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Summary

XL Life Ltd (the “Company”) was incorporated in Bermuda on November 10, 1997 as Reeve Court Insurance
Limited and changed its name in 2001 to XL Life Ltd. The Company is a wholly-owned subsidiary of XL Bermuda
Ltd (the “parent Company”).

The Company’s operations have been in run-off since 2009 when XL Group announced the run-off of its life
reinsurance business.

A. Business and Performance

This section provides particulars regarding organisational structure, insurance business activities and financial
performance.

A.l. Name of Insurer
XL Life Ltd (the “Company”)

A.2. Supervisors

Insurance Supervisor Group Supervisor

Name: Bermuda Monetary Authority, Autorité de contréle prudential et de résolution
BMA House, 43 Victoria Street, 4 Place de Budapest, CS 92459
Hamilton HM 12 Bermuda 75436, Paris Cedex 09

Jurisdiction: Bermuda France

Email Address: insurance@bma.bm Bibli@acpr.banque-france.fr

Phone Number: +441-295-5278 +(33) 0149954000

Note: The Bermuda Monetary Authority withdrew as Group Supervisor effective on 11 December, 2018

A.3. Approved auditor

Organisation: PricewaterhouseCoopers Ltd,
Washington House, 4th Floor,
16 Church Street,
Hamilton, HM11, Bermuda
Name: Damian Cooper
Jurisdiction: Bermuda
Email Address: damian.cooper@pwc.com
Phone Number: +441-299-7685

A.4. Ownership details

Owner: Ownership:
XL Bermuda Ltd 100%

A.5. Group Structure

See Appendix 1 - AXA XL Structure Chart effective as of December 31°, 2019
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A.6. Insurance business written by business segment and by geographical region

Business written by business segment and by geographical location of cedant during the reporting period and
comparative period;

|Geographical location Gross premium written 2019 Gross premium written 2018

USD '000s USD '000s
United States of America 42,355 33,032
United Kingdom 497 332
Total 42,852 33,364

[Line of Business lGross premium written Net loross premium written Net

2019 - USD '000s USD '000s 2018 - USD '000s USD '000s
IMortality 42,852 0,789 33,364 0,823
Total 42,852 9,789 33,364 9,823

The above numbers agree to the Condensed Consolidated Statement of Income which is measured on a US GAAP
basis.
A.7T. Performance of investments and material income and expenses for the reporting period

Performance of Investments and Material Income and Expenses for the Reporting Period

The Company investsin high quality fixed interest securities. The table below shows the market values and gross

redemption yields at year ends 2018 and 2019, split by type of investment.

2018
Market Value (USD 000’s)  |Average YTM (%)
US Government (Federal) 19,695 2.71
US Government (Agency - mortgage backed) 114,867 3.55
US Government (Agency - other)
Non US Government 789 3.18
States, Municipalities and Political Subdivision 2,266 4.30
Corporate Securities 185,666 3.85
IAsset-backed securities
Total 23,282

2019

Market Value (USD 000’s)

Average YTM (%)

US Government (Federal) 16,838 1.98
US Government (Agency - mortgage backed) 106,018 2.52
US Government (Agency - other)

Non US Government 802 2.09
States, Municipalities and Political Subdivision 1,660 3.26
Corporate Securities 186,881 2.65
IAsset-backed securities

Total 312,197
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The above numbers agree with the Condensed Consolidated Balance Sheet.

The Company’s major source of income was premiums on its term assurance business. The major expenses relate
to claims on its term assurance business

USD 000’s 2019 2018
Income

Premiums 9,789 9,823
Expenses

Claims 13,784 12,723
Commission 2,034 2,366
Operating Expenses 250 595
Total Expenses 16,068 15,684

The above numbers agree with the Condensed Consolidated Income Statement.
A.8. Other material information

Since December 2019, a significant number of cases associated with the Coronavirus, now called COVID-19 by
the World Health Organization (“WHO”), have been reported worldwide. Initially reported in the province of
Hubei in the People’s Republic of China, it has spread across other countries, resulting in reported infections
and deaths in numerous countries, including South Korea, Iran, Italy, Spain, France, the United Kingdom and
the United States, and new cases and fatalities are reported daily. Furthermore, it is currently not possible to
know or predict the extent to which the current levels of reported cases reflect the actual transmission of the
virus within populations, and accordingly the scale of the pandemic may be significantly larger than what is
presently recorded. The spread of COVID-19 has resulted globally in governmental authorities imposing
quarantines and travel restrictions of varying scope; led to significant disruptions in the global travel and
hospitality industries, and in global trade and supply chains more broadly; resulted in decreased economic
activity and lowered estimates for future economic growth; created severe strains on local, national and supra-
national medical and healthcare systems and institutions; and caused global financial markets to experience
significant volatility and the worst downturn since the 2008 financial crisis.

XL Life Ltd together with the AXA Group has or is in the process of establishing plans to address how it will
manage the effects of the outbreak, and assess disruptions and other risks to its operations. These include the
protection of employees, sustaining our services to clients and other stakeholders and ensuring effective
processes are in place to communicate and execute such plans. XL Life Ltd is closely monitoring its exposure,
including (i) the operational impact on its business, (ii) the consequences of a deterioration in macroeconomic
conditions or of a slowdown in the flow of people, goods and services, (iii) the extent of insurance coverage
impacted and (iv) change in asset prices and financial conditions (including interest rates). Information in this
section should be read in conjunction with the paragraph “Pricing and Underwriting-related risks” in Section 4.1
“Risk Factors” of the 2019 AXA Group Universal Registration Document
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B. Governance Structure

This section provides particulars of corporate governance, risk management and solvency self-assessment
frameworks

B.1. Board and Senior Executive

B.1.1 Structure of the Board and Senior Executive, Roles, Responsibilities and Segregation of
Responsibilities.

Board of Directors

The Board of Directors of the Company (the “Board”) oversees the effective management of the Company’s
business and affairs and is responsible for the maintenance of an effective corporate governance framework.
The Board is elected annually and currently consists of the following three executive directors each of whom is
a senior executive of the Company or other XL Group Ltd companies ('XL, 'AXA XL').

Directors Simon Argent
Mary Hayward
Mark Twite

Senior Executive

The Company’s senior executives assist the Board with its oversight responsibilities by its reporting to the Board
on the Company’s business activities. The senior executives also make recommendations to the Board
regarding, and are responsible for, the execution of the Company’s strategic plans and objectives. The senior
executives are responsible for the respective functions which they head and for ensuring the necessary
resources, systems and controls required for the effective execution of the roles and responsibilities of those
functions.

Senior Executive Mark Twite President
Mary Hayward Senior Vice President
Carla Whitehurst Associate General Counsel
Leila Madeiros Compliance Officer and Money Laundering Reporting Officer

B.1.2. Executive/Employee Compensation

Director Compensation

The directors are not separately compensated for their Board roles.

Executive/Employee Compensation

XL Life Ltd adheres to the AXA XL remuneration policy.

AXA XL has a Remuneration Policy in place, the purpose of which is to outline how the Company ensures that
the setting of remuneration is appropriate and transparent, and promotes sound and effective risk management
within approved risk tolerance limits.
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The balance of fixed and variable compensation is consistent with competitive market practice in the insurance
industry, while permitting the Company to operate fully flexible variable compensation policies. Variable pay for
colleaguesinindependent control functions is not aligned with the performance of the businesses they oversee,
and is designed to avoid conflicts of interest while appropriately balancing risk and reward.

An overview of the arrangements that are in place are as follows:

. Fixed Remuneration - The Company considers multiple factors - including an individual’s role and
responsibilities, performance, experience, expertise and peer market compensation information in
setting target levels of base compensation.

. Variable Remuneration - Individual bonus awards are determined based on performance reviews of
individual and overall performance and are fully discretionary, allowing for full flexibility to award no
variable remuneration if warranted. Staff have a bonus target amount expressed as a percentage of
base pay.

. Long-Term Incentive Plan - Long-term incentive awards are reserved for those who perform at a high
level, recognize the recipient’s anticipated future contributions, and take relative and absolute
performance, individual potential and unique skills into consideration. Grants of long-term incentives
are based on sustained individual performance and criticality of skills. For the Company's most senior
leaders, shares awarded under the long-term incentive program are subject to holding and minimum
ownership requirements.

