Accounting Standards Update 2015-02 was adopted, which for the Company was the first
quarter of 2016. The Company adopted this guidance in 2017. There were no changes to the identified primary beneficiaries of
any VIEs in which the Company holds an interest, and thus no impact on the Company's financial position, results of operations
or cash flows.
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ASU 2017-04 Simplifying the Test for Goodwill Impairment

In January 2017, the FASB issued an accounting standards update concerning impairment testing of goodwill. The main
provision of this guidance removes the existing "Step 2" analysis required under previous GAAP. The previous GAAP required
an entity to perform procedures to determine the fair value at the impairment testing date of its assets and liabilities (including
unrecognized assets and liabilities) following the procedures that would be required in determining the fair value of assets
acquired and liabilities assumed in a business combination. Instead, under the revised guidance, an entity's annual goodwill
impairment review should include a "quantitative impairment test" in which it should compare the fair value of a reporting unit
with its carrying amount. If the carrying amount exceeds the fair value, then the entity should record an impairment charge for
this difference, limited to the total goodwill allocated to the reporting unit (an entity still has the option to perform the
qualitative assessment for a reporting unit to determine if the quantitative impairment test is necessary). The update should be
applied on a prospective basis. This guidance is effective for goodwill impairment testing performed in fiscal years beginning
after December 15, 2019 bur early adoption was permitted for goodwill impairment tests performed on testing dates after
January 1, 2017. The Company elected to early adopt this guidance during the first quarter of 2017. While the guidance
changed the Company's goodwill impairment testing procedures, there was no impact on the Company's financial position,
results of operations or cash flows.

Recently Issued Accounting Standards Not Yet Adopted

ASU 2016-01 Recognition and Measurement of Financial Assets and Financial Liabilities

In January 2016, the FASB issued an accounting standards update concerning the accounting for financial instruments. The
guidance retains the basic existing framework for accounting for financial instruments under GAAP, while achieving limited
convergence with IFRS in this area. The guidance: (1) requires equity investments (except consolidated entities and those
accounted for under the equity method of accounting) to be measured at fair value with changes in fair value recognized in net
income; (2) simplifies the impairment assessment of equity investments without readily determinable fair values by requiring a
qualitative assessment to identify impairment; (3) eliminates the requirement to disclose the fair value of financial instruments
measured at amortized cost for non-public business entities; (4) eliminates the requirement to disclose the method(s) and
significant assumptions used to estimate the fair value of financial instruments measured at amortized cost on the balance sheet;
(5) requires public business entities to use the exit price notion when measuring the fair value of financial instruments for
disclosure purposes; (6) requires an entity to present separately in other comprehensive income the portion of the total change
in the fair value of a liability resulting from a change in the instrument-specific credit risk when the entity has elected to
measure the liability at fair value in accordance with the fair value option for financial statements; (7) requires separate
presentation of financial assets and financial liabilities by measurement category and form of asset in the financial statements;
and (8) clarifies that an entity should evaluate the need for a valuation allowance on a deferred tax asset related to AFS
securities in combination with the entity's other deferred tax assets. The guidance will be effective for fiscal years beginning
after December 15, 2017, including interim periods within those fiscal years. Adoption should be applied by means of a
cumulative effect adjustment to the balance sheet as of the beginning of the fiscal year of adoption, except the amendments
related to impairment of equity securities without readily determinable fair values. The Company will adopt this guidance as of
January 1, 2018. As of that date, accumulated unrealized gains and losses relating to investments in equity securities and certain
of our other investments, net of tax, which are included in accumulated other comprehensive income, will be classified to
retained earnings. At December 31, 2017 the amount subject to reclassification is a net unrealized gain of $235.2 million, less
deferred tax of $12.1 million. Adoption of this update will also have an effect on results of operations going forward, as mark to
market movements on equity securities will prospectively impact net income; however, it will not have a material impact on the
Company's cash flows