The Company’s remuneration program is designed to ensure strong alignment between executive pay and
Company and individual performance by including both short-term and long-term incentives that motivate
executives to achieve our near-term goals and longer-term strategic objectives. The design of these programs is
guided by the following principles:

. Consider multiple factors in setting target levels of compensation, including an executive's role and
responsibilities, performance, experience, expertise and competitor compensation information

. Allocate total compensation among annual base salary, annual cash incentive and long-term incentive
awards so that it is heavily weighted towards performance-based pay

. Enable the attraction and retention of high caliber executive talent who will develop and successfully
implement our business strategy

. Include qualitative components and strong governance practices that mitigate risk and drive
appropriate behaviors

B.1.3. Pension or early retirement schemes for members, board and senior employees

The Company’s remuneration program does not include any supplementary pension or early retirement
schemes for its non-Executive Directors or its senior executives.
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B.1.4. Shareholder controllers, persons who exercise significant influence, the board or senior
executive material transactions

On September 12, 2018, XL Group Ltd (the “XL Group”) completed its previously announced merger with
Camelot Holdings Ltd. (“Merger Sub”), a wholly owned subsidiary of AXA SA (“AXA”). Pursuant to the Agreement
and Plan of Merger, dated as of March 5, 2018, by and among XL Group, Merger Sub and AXA (the “Merger
Agreement”), and the statutory merger agreement required in accordance with Section 105 of the Bermuda
Companies Act 1981, as amended (the “Companies Act”), by and among XL Group, Merger Sub and AXA, dated
as of September 12, 2018, Merger Sub merged with and into XL Group in accordance with the Companies Act
(the “Merger”), with XL Group continuing as the surviving corporation and as a wholly-owned subsidiary of AXA.

Pursuant to the Merger Agreement, at the effective time of the Merger (the “Effective Time”), each issued and
outstanding common share, par value $0.01 per common share, of XL Group (each, an “XL Group Share”) (other
than any XL Group Shares that are owned (i) by XL Group as treasury shares, (ii) by wholly owned subsidiaries of
XL Group or (iii) by AXA, Merger Sub or by wholly owned subsidiaries of AXA (with certain exceptions)), including
each outstanding restricted XL Group Share (unless otherwise agreed between AXA and the holder of the award),
were automatically cancelled and converted into the right to receive $57.60 in cash, without interest and subject
to any applicable tax withholdings (the “Merger Consideration”), funded with cash on hand from AXA.

At the Effective Time, unless otherwise agreed between AXA and the holder of an equity award, each outstanding
performance unit was deemed to have achieved the target level of performance and each outstanding restricted
share unit, restricted cash unit and performance unit award, each in respect of XL Group Shares, vested in full
and was cancelled and converted into the right to receive the Merger Consideration, without interest. At the
Effective Time, unless otherwise agreed between AXA and the holder of an equity award, each outstanding
option to purchase a XL Group Share (an “XL Group Stock Option”), whether vested or unvested, was cancelled
and converted into the right to receive a lump-sum amount in cash, without interest, equal to the excess, if any,
of (i) the Merger Consideration, over (ii) the per-share exercise price of such XL Group Stock Option. Payments
with respect to the foregoing equity awards will be made by XL Group, as the surviving corporation of the Merger,
in accordance with the Merger Agreement.

Effective September 26,2019, AXA Matrix Risk Consultants SA become a subsidiary of XL Insurance (UK) Holdings
Limited (99.9%).

On December 31, 2019, AXA US Holdings, Inc. became a subsidiary of XL Reinsurance America, Inc.

On December 31,2019, there were numerous changes in the group structure. AXA Corporate Solutions Assurance
and AXA Art Versicherung AG merged into XL Insurance Company SE (“XLICSE”) effective as of 31 December 2019,
with XLICSE as the surviving entity. The merger was approved by the relevant regulatory authorities including
the Central Bank of Ireland and the Irish High Court. XLICSE is a wholly owned subsidiary within AXA XL, providing
insurance within Europe and Asia and operating through an international network of branches, subsidiaries and
third-party partners. XLICSE assumed the entire business of ACS and AXA ART and became the insurer or
reinsurer of each policy previously underwritten.

Catlin Insurance Company Ltd., a Bermuda exempted Company registered as a Class 3A insurer under the
Insurance Act 1978, as amended and its related regulations the “Insurance Act”) and Green Holdings Limited
merged with XL Bermuda Ltd., with XL Bermuda Ltd. being the surviving Company of the merger in
accordance with Section 104H of the Bermuda Companies Act, effective as of December 31, 2019. The merger
was given a “no objection” by the BMA.

The Company is not aware of any other material transactions required to be disclosed for purposes of this
financial condition report.
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B.2. Fitness and Propriety Requirements

B.2.1. Fitand proper process in assessing the board and senior executive

AXA XL recognises that the legal entities within AXA XL that engage in (re)insurance business, such as the
Company, benefit from the fit and proper processes that are in place at the XL Group level. However, these
entities also have a responsibility to ensure that they have adequate risk management processes in place and
are therefore expected to implement fit and proper processes that meet the standards set out in this Fit and
Proper Policy in a proportionate manner and in accordance with applicable law or regulation.

Board of Directors: Fit and Proper Assessment

The process for assessing the skills and characteristics for new Board candidates, and for the Board as a whole
on an annual basis, will include consideration of the following criteria:

. Personal qualities and characteristics, including business judgement, integrity, high standards of
ethical conduct and distinction in their chosen fields of endeavour;

. Diversity of viewpoints, skills, experience and other demographics in the context of the needs of the
Board; and
. Such other attributes and external factors deemed appropriate.

Executive: Fit and Proper Assessment
The fit and proper assessment, of a person shall include:

. an assessment of that person's professional and formal qualification, knowledge and relevant
experience within the insurance sector, other financial sectors or other business and shall take into
account the respective duties allocated to that person and, where relevant, the insurance, financial,
accounting, actuarial and management skills of the person

. an assessment of that person's honesty and financial soundness based on evidence regarding their
character, personal behaviour and business conduct including any criminal, financial and supervisory
aspects relevant for the purposes of the assessment.

Additionally, the Company maintains a standard recruitment process to assist in the assessment of whether
candidates for executive positions are fit and proper. The recruitment process includes

(i) ensuring that job specifications adequately reflect the position being recruited and appropriately
identifies the necessary skills and qualifications required for the position,

(ii) contacting local recruitment agencies/executive search firms and establishing broad and informal
panels of agencies for particular areas of expertise to ensure that the most appropriate matching can
take place, and

(iii) undertaking, on an outsourced basis, a series of checks in relation to the candidate after the offer has
been communicated to them and the satisfactory completion of detailed relevant background checks.
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B.2.2. Board and senior executives' professional qualifications, skills, and expertise

Board of Directors
Simon Argent:

Mr Argent is Head of Financial Risk Management and Chief Risk Officer - Bermuda for AXA XL. Prior to that he held
the position of Senior Vice President, Head of Credit Risk Management for XL Catlin. He joined XL in 2004 and has
30+ years of insurance/reinsurance industry experience. Before joining XL, Mr Argent spent 12 years in senior risk
management, underwriting and account executive positions with Kingsway Financial Services and General
Reinsurance. Prior to this Mr Argent held underwriting positions with Progressive Casualty Insurance and Safeco
Insurance. Mr Argent is a Chartered Financial Analyst and holds an MBA from the Schulich School of Business in
Toronto along with professional designations from the Insurance Institutes of Canada and America.

Mark Twite:

In December 2019 Mr Twite was appointed Head of Strategic Business Finance for the AXA XL Division, covering
the thirty Underwriting units within the Insurance and Reinsurance Segments, while maintaining his role as
Head of Assumed Reinsurance Finance. In January 2017 Mr Twite was appointed as Head of Assumed
Reinsurance Finance covering all the regions within the Reinsurance Segment. Prior to this appointment Mr
Twite undertook a number of roles within the AXA XL Group. In December 2015 Mr Twite was appointed Chief
Financial Officer of Catlin Insurance Company Ltd while continuing to hold his previous roles. In November 2014
Mark was appointed President of XL Life Ltd while continuing to hold his Chief Financial officer roles within XL
Re Ltd and XL Re America Inc. In June 2013 Mr Twite was appointed Chief Financial Officer of XL Re America Inc.,
while continuing to undertake the role of Chief Financial Officer of XL Re Ltd. From 2009 to June 2013 Mr Twite
was responsible for the financial operations of both XL Re Latin America and XL Re Ltd holding a Financial Officer
role for both entities. Prior to 2009, he was the Financial Controller of XL Re Ltd. Prior to joining XL; Mr Twite was
the Financial Controller of Liberty Syndicates (the Lloyd’s of London operation of the Liberty Mutual Group). Mr
Twite is a fellow of the Institute of Chartered Accountants in England and Wales and qualified from Deloitte &
Touche in 1998 while working in their London Insurance practice.

Mr Twite holds a B.S. in Economics from the London school of Economics (LSE). He has 27 years of experience
working in the (Re)Insurance industry, including over 15 years with AXA XL (XL).

Mary Hayward:

Ms Hayward was appointed AXA XL CIO effective January 2019 and leads the Investment team responsible for
managing the global asset holdings of AXA XL in line with the Group’s investment policy and risk authorities. She
and her team are responsible for developing a strategic asset allocation that aligns to achieving a desired
economic return versus profile of underlying liabilities and risk tolerance of the Division and its underlying Legal
Entities. The team is also responsible for implementing investment strategies, influencing tactical positioning,
and selection of investment managers with on-going accountability for oversight, compliance and performance
of the total portfolio

Ms Hayward is an AXA XL Partner, the extended leadership community within AXA XL, a member of the AXA XL
Investment and ALM Committee, Bermuda Pension Committee and serves as a Director on several of the
Bermuda Legal entities, including the XL Charitable Foundation.
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Prior to her appointment to ClO, Ms Hayward has held numerous portfolio management positions and
leadership positions within the Investment team since joining XL in 2001. Her experiences before XL included:
Portfolio Manager overseeing GBP Fixed Income assets at Shell Trust (Bermuda) Ltd, from 1997 to 2001; Private
Banking Portfolio Manager overseeing High Net Worth Clients at the Bank of Bermuda Ltd from 1990 to 1996 and
Associated Bank, NA from 1983-1989.

Mary earned a BBA from the University of Wisconsin and is a CFA Charter holder.
Senior Executive

For Mark Twite and Mary Hayward see above.

Carla Whitehurst:

Ms Whitehurst is an attorney licensed to practice law in Bermuda, Maryland, and Jamaica. She has over 19 years
of experience as in-house counsel at (re)insurance companies in Bermuda. She currently is SVP, Head of Legal,
Insurance and Reinsurance at AXA XL Bermuda offices, having been with the Company since 2015. Prior to that
she was at Markel Bermuda Ltd for 10 years as VP Senior Legal Counsel, and before that she worked at Oil
Insurance Limited and also at Commercial Risk Reinsurance. Her broad experience ranges from insurance and
reinsurance law, claims supervision, corporate board administration, to general Company law. She has also
been active in a number of local Bermuda initiatives for the youth, including serving on the Board of Trustees of
the Bermuda Foundation for Insurance Studies and providing reading Mentorship for YouthNet as well as The
Reading Clinic. Ms Whitehurst holds a Bachelor of Science degree in Chemistry from Howard University in
Washington DC, and a Juris Doctorate degree from the University of Maryland School of Law, Maryland.

Leila Madeiros:

Ms. Madeiros is Head of Compliance and Regulatory Affairs-Bermuda, and Compliance Officer and Money
Laundering Officer for XL Life Ltd. She joined AXA XL in April, 2018. She has more than 30 years of experience in
the (re)insurance industry. Prior to joining AXA XL, Ms. Madeiros was the Senior Vice President, Deputy Director
and Corporate Secretary of the Association of Bermuda Insurers and Reinsurers (ABIR). She also served on the
staff of the Bermuda Monetary Authority (BMA) as the Deputy Director of Policy, Research and Communications
directing the formulation and dissemination of appropriate policies, strategies and information for the BMA.
Madeiros also served in various capacities as a Bermuda insurance regulator with the Registrar of Companies
Department (prior to 2002, the agency charged with insurance supervision). Ms. Madeiros developed her
insurance expertise working at Heddington Insurance Limited in Hamilton and London before becoming an
insurance regulator.

B.3. Risk Management and Solvency Self-Assessment

B.3.1. Risk management process and procedures to effectively identify, measure, manage and
report on risk exposures

The Company faces strategic, financial and operational risks related to, among others: underwriting activities,
financial reporting, changing macroeconomic conditions, investment, reserving, changes in laws or regulations,
information systems, business interruption and fraud. An enterprise view of risk is required to identify and
manage the consequences of these common risks and risk drivers on our profitability, capital strength and
liquidity which is managed by the Risk Management (RM) function who implement the Risk Management
Framework (“RMF”).
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The Company RMF which is reviewed and approved by the Board, at least annually. The RMF would be reviewed
more regularly if the Company was subject to a major change in regulatory requirements, strategy or
organisational structure. The aim of the RMF is to:

. Support business objectives and strategy;

. Provide management information to facilitate the identification and understanding of material risks
including related mitigants;

. Contribute to the Company's overall internal control framework by helping to manage the inherent
complexity within the business; and

o Support regulatory risk management requirements.

The Board meets regularly and oversees the implementation and embedding of the RMF and monitoring of
Company performance against risk appetite. The Board also has responsibility for capital monitoring. The Board
ensures that material and emerging risks are identified and reported and that appropriate arrangements are in
place to manage and mitigate those risks effectively. The Company's stress testing framework and outputs are
reviewed by the Board and support understanding of the risk profile.

AXA XL division is required by AXA Group to comply with AXA policies and standards. The key changes that
resulted from adopting those policies and aligning risk management approaches are introduction of risk
management second opinions, introduction of internal control framework and risk appetite framework.

Risk Management Second Opinions

The AXA standards require Risk Management to provide formal "2nd Opinions" in certain key areas of risk to
ensure that the viewpoint of risk is formally documented within any related concerns and mitigation plans. The
"2nd Opinions" are provided by risk management "Centres of Excellence" at the divisional level and cover the
following areas:

. New products and loss-making portfolios
. Reserves

. New investments and changes to the SAA
. Strategic business plan

. Reinsurance programme

. Major projects

Internal Control Framework

AXA XL division is implementing an internal control framework across 22 macro processes with the programme
rolling out through to 2021. The implementation is designed to focus initially at the divisional level to reflect the
transversal or centralised nature of many processes or control activities, with a second phase focusing on the
legal entity level controls. Within the first phase controls are being documented and testing is undertaken across
key legal entities so that the entities could benefit from the process.
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Risk Appetite Framework (RAF)

The Company's RAF is a key dimension of the risk management strategy, and mirrors the AXA Group RAF. The
RAF distinguishes between 'Risk Appetite Statements' which apply to multiple risk types, and 'Risk Appetite
Exposures' which apply to single risk types. In addition, there exists the potential for additional 'Risk Indicators'
which are not explicitly specified in the scope of the RAF, but are identified as required by the Company. The RAF
is used to provide governance for setting new monitoring requirements, as well as reviewing and updating
existing risk appetite statements, tolerances and limits, so that these are aligned with business and risk
management strategies. The Company's RAF focuses on regulatory capital at risk, tolerances to risks from
material individual events (e.g. natural catastrophes (NAT CAT), RDS that cross multiple lines of business etc.),
liquidity standards, tolerance to specific investment related risks and operational risk. The Board approved risk
appetites and risk tolerances were reviewed during the 2020 business planning process and it was determined
that all statements and tolerances were appropriate to allow the Company to execute the 2020 business plan.

The risk management strategy and risk appetite frameworks are supported by the following:

. Risk Governance - a clear and cost effective organisational structure for risk management, including
clear roles and responsibilities. The Company operates a ‘Three Lines of Defence’ governance
structure, at a functional level as well as a management committee level.

. Risk Policies and Standards - AXA recognises the importance and value of a consistent approach to
governance, supported by an effective risk management framework. The (36) AXA Group Standards
form part of this overall risk management framework, including Compliance, Internal Audit, Internal
Control and Risk Management. AXA Group Standards have specifically identified Divisional, and
Company, standard owners. In addition to the Company adopting the Divisional Solvency Il Policies,
legal entities are also expected to ensure compliance with the AXA Group Standards. The policies
document the Company's approach to the management of each category of risk to which the Company

is exposed.

. Risk Definition and Categorisation - provides a common taxonomy and language for risk to allow for
categorisation of all risks in a way which facilitates links between the business and risk management
processes.

. Risk Cycle and Processes - the approach taken to top down, bottom up and process led - risk

identification, quantification and management and control.

. Risk Management Information and Reporting, including Commercial Insurer Solvency Self-
Assessment (""CISSA") production - ensuring timely and accurate information is reviewed in line with
the governance structure.

. Risk-Based Decision Making - the results of the CISSA and the insights gained in the CISSA process are
taken into account for a range of business decisions.

. Skills, Resources and Risk Culture; Organisational Learning; Change Management Governance -
all enable a mature risk culture throughout the Company.

Risk Management Strategy
The risk management strategy is overseen by the Board and supports the delivery of the overall business

strategy. To support the Board, the RM function oversees more detailed risk management activity and the Board
approved risk appetites.
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The risk management strategy is to ensure that risk is considered alongside reward in setting the Company's
strategic and business objectives. The strategy is articulated in the RMF and risk policies and is achieved by
incorporating risk processes, information and decisions in the day to day running of the business.

The Company's strategy involves taking on risk in order to generate return. Risks are selected and controlled or
traded off through the risk strategy that focuses on:

. Retaining risk within an approved risk appetite that is consistent with our strategic objectives, with
appropriate levels of capital held by the Company;

. Adiversified portfolio of underwriting and financial markets risks;

. Managing excessive aggregation risk via a limit framework;

. Exercising consistency and transparency of risk management and control across the Company;

. Risk mitigation on key underwriting and financial market risks to protect capital from the impact of

extreme events; and
. Risk reporting to the Board and other stakeholders (e.g. regulators).
Risk Reporting

Arisk dashboard is presented on a regular basis to the Board. The dashboard measures the status against risk
appetite statements and the associated monitoring triggers and limits using the latest output from the business
and the Bermuda Solvency Capital Requirement ('BSCR'). The dashboard includes information related to the
monitoring against all of the Company's material risk categories. Highlights from the dashboard including
performance against appetite and limits are reported to the Board.