ASU 2016-02 Leases

In February 2016, the FASB issued an accounting standards update concerning the accounting for leases. The most
significant change to existing GAAP created by this standard will be the lessee recognition of lease assets and lease liabilities
for those leases classified as operating. The core principle of this guidance stipulates that a lessee should recognize in the
statement of financial position, initially measured at the present value of the lease payments, both a liability for contractual
payments due under the lease, and an asset representing its right to use the underlying leased asset for the lease term ("right-of-
use asset"). For financing leases, interest on the lease liability should be recognized separately from the amortization of the
right-of-use asset in the statement of comprehensive income. Additionally, as regards the presentation of financing lease
activities within the statement of cash flows, repayments of the principal portion of the lease liability should be classified within
financing activities, while payments of interest on the lease liability should be classified within operating activities. For
operating leases, a single net lease cost should be recognized over the lease term, generally on a straight-line basis, and all cash
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payments related to the lease should be classified within operating activities in the statement of cash flows. For leases with a
term of 12 months or less, a lessee is permitted to make an accounting policy election by class of underlying asset not to
recognize lease assets and lease liabilities, and therefore recognize lease expense for such leases on a straight-line basis over the
lease term. The guidance will be effective for fiscal years beginning after December 15, 2018, including interim periods within
those fiscal years. Early adoption is permitted. In transition, lessees and lessors are required to recognize and measure leases at
the beginning of the earliest period presented using a modified retrospective approach, which includes a number of optional
practical expedients that entities may elect to apply. An entity that elects to apply the practical expedients will substantively
continue to account for leases that commence before the effective date in accordance with existing GAAP, except that a right-
of-use asset and a lease liability must be recorded for all operating leases at each reporting date based on the present value of
the remaining minimum rental payments that were previously tracked and disclosed. The Company is currently evaluating the
impact of this guidance, but expects that it will have an effect on the Company's financial condition as new assets and liabilities
related to operating leases are likely to be recorded as a result of adoption. See Note 18(d), "Commitments and Contingencies -
Properties," for further information regarding the company's lease commitments. The Company does not expect this new
guidance to have a material impact on the Company's results of operations or cash flows.

ASU 2016-13 Measurement of Credit Loss on Financial Instruments

In June 2016, the FASB issued an accounting standards update concerning the measurement of credit losses on financial
instruments. The amendments in this update affect the measurement of various financial assets, including loans, debt securities,
trade receivables, reinsurance receivables and net investments in leases. For assets measured at amortized cost, the amendments
in this update require presentation at the net amount expected to be collected. This results in an allowance for all expected credit
losses over an asset’s entire life, with no threshold for recognition. This allowance should be maintained in a valuation account
that is deducted from the amortized cost of the asset to result in the net amount for presentation purposes. Credit loss
allowances for newly created financial assets and subsequent movements in these allowances will be recognized in the income
statement, except for the initial credit losses on assets that are purchased in an already credit-impaired state, which will be
added to the purchase price of such assets. For AFS debt securities, credit losses should also be recorded through an allowance.
The allowance for credit losses is restricted to the difference between the fair value and amortized cost of the relevant asset. The
guidance will be effective for fiscal years, and interim periods within those fiscal years beginning after December 15, 2019.
Early adoption is permitted for fiscal years, and interim periods within those fiscal years beginning after December 15, 2018.
The updates should be adopted in a modified-retrospective approach, by means of a cumulative-effect adjustment to retained
earnings at the beginning of the first reporting period in which the guidance is effective. For securities with an existing other-
than-temporary impairment or securities previously acquired with deteriorated quality the relevant provisions should be adopted
prospectively. The Company is currently evaluating this guidance and expects that it will have an impact on the Company’s
financial position and results of operations, but will not have a material impact on the Company’s cash flows.

ASU 2016-15 Classification of Certain Cash Receipts and Cash Payments

In August 2016, the FASB issued an accounting standards update concerning the presentation and classification of certain
cash receipts and cash payments in the statement of cash flows. The amendments in this update are intended to address areas
where GAAP is unclear and diversity in practice exists. The following areas are covered in this update: (1) debt prepayment or
debt extinguishment costs; (2) settlement of zero-coupon debt instruments; (3) contingent consideration payments following a
business combination; (4) proceeds from settlement of insurance claims; (5) proceeds from settlement of corporate-owned life
insurance policies; (6) distributions received from equity method investees; (7) beneficial interests in securitization
transactions; and (8) separation of cash flows. The guidance will be effective for public business entities for fiscal years
beginning after December 15, 2017, and interim periods within those fiscal years. The amendments should be applied using a
retrospective transition method to the periods presented, unless it is impractical to do so. The Company will adopt this guidance
as of January 1, 2018. The guidance will not have a material impact on the Company's cash flows, and will have no impact on
the Company's financial position or results of operations.

ASU 2016-16 Income Taxes: Intra-Entity Transfers of Assets Other Than Inventory

In October 2016, the FASB issued an accounting standards update concerning the tax effects of intra-entity asset transfers
within a group. The new guidance requires an entity to reflect the income tax consequences of an intra-entity transfer of an asset
other than inventory when that transfer occurs. This is a departure from current GAAP, which prohibits recognition of tax on
such transfers until the asset has been sold to an external party or otherwise realized. The amendments are effective for annual
reporting periods beginning after December 15, 2017, and interim periods within those fiscal years. The amendments should be
applied on a modified retrospective basis through a cumulative-effect adjustment direc