B.3.2. Risk management and solvency self-assessment systems implementation

The Company's CISSA process includes all of the material risks, processes and procedures employed to identify,
assess, monitor, manage, and report the short and long term risks the Company faces or may face and to
determine the own funds necessary to ensure that the Company's overall solvency needs are met at all times.

The Regulatory Capital Requirement is derived using the Bermuda Solvency Capital Requirement ('BSCR’)
standard formula. The results are presented to the Board to provide richer insights on risk exposures, and to
inform and drive risk and capital based decision making.

The processes for the CISSA and production of the CISSA Report are tailored to fit into the Company's
organisational structures in a proportionate manner with techniques to assess the overall solvency needs and
taking into consideration the nature, scale and complexity of the risks inherent to the business.

The risk management cycle is set for key aspects of the risk management process that are deemed to be part of
the CISSA process and that will support the production of the Company's CISSA Report. The CISSA process
includes procedures that enable the Company to monitor its compliance with its risk appetites, risk limits,
economic capital and also regulatory capital requirements whilst taking into account potential future changes
in the risk profile and considering stressed situations.
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B.3.3. Relationship between the solvency self- assessment, solvency needs, and capital and risk
management

The Company's RMF is designed to be comprehensive and to provide a sound basis for the set of risk appetites,
and the capacity to identify, manage and report on key risks facing the Company on a timely basis. From this,
we can see that the Company’s risk profile is consistent with its Board approved limit and risk appetite
framework.

The Company uses the Bermuda Solvency Capital Requirement ("BSCR") to calculate the required CISSA capital
to support its business plans on the basis of risks facing the business.

B.3.4. Solvency self-assessment approval process

An overview of the minimum roles and responsibilities required for the CISSA process and the CISSA Report are
set out below.

BOARD
With respect to the responsibilities relating to RM, the Board:

. Oversees RM activities, including the risk management framework employed by management. With
respect to the overall risk management framework, the Company's Board (i) reviews the methodology
for establishing our overall risk capacity; (ii) reviews the policies for the establishment of risk limit
frameworks, and adherence to such limits; and (iii) reviews and approves Company risk limits.

. Oversees our compliance with any significant enterprise risk limits, authorities and policies. The Board
evaluates what actions to take with respect to such limits, authorities and policies, and approves any
exceptions thereto from time to time as necessary.

. Reviews our overall risk profile and monitors key risks to the Company.

. Monitors our risk management performance and obtains reasonable assurance from management
that our risk management policies are effective and are being adhered to.

The review of our overall risk appetites and the evaluation of the risk impact of any material strategic decision
being contemplated, including consideration of whether such strategic decision is within the risk profile
established by us, is conducted by the Board. "Risk Appetites," as referred to above, are broad statements used
to guide our risk and reward preferences over time, all consistent with, among other factors, business prudence,
market opportunities, the underwriting pricing cycle and investment climate. Risk appetites are regularly
monitored and can change over time in light of the above.

The Board shall, as appropriate, be briefed on the outcomes of key elements of the CISSA process and shall:
. Review and challenge outputs of CISSA process.

. Review and challenge the overall annual CISSA report .
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CISSA PROCESS OWNERS

. The CISSA is made up of a number of different processes and each of these processes has an owner.
These process owners are responsible for providing the information to support the undertaking of the
CISSA.

. Key CISSA process owners are detailed below:

CISSA Process Owner

Risk Budget (and related stress tests) Risk Management function

Standard Formula Calculations Head of Life Reinsurance Operations

Own Funds Calculations Head of Life Reinsurance Finance

Technical Provisions Calculations (where appropriate) Head of Life Reinsurance Operations

IAnnual Risk Assessment (Risk Register) Risk Management function

Business Planning Head of Life Reinsurance Finance

Emerging Risks Process Risk Management function

B.4. Internal Controls

B.4.1. Internal Control System

AXA XL's Internal Financial Control (IFC) Program is committed to promoting a robust internal financial control
framework for the AXA XL legal entity Audit Committees, and executive management to rely on for financial and
regulatory reporting purposes

The IFC’s core strategic objectives include:

. Conducting an effective and efficient assessment of the design and operating effectiveness of internal
controls over financial reporting;

. Identifying areas in which the inherent risk of financial misstatement is high so that management can
address these risks before they manifest themselves in an actual misstatement;

. Providing executive management, the Company's Board and AXA Group reasonable assurance over
AXA XL's financial reporting processes; and

. Adding value by helping management promote a robust control environment.

The IFC team performs an annual assessment of the control framework which includes: risk identification, risk
assessment and planning, documenting business processes, evaluation and validation of key risks and controls,
and issue management.

B.4.2. Compliance function

The Compliance function is responsible for advising the entity’s management and board on compliance with
applicable laws, regulations and administrative provisions adopted in accordance with the Insurance Act 1978
and other local laws and regulations, and on the impact of changes in the legal and regulatory environment
applicable to the Company’s operations. The function provides expertise, advice and support to various
departments of the Company to assess situations and compliance matters, analyse compliance risk and
contribute to design solutions to mitigate those risks to which the Company is exposed.

XL Life Ltd FCR 2019 Page 19/42



The Head of Compliance has dual reporting lines to the Chief Compliance Officer & Head of Government &
Regulatory Affairs of North America who reports to AXA XL’s General Counsel and secondly, the Managing
Director, Chief Executive Officer Insurance Bermuda.

The compliance function manages a wide range of compliance related matters including (i) regular reporting on
significant compliance and regulatory matters to senior management and to regulators, (ii) financial crime
matters (which include anti-corruption, anti-bribery, anti-money laundering programs as well as international
sanctions/embargo compliance), (iii) data privacy, (iv) employee Compliance & Ethics Guide, (v) the monitoring
of compliance and regulatory risks.

The compliance function undertakes an annual Compliance Risk Assessment to identify the most significant
compliance risks to which the business is exposed. Based on this assessment, an Annual Compliance Plan is
developed at the end of each year for the following year.

The compliance activities within the Company are articulated around a number of Group Standards and Policies
which set the minimum requirements expected to be covered by the Company. The AXA XL Code of Conduct (the
Code) contains standards and policies on significant risks affecting the compliance activities as well as the high-
level control and monitoring principles to which the Company must adhere. Both the standards and policies
contained in the Code (e.g. Compliance Governance, Anti-Money Laundering, Sanctions, Anti-Bribery, etc.) are
mandatory. In addition, the compliance function has adapted the AXA XL requirements and developed local
policies to align with the relevant laws and regulations in the jurisdiction in which the Company operates and
conducts business. These local policies are reviewed on a regular basis with recommendations being made for
adoption to the Company’s Board.

On a regular basis, the compliance function reports directly to the Audit Committee, on significant compliance
matters. These include major regulatory changes that have compliance implications, results of the Compliance
Risk Assessment, the Annual Compliance Plan, outstanding Compliance Support and Development Program
(CSDP) remediation plans and any other significant issues that require escalation.

B.5. Internal Audit function

XL Life Ltd is a subsidiary of XL Bermuda Ltd, and is part of the quarterly AXA XL Internal Audit update and annual
Audit Plan presented to the XL Bermuda Ltd Audit Committee. The Company is part of the Audit Universe of the
AXA XL Internal Audit function which reports to the AXA XL Chief Audit Executive. The AXA XL Chief Audit Executive
has a direct and unfettered reporting line to the XL Bermuda Ltd Audit Committee Chairman. The Chief Audit
Executive for AXA XL functionally reports through to the AXA Group Head of Audit who reports to the AXA Group
Audit Committee Chairman. The relevant audit plan and reports are reported to the members of the Company
management and Senior Executives.

Internal Audit exists to help the Board and Executive Management protect the assets, reputation and
sustainability of the organisation by providing an independent and objective assurance activity designed to add
value and improve the organisation’s operations. It helps the organisation meet its objectives by bringing a
systematic, disciplined approach to challenge Executive Management and evaluate the effectiveness of risk
management, control and governance processes.

The internal audit function has an audit charter to document its mission, independence, scope, accountabilities,
responsibilities, authorities and standards. The charter is approved by the XL Bermuda Ltd Audit Committee
each year.

Internal Audit annually sets up an internal audit plan of work, based on an assessment of both the inherent risk
and the adequacy of controls. Its performance is formally monitored and reported to the XL Bermuda Ltd Audit
Committee.
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Over the audit cycle, all applicable Common Audit Universe categories for each entity are expected to be
audited. Any exceptions identified are notified to the XL Bermuda Ltd Audit Committee for ratification.
Areportisissued at the conclusion of each audit assignment to the relevant senior management. The results of
the audits and resolution status of internal audit issues are presented to the XL Bermuda Ltd Audit Committee
and Executive Management on a regular basis.

B.6. Actuarial function

The Actuarial Function (the "Actuarial Function") assists the Board with its oversight responsibilities.

B.6.1. Regulatory Compliance

The Actuarial Function operates in accordance with applicable Bermuda regulation.

B.6.2. Roles and Structure

AXA XL's Loss Reserve Specialist and the Actuarial Function which advises the AXA XL Board are established
internally, as opposed to being outsourced to third-party service providers, and is embedded in the AXA XL's
corporate governance framework. AXA XL is committed to maintaining an effective Actuarial Function to ensure
that the business is conducted in an appropriate and reasonable manner within the AXA XL division.

The Actuarial Function is split into two core functions: Actuarial Reserving/ Financial Reporting which is
responsible for loss reserving and reporting and Pricing and Analytics which is responsible for pricing.

The responsibilities of the Actuarial Function are shared by a number of key individuals who are supported by
their respective teams. These teams are of sufficient size, and consist of suitably qualified and experienced
people that meet the Group’s minimum fitness and proper employment criteria. The teams are structured with
varying lines of defenses to facilitate effective peer review and independent challenge.

Certain responsibilities of the Actuarial Function for the Company, including the role of Approved Actuary, are

outsourced to Willis Towers Watson. Additionally, technical actuarial calculations are outsourced to GreyCastle
Services Ltd.

B.6.3. Reports of the Actuarial Function to the Board and Regulators

On an annual basis, the Approved Actuary submits an Actuarial Opinion to the Board in respect of the Best
Estimate technical provisions.

B.6.4. Actuarial Function Responsibilities

The Actuarial Function is involved in many of the key processes across the business and provides technical
expertise and assurance over the methods used. The key processes in respect of XL Life Ltd are listed below.

Responsibilities outsourced to Willis Towers Watson:

. Estimating the gross and net technical provisions;
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Ensuring the appropriateness of the methodologies and underlying models used as well as the
assumptions made in the calculation of technical provisions and explaining any material effect of
change of data, methodologies or assumptions between valuation dates on the amount of technical
provisions;

Assessing the sufficiency and quality of the data used in the calculation of technical provisions and
where relevant providing recommendations on internal procedures to improve data quality;

Informing the Board on the reliability and adequacy of the calculation of technical provisions;
overseeing the calculation of technical provisions; and

Comparing best estimates against experience, i.e. performing analysis comparing the estimated
policyholder obligations against actual policyholder obligations paid.

Additional responsibilities relating to risk management:

Assisting in the execution of the risk management framework and ensuring effective governance
framework around the review and validation of loss reserves (including technical provisions),
policyholder obligations and potential exposures.

Setting and maintaining actuarial standards to be applied across the business, ensuring that the
actuarial methods and techniques are compliant with all the appropriate Group and local regulatory
requirements.

Additional responsibilities relating to capital modelling:

B.7.
B.7.1.

The Actuarial Function has an additional responsibility in contributing to the effective implementation
of the risk management system, in particular with respect to offering insights related to the risk
modelling underlying the calculation of the capital requirements.

Outsourcing

Outsourcing policy and key functions that have been outsourced

The Company's approach to outsourcing applies to all AXA XL material outsourcing arrangements. There are
specific materiality thresholds for critical or important activities such as the following:

Arrangements with an individual vendor covering IT or Non-IT business services to the value of >=$1m
annually and/or triggering certain qualitative criticality criteria (such as being a core activity for AXA
XL)

All delegated underwriting arrangements validated by the Delegated Governance Committees
(“DGCs”) that meet the agreed criticality criteria and are reported as such to the Umbrella Outsourcing
Committee.

All delegated claims handling arrangements validated by the Delegated Governance Committees
(“DGCs”) that exceed $10m as outstanding claims reserves under management and are reported as
such to the Umbrella Outsourcing Committee.

AllIntra-Group arrangements in place for Services and resources provided to AXA XL entities within the
AXA Group by other AXA Entities that meet the agreed criticality criteria and are reported as such to the
Umbrella Outsourcing Committee.

Other ad hoc outsourcing arrangements that the Umbrella Outsourcing Committee may consider as
being material to AXA XL for any financial, operational or reputational reasons.
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This applies to all material outsourcing to third parties carried out by AXA XL and its subsidiaries and is designed
to establish a framework for the oversight and management of outsourcing risk at Group level, as well as the
oversight of specific outsourcing arrangements.

The Outsourcing Process for all Material Outsourcing Arrangements consists of the steps below:

Due Diligence - A thorough review of the service provider is to be performed using the services of IT, Legal and
Compliance, Finance, Business Continuity Management, Risk Management and external experts when
appropriate

Contracting and Negotiations - All material outsourcing agreements must be undertaken using a written,
legally binding agreement approved by Legal and Compliance in accordance with agreed minimum standards;

Regulatory Notification - Ensure any prior notification required to relevant regulatory supervisory body is
made;

Performance Monitoring - Ensure procedures to monitor the service provider's performance and risk are put
in place; and

Exit Phase - Ensure all necessary exit strategies and business continuity plans are in place, relevant information
exchanges is returned or destroyed, service provider access is ceased; and in the case of early termination, if any
claims or penalties against the service provider arise.

In 2019, the most significant activities outsourced to external service providers, and the main locations of such
providers, relate primarily to: (i) Accounting and actuarial processing (UK); ii) Actuarial reserving (UK).

B.7.2. Material intra-Group outsourcing

Services and resources are provided to entities within the Group by other Group companies, primarily through
service companies. Formal service level authority agreements exist for services provided by these companies to
other entities within the Group.

Outside of the intra-group service provision framework outlined above, additional agreements may be in place
for further specific functions provided by an AXA XL Company and another entity within the Group. For example,
XL Group Investments Ltd (“XLGIL”) provides investment management services to other entities within the AXA
XL. These can be summarised as follows:

. Advising on investment strategy;

. Appointing investment managers;

o Providing investment reporting; and
. Setting benchmarks.

In 2019, the main activities which XL Life Ltd outsourced internally relate primarily to: (i) investment services as
outlined above (US); ii) accounting transactional services (India); iii) Human Resources (Bermuda).
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B.8. Other material information

Effective September 12,2018, XL Group completed its previously announced merger with Camelot Holdings Ltd.,
a wholly owned subsidiary of AXA SA. Completion of the transaction introduced new risks relating to integration
of the two companies (for example, commonality of systems will influence the complexity of system integration
or data migration). A steering committee of senior colleagues representing both companies was established to
provide governance and oversee integration, which involved a number of workstreams to ensure both
integration and ongoing operational activities were effectively managed and maintained.

For the year ended December 31, 2019, there is no other material information regarding Governance Structure
required to be disclosed for purposes of this Financial Condition Report.

C. Risk Profile

C.1. Material risks the insurer is exposed to during the period

C.1.1. Underwriting risk

Insurance Risk

In December 2015 the Company entered into an agreement to reinsure a block of US term life treaties with a
subsidiary of Reinsurance Group of America (“RGA”). The transaction includes the majority of US term life
reinsurance policy reserves and ceded approximately 80% of the Company’s life reinsurance premiums, thereby
removing the vast majority of risk associated with the remaining run-off life exposures. XL Life Ltd retains the

risk of the business that is not retroceded. The retained risks are mortality and lapse.

C.1.2. Marketrisk

Market risk represents the potential for loss due to adverse changes in the fair value of financial and other
instruments. The Company is principally exposed to the following market risks:

Component Definition

Financial loss or volatility of profits due to the combined sensitivity of the
economic value of the investment portfolio and (re)insurance liability cash
flows and debt securities issued to changes in the level or volatility of
benchmark interest rates and spreads.

Interest rate and spread risk

Financial loss or volatility of profits due to the increased sensitivity of the
market value of the investment portfolio to other risks specifically due to
concentrations of investments such as in specific geographical region,
industry or Company.

Market risk concentrations

Financial loss due to volatility in the value of the Company’s assets

Foreign exchange risk following changes in currency exchange rates.

Financial loss or volatility of profits due to the sensitivity of the value of the
Equity price risk investment portfolio to changes in the level or in the volatility of market
prices of equities.
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The Company identifies market risk through the following processes:

Process

Definition

Business planning

As part of the annual planning process, a review is undertaken of the nature
of assets required to support the business plan and the expected liabilities.

allocations

Investment decisions and asset

The AXA XL Investment Portfolio Guidelines, Authorities and Monitoring
Framework, which applies to the Company, sets ranges for tactical
deviation from the benchmark and is reviewed annually.

Risk assessment and processes

The risk assessment process assists in identifying if there are any changes
to market risks already identified in the previous assessment.

C.1.3. Creditrisk

Credit risk is defined as the risk of loss due to an unexpected default, or deterioration in the credit standing of
the counterparties and debtors or uncertainty of an obligator’s continued ability to make timely payments in
accordance with the contractual terms of the instrument.

The Company is exposed to reinsurance credit risk through the retrocession to RGA. Please see sections C2 and

C3 for more details.

Credit risk through the risk framework is categorised by the following:

Component

Description

Reinsurance counterparty Risk

Risk of losses due to the default of a reinsurer or a deterioration of its credit
worthiness.

Investment counterparty Risk

Counterparty default risk is the risk of possible losses due to the
unexpected default, or deterioration in the credit standing of investment
counterparties.

The Company identifies credit risk through the following processes:

Process

Description

Business planning

Analysis is undertaken of the credit risk exposures, loss experience and
changes to the external environment (including market cycle and
economic environment) to identify any changes to the credit risk profile for
the forthcoming period of the business plan.

Underwriting

Each individual contract written is assessed by an underwriting process
(which is subject to granular underwriting guidelines and escalation
authorities) for the nature and level of credit risk that it brings to the
business including consideration of the exposure by nature of the limit, the
risks insured, the location of the risks and other underwriting criteria.
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Process

Description

Risk assessment and processes

Through the risk assessment processes, the Company quantifies existing
risks and also identifies new risks.

Emerging risks

The AXA XL operates an emerging risks identification process. This
assessment identifies key external factor changes that may give rise to
credit risk issues. The process also evaluates potential opportunities that]

might arise from these emerging risks.

C.1.4. Liquidity risk

Liquidity risk is defined as the inability to meet cash and collateral posting obligations when they come due.
Liquidity risk arises from three principal areas: operating, financing and investing cash flows. The RMF addresses
how the Company manages liquidity both under a normal and a stressed environment.

The Company identifies liquidity risk through the following processes:

Process

Description

Stress testing

Stressing known and forecasted liquidity positions, downgrade triggers,
collateral demands and cash flows.

Treasury

Treasury has responsibility to identify and monitor concentration risk of
cash at banks, along with funding requirements.

Risk assessment and processes

Through the risk assessment processes, the Company quantifies existing
risks and also identifies new risks.

C.1.5. Operationalrisk

The Company defines operational risk as the risk of loss, resulting from inadequate or failed internal controls
and / or processes, or from people and systems, or from external events. In line with business objectives, the
Company does not take on operational risk with a view to achieving enhanced return. Rather, it accepts
operational risk as a consequence of writing (re)insurance business and having operations to support the writing

of that business.
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Operational risk is identified through the following processes:

Process

Description

IAnnual risk assessment

A risk register is maintained of the material risks faced by the Company. On
an annual basis an assessment is performed on the risks on the risk
register.

Consultation regarding
regulations

new

When the regulatory authorities announce potential changes to the
regulatory environment (such as new rules and regulations) the Legal and
Compliance team is responsible for reviewing the proposed changes and
for highlighting any increase in regulatory risk that might arise.

When new financial reporting regulations are announced, the CFO is
responsible for reviewing the proposed changes and for highlighting any
increase in regulatory risk that might arise.

Business planning

Any changes to the operational risk environment that arise as a result of]
the business planning (such as entry into new territories) must be
identified and accounted for during the planning process.

Ongoing operations

Function heads and Risk Owners are responsible for identifying any new
(or changed) risks during the normal course of business, and notifying the
Policy Owners so any required changes to the risk register can be
implemented.

Emerging risks

The Company benefits from an emerging risks identification process which
captures emerging risks. This assessment identifies key external factor
changes that may give rise to operational risk issues.

Internal loss data

The Company collects data relating to operational risk losses and near
misses on a quarterly basis. The data collected is used, among other things,
to track incidents, identify key risk indicators and to validate and challenge
operational risk quantification.

External loss data

The Company purchases historical loss data from an external provider,
Large events from this database are used to identify new emerging risks.

C.1.6. Other materialrisks

Strategic Risk

A strategic risk is the risk that a negative impact (current or prospective) on earnings or capital, material at the
Divisional level, arises from a lack of responsiveness to industry changes or adverse business decisions

regarding:

. Significant changes in footprint, including through mergers and acquisitions;

. Product offering and client segmentation;

o Distribution model (channel mix including alliances/partnerships, multi-access and digital

distribution).
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Given the nature of strategic risks, there is no capital charge assessment but rather a strong strategic RMF in
place in order to assess, anticipate and mitigate these risks.

Group Risk

Group risk is the risk arising as a result of belonging to the AXA Group including areas such as capital support,
reinsurance arrangements and reputational issues affecting the Group that could indirectly affect the business.

Asset Liability Matching Risk

Asset Liability Matching (“ALM”) risk - arises directly from a mismatch between assets and liabilities due to
changes in rates and spreads, equity and other non-fixed income markets/asset classes and credit risks,
liquidity, foreign exchange and also from events affecting both asset and liability values.

Reputational Risk

Reputation risk is the risk that an event will negatively influence the stakeholders’ perceptions of the Company.
AXA XL maintains a Reputational Risk Framework which encompasses a set of planned actions and policies
established, while reputation problems are still latent, to reduce the probability and/or the expected costs of
latent reputation problems becoming actual.

Emerging Risk

Emerging risks are risks which may develop or which already exist that are difficult to quantify and may have a
high loss potential. To assess the impact of emerging risks at AXA XL, the Emerging Risks Committee as well as
Emerging Risks Task Force are tasked with identifying, analysing, prioritising, quantifying, monitoring and
reporting on emerging risks that could have an impact on our existing and future product offerings and business
operations. The Emerging Risks Committee and Task Force work together to undertake both strategic and risk
management processes, assisting in identifying potential opportunities in the market and providing thought
leadership around emerging risk issues to optimise underwriting and strategic decisions. The views and findings
of the emerging risks team feed into the capital model.

Climate Change

As part of AXA, and AXA XL Division, the Company benefits from being part of widely supported climate change
initiatives. Since becoming part of AXA, and aligning with AXA strategy, the AXA XL Division and entities within
the Division, have adopted AXA’s Corporate Social Responsibility Policy. As a result, business written has been
adjusted to account for an underwriting approach that restricts coverage for risks relating to Coal and Oil-sands
related assets, and arctic drilling .

Climate risks is a key area of risk consideration. There is a cross functional working group which includes
Company representation, that meets on a regular basis to discuss climate risk and the associated action plans.
Activities within the working group have included development of stress tests around climate risks and the
consideration of future climate risk appetites.

Climate risks are considered in the context of:

. Physical risks: These are the first-order risks which arise from weather-related events, such as floods
and storms. They comprise impacts directly resulting from such events, such as damage to property,
and those that may arise indirectly through subsequent events, such as disruption of global supply
chains or resource scarcity.
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. Transition risks: These financial risks which could arise from the transition to a lower-carbon economy.
This can include the potential impacts on the liability side resulting from reductions in insurance
premiums in carbon-intensive sectors such as motor.

. Liability risks: These are risks that could arise from parties who have suffered loss and damage from
climate change, and then seek to recover losses from others who they believe may have been
responsible. Where such claims are successful, those parties against whom the claims are made may
seek to pass on some or all the cost to insurance firms under third-party liability contracts such as
professional indemnity (PI) or directors’ and officers’ (D&O) insurance.

To understand these risks within the Division, a number of workshops have been held with the underwriters, a
review of wordings was undertaken and an analysis of prior claims events performed, as well as a review of
external data. The Company have used these to identify a set of “candidate stress tests”. Furthermore, our
operational resilience work considers the potential impact of climate change in terms of its impact on our office
locations.

Controls in relation to these risks are documented in the applicable risk policies where relevant

C.2. Risk mitigation in the organisation
Market Risk

Strategic Asset Allocation

The Strategic Asset Allocation (SAA) process at AXA XL Division level establishes a benchmark that is constructed
to maximise enterprise value, subject to various considerations and constraints. It is subject to the risk
tolerances recommended by management and is approved at least every 3 years by the Company's Board.

. Authorities Framework [ Risk Appetite Framework. As part of the implementation of AXA XL's SAA
Benchmark, a comprehensive framework of Investment Authorities are employed at AXA XL Division
level. The objective of the Authorities Framework is to ensure that the risk profile of the investment
portfolio is consistent with AXA XL's risk tolerance and liabilities in conjunction with the Divisional Risk
Appetite Framework. The Authorities Framework controls active or tactical deviations from the SAA
Benchmark. As the magnitude of these deviations increases or the resulting impact on the risk profile
of the investment portfolio reaches certain predetermined thresholds, additional levels of authority
and approval are required. The Company has a corresponding set of Risk Appetite Framework limits
which is aligned with AXA XL Division and local constraints.

The Investment Risk Management Policy and Company Risk Appetite Framework market risk limits address the
key market risk factors and are commensurate with the volume and complexity of activity undertaken by the
Company.

. Service Level Agreements. Service level agreements are in place between XLGIL and the Company.
These include guidance on type of investments and the average weighted credit ratings of the portfolio
that can be made on behalf of the Company. Adherence to policies and limits are monitored and signed
off on a regular basis and subject to monitoring and reporting to the Company's Board as described
below.
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Currency risk mitigation

The remaining insurance liabilities are wholly USD denominated and the vast majority of the Company’s
investment portfolio is also in USD denominated assets. Therefore, foreign exchange (FX) risk exposure is
immaterial.

Credit risk
Credit risk is managed through:

. Credit risk framework - Credit risk arising from credit sensitive underwriting activities is managed via
the underwriting limit framework. Credit risk in the investment portfolio is managed through various
frameworks applied at AXA XL and the Company including Authorities & Guidelines, Fixed Income
Concentration, Sovereign Risk Appetite, and Country of Risk. These address the credit quality of
obligors and counterparties, diversification, exposure vs limits by rating, term and seniority, and
quantitatively evaluate credit risk following a robust Credit VaR methodology. FRM Internal Credit
Ratings (ICR) have been developed by taking into account the Group Credit Team (GCT) Internal Rating
to decrease the dependency toward the 3 main Rating Agencies. Exposure to credit spreads primarily
relates to market value and cash flow variability associated with changes to credit spreads. Credit
spreads in the investment portfolio are regularly reviewed in terms of the inherent potential for
downgrade of individual obligors as well as the wider impact on the overall credit risk of the portfolio.

. Underwriting authorities and limits - See C1 Underwriting Risk.

. Investment portfolio - Credit risk is also managed through the credit research performed by external
investment management service providers, Group Risk Management, and the in-house portfolio
management team.

. Reinsurance Security Department - The Company manages its credit risk in its external reinsurance

relationships by transacting with reinsurers that it considers financially sound, and if necessary,
collateral in the form of funds, trust accounts and/or irrevocable letters of credit may be held. The
following table outlines the Company's top external reinsurance credit exposures as at 31 December

2019.
2019 2018
Reinsurer name Rating Total unsecured Total unsecured
recoverables ($000) recoverables ($000)
RG.A AA -13,175 -12,160
Reinsurance

Above numbers are taken from the Company's US GAAP accounts.
Liquidity risk

One of the principal objectives of liquidity risk management is to ensure that there is readily available access to
funds with which to settle large or multiple unforeseen claims. It is generally expected that positive cash flow
from operations (underwriting activities and investment income) will be sufficient to cover cash outflows under
most future loss scenarios.
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Cash requirements include all possible claims on cash from policyholders, shareholders and operations. Some
of these cash outflows are scheduled while others are known with much less certainty. The goal is to ensure
sufficient liquidity in the asset portfolio, together with secured external cash sources, to provide for timely
payment of potential cash demands under both normal business conditions and under extreme conditions
resulting from unforeseen events over a 12 month horizon.

Liquidity risk is managed through:

. Investment portfolio liquidity - The annual SAA process determines the structure of the benchmark
that maximises the value of the Company subject to risk tolerance and other constraints. The key
output of the SAA process is an investment portfolio benchmark, which takes into account
management’s risk tolerance, liability cash flows, business plan, peer analysis and regulatory
considerations.

. Asset-Liability Management (ALM) - Treasury conducts detailed ALM analysis to match the average
duration of its liabilities with appropriate assets.

Operational risk

The Company’s risk register takes into account the controls in place that mitigate specific risks. The nature of
the controls and the strength of control exercised are based upon the:

. Potential severity of the risk;

. Frequency of the risk occurring;

. Cost of implementing controls relative to the significance of the risk; and
. Appetite and tolerance for the risk.

Purchase of insurance

It is recognised that while the Company may buy insurance with the aim of reducing the monetary impact of
certain operational risk events (e.g. physical damage), non-monetary impacts may remain (including impact on
the Company’s reputation). This is considered in the risk assessment process and risk register.

The risks are monitored and managed through the risk framework and the operational loss event reporting
process.

Based on the above factors considered in scenario and stress testing, all operational risks are deemed to be well
managed and within risk appetite, as reported via the Risk Dashboard to the Board.

C.3. Material risk concentrations

Material concentrations can occur within risk categories and across risk categories. Our limit framework is
intended to address both. The limit framework and expected exposures are reviewed during the annual risk
budgeting process and tested through our stress testing framework and also through use of the internal model.

We impose limits for mortality risk, lapse risk and pandemic risk at a 1% exceedance probability. If we were to
deploy the full limit, for any given event type, there would be a 1% probability that an event would occur during
the next year that would resultin a net underwriting loss in excess of the limit. We also impose limits for mortality
risk at a 1% tail value at risk ('TVaR') probability. This statistic indicates the average amount of net loss expected
to be incurred if a loss above the 1% exceedance probability level has occurred.
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C.4. Investment in assets in accordance with the prudent person principles of the Code of
Conduct

In line with business objectives, market risk is accepted by XL Life Ltd and managed with the objective of
optimising total return on investments subject to agreed risk constraints and other considerations.

Our investments are managed and monitored by XL Group Investments Ltd (“XLGIL”) and governed through an
investment agreement and guidelines. The ERM department oversees adherence to these guidelines.

XLGIL are guided by the “prudent person” principle as specified in paragraph 5.1.2 of the BMA Insurance Code of
Conduct, in that the Company only invests in assets and instruments where the risks of which can properly be
identified, measured, monitored, managed and controlled. Exposures to counterparty concentrations are
managed through defined limits and ratings.

C.5. Stress testing and sensitivity analysis to assess material risks

Underwriting risk

Mortality risk is the main insurance risk for the Company. Risk tolerances are established for insurance risks and
are captured through risk reporting to the Board and monitored as part of the RAF.

On a quarterly basis exposures to a mortality, lapse and other number of key insurance risks are measured and
monitored and reported to the Board.

At the 1:100 VaR and TVaR level of confidence, should the loss implied by the occurrence of any of the largest
underwriting exposures (includes mortality, lapse risk and pandemic) occur, the Company’s Bermuda based
solvency ratio (BSCR) would remain above 200%.

Market risk

An embedded stress testing framework is used to understand possible impacts of major risks, including market
risks. The following stress and scenario tests are used to identify risk exposures:

. Interest rate and spread sensitivities: by re-valuing current portfolio holdings assuming various
changes in the level and term structure of interest rates and the level of credit spreads;

. Historical stress tests identified by Risk Management and AXA XL Investments covering economic,
financial and political events and the potential impact to the investment portfolio.

. RDS aggregations; and
. Ad hoc review of enterprise risk scenarios.

The Company's investment portfolio mostly contains high rated government and corporate assets. This is
reported to the Board.

As part of our Stress Testing process, we examine large historical market events. Should losses be incurred in a
magnitude implied by these simulated historical events at December 31, 2019, the Company’s Bermuda based
solvency ratio (BSCR) would remain in excess of 200%.

Furthermore, should a loss implied by the investment VaR (1:100 level of confidence) or 100 basis point increase
materialize, the Company’s Bermuda based solvency ratio (BSCR) would remain above 200%.
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Credit risk

There is an embedded stress testing framework that is used to understand possible impacts of major risks,
including credit risks. Stress tests and scenario analysis are undertaken to monitor exposure to the defined
scenarios that allows monitoring of exposure to credit risks. These scenarios help to understand potential losses
to ensure that the Company is prepared to withstand projected losses from these events, including ensuring
that there is adequate capital, and liquidity to manage through the event and maintain the Company as a going
concern. Based on the factors considered in scenario and stress testing, all credit risks are deemed to be well
managed.

In the event that credit risk materialises with the RGA retrocession the exposure would be mitigated as the funds
withheld are sufficient to cover the projected claims. Furthermore RGA has a parent Company guarantee in place
with its AA rated parent giving recourse to additional balances in excess of the funds withheld even in the event
of the counterparty defaulting.

Should aloss implied by the credit VaR applied to the Company’s investment portfolio (1:100 level of confidence)
materialize, the Company’s Bermuda based solvency ratio (BSCR) would remain above 200%.

Liquidity risk

Given its run-off status liquidity risk is a key risk for the Company. However, the investment portfolio is
structured with the aim to ensure that adequate income is generated to meet ongoing liquidity needs. Also the
Company has access to two significant AXA Group facilities in order to meet any short term liquidity needs - these
facilities are the AXA Group cash pool for short term needs in normal conditions, and a Divisional revolving credit
facility which can be utilized once XL Group permission has been granted. Quarterly liquidity stress test analysis
is conducted by the Treasury team and Risk Management.

Operational risk

Operational risk is assessed and monitored through the risk assessment process. Should a loss implied by these
stressed scenarios materialize, the Company’s Bermuda based solvency ratio (BSCR) would remain above 200%.

C.6. Other material information

Please see section A8 for note on Covid-19.

D. Solvency Valuation

This section provides particulars of the valuation bases, methods and assumptions on the inputs used to
determine solvency.

D.1. Valuation bases, assumptions and methods used to derive the value of each asset class

Cash and cash equivalents include money-market funds and fixed interest deposits placed with a maturity of
under 90 days when purchased. This also includes restricted cash. Cash and cash equivalents are included in the
EBS at fair value in line with US GAAP with both changes in fair value and realized gains/losses netted off
Statutory Economic Capital and Surplus.

Quoted Investments are recorded at fair value in line with US GAAP with both changes in fair value and realized
gains/losses netted off Statutory Economic Capital and Surplus.
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Residential Mortgage Backed Securities, commercial Mortgage Backed Securities, Asset Backed Securities
and Bond Mutual Funds are included under bonds and debentures and separately shown on Schedule Il of the
BSCR.

The majority of our investments are bonds, the valuation of which is classified as Level 2 (quoted prices for
similar assets) as they are not considered to be traded in an active market. With an active market financial
instruments should be traded multiple times per day. This cannot be asserted for our bonds as they do not
necessarily trade every day. A small amount of investments are measured at Level 3 (mark to model).

The fairvalues for 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. 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. Pricing
services indicate that they will only produce an estimate of fair value if there is objectively verifiable information
available to produce a valuation.

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
modelled pricing to determine an appropriate security value which represents their best estimate as to what a
buyer in the marketplace would pay for a security in a current sale.

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. 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 asecurity or class of similar securities, these values are corroborated against values provided by other
pricing services.

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.
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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. Equity securities
include investments in open end mutual funds and shares of publicly traded alternative funds. 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).

Investments in and Advances to Affiliates.

Advances to affiliates are recorded at fair value in line with US GAAP. Amounts receivable or payable on account
of policies of insurance or reinsurance with affiliates are not included in this line. Such amounts are included in
accounts and premiums receivables line and reinsurance payable respectively. Funds held by ceding reinsurers

which are affiliates and funds held under reinsurance contracts with affiliates are also not included.

Investment Income Due and Accrued is recorded at fair value in line with US GAAP. Balances due in more than
one year have not been discounted as this is not considered to be material.

Accounts and premium receivable are recorded at fair value in line with US GAAP.

Sundry Assets Any asset not accounted for in lines 1 to 12 and 14 is included here if it has a readily realizable
value. Any other assets, prepaid and deferred expenses, goodwill and similar intangible assets shall be non-
admitted assets.

All assets categorized under sundry assets are recorded at fair value in line with US GAAP.

D.2.  Valuation bases, assumptions and methods used to derive the value of technical
provisions

D.2.1 Valuation Bases, Assumptions and Methods to Derive the Value of Technical Provisions

Insurance technical provisions are valued using best estimate cashflows, adjusted to reflect the time value of
money using a risk free discount rate term structure with an appropriate illiquidity adjustment. This adjustment
has been set using the “standard approach” as provided by the BMA.

A risk margin is also added which reflects the uncertainty in the underlying cashflows, and this is calculated
using a cost of capital approach and a risk free discount rate term structure.

At December 31, 2019, the total net Technical Provisions amounted to $36.8 million (as at 31 December 2018
$31.8m) comprising the following (reported in USD thousand units):

Mortalit
USD '000s 2019 2018
Claims provision 34,799 29,785
Premium provision
Risk margin 2,026 2,034
Total technical provisions 36,825 31,819

The above numbers are sourced from Form 4EBS in the BSCR.
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D.2.2 Uncertainty/limitations Associated with the Value of the Technical Provisions

There is inherent uncertainty in the estimates as actuarial indications are subject to uncertainty from various
sources, including but not limited to differences between the estimated future decrement rates (i.e. mortality
and lapse rates) and those ultimately experienced.

D.3. Description of recoverables from reinsurance contracts

Recoverables from reinsurance contracts are based on principles similar to the those used in the calculation of
the gross reserves. They include allowance for the reinsurance premiums paid by the Company and the value of
the funds withheld assets that are booked on the Company’s balance sheet.

D.4. Valuation bases, assumptions and methods used to derive the value of other liabilities

Other liabilities are valued on a fair value basis, other than Funds Held Under Reinsurance Contracts which is
held at the contractual value.

D.5. Other material information

No other material information to report.

E. Capital Management

This section provides particulars regarding an assessment of capital needs and regulatory capital requirements

E.1. Eligible Capital

E.1.1. Capital management policy and process for capital needs, how capital is managed and
material changes during the period

The Company has an overarching Capital Management process to ensure an appropriate level and form of
capital. Thereby, the Company's capital position is benchmarked against its projected risk exposures to ensure
that it is adequate to support planned business operations as well as certain stressed loss events. The form of
the capital is designed to provide a balance between security, flexibility and liquidity.

In addition, the Company ensures that it meets the appropriate levels/standards as defined under the Insurance
Act using the economic balance sheet framework to derive the Company’s statutory economic capital and
surplus, its enhanced capital requirement and its target capital levels as defined therein. There are appropriate
levels of oversight from the Board, Risk and Compliance, Finance and Group Treasury to ensure appropriate
capital levels are managed and maintained.
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E.1.2.
i. Eligible Capital

Eligible capital categorised by tiers in accordance with the Eligible Capital Rules

Eligible Capital
USD '000s 2019 2018
Tier 1 92,693 66,773
Tier 2 36,151 32,591
Tier 3
Total 128,844 99,364

Above numbers are sourced from the Bermuda Solvency Capital Requirement for class D and E insurers.

A trust is in place to provide collateral to a particular client in relation to US term life treaties. This results in
some capital being classified as tier 2 in accordance with the BMA eligible capital rules, and this is reflected in

the table above.

The increase in tier 1 capital is mainly due to the removal of a secured Letter of Credit facility at year-end 2019.
The secured Letter of Credit facility was classed as “Encumbered assets not securing policyholder obligations.

E.1.3.

Eligible capital categorised by tiers in accordance with the Eligible Capital Rules used to

meet the Enhanced Capital Requirement (ECR) and the Minimum Margin of Solvency

(MSM) requirements of the Insurance Act

2019 - Eligible Capital

2018 - Eligible Capital

Limits MSM ECR MSM ECR
Tier 1 min 80% 50% 92,693 92,693
Tier 2 max 25% 50% 23,173 36,151
Tier 3 18%
Total 115,866 128,844
Limits MSM ECR MSM ECR
Tier 1 min 80% 50% 66,773 66,773
Tier 2 max 25% 50% 16,693 32,591
Tier 3 18%
Total 83,466 99,364

Above numbers are in USD '000s and are sourced from the Schedule of Eligible Capital in the BSCR.

E.1.4. Confirmation of eligible capital that is subject to transitional arrangements

None.
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E.1.5. Identification of any factors affecting encumbrances affecting the availability and
transferability of capital to meet the ECR

The Capital to meet the ECRis available and transferable.

E.1.6. Identification of ancillary capital instruments that have been approved by the Authority

None.

E.1.7. Identification of differences in shareholders' equity as stated in the financial statements
versus the available statutory capital and surplus

The difference between shareholder's equity as stated in the financial statements versus available statutory
economic capital and surplus is due to the calculation of reserves on each basis. The primary contribution to the
different in reserve values is the use of a market rate of interest for the derivation of the valuation interest rate
in the statutory economic balance sheet, rather than an amortised valuation interest rate on the US GAAP basis
used for the financial statements

2019 USD '000s
|US GAAP Consolidated Financial Statements Total Shareholders Equity 143,685
Less: adjustments for prepayments -463

Less: Adjustments for Technical provision and Risk Margin under EBS rules -14,378
Total statutory economic capital and surplus 128,844

E.2. Regulatory Capital Requirements

E.2.1. ECRand MSM at the end of the reporting period

2019
USD '000s Amount Statutory Economic |Ratio
Capital & Surplus
Minimum margin of solvency 6,320 128,844 2039%
Enhanced capital requirement 11,170 128,844 1153%
Enhanced capital requirement: 2019 revised
methodology
17,988 128,844 716%
2018
USD '000s Amount Statutory Economic |Ratio
Capital & Surplus
Minimum margin of solvency 6,683 117,904 1764%
Enhanced capital requirement 7,501 117,904 1572%

Above numbers are sourced from the Bermuda Solvency Capital Requirement - Class D and E insurers.
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E.2.2. Identification of any non-compliance with the MSM and the ECR

None.

E.2.3. Adescription of the amount and circumstances surrounding the noncompliance, the
remedial measures and their effectiveness

Not applicable.

E.2.4. Where the non-compliance is not resolved, a description of the amount of the non-
compliance

Not applicable.

E.3. Approved Internal Capital Model

E.3.1. Description of the purpose and scope of the business and risk areas where the internal
model is used

Not applicable.

E.3.2. Where a partial internal model is used, a description of the integration with the BSCR
Model

Not applicable.

E.3.3. Description of methods used in the internal model to calculate the ECR

Not applicable.

E.3.4. Description of aggregation methodologies and diversification effects

Not applicable.

E.3.5. Description of the main differences in the methods and assumptions used for the risk
areas in the internal model versus the BSCR Model

Not applicable.

E.4. Description of the nature and suitability of the data used in the internal model

i. Description of the purpose and scope of the business and risk areas where the internal model is used -
Not applicable.

ii. Where a partial internal model is used, description of how it is integrated with the BSCR Model - Not
applicable.

iii. Description of methods used in the internal model to calculate the ECR - Not Applicable.
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iv. Description of aggregation methodologies and diversification effects - Not applicable.

V. Description of the main differences in the methods and assumptions used for the risk areas in the
internal model versus the BSCR Model - Not applicable.

vi. Description of the nature and suitability of the data used in the internal model - Not applicable.

E.5. Other material information

Not applicable.

F. Subsequent Events

F.1. Description of the significant event;

COVID -2019 outbreak: Since December 2019, a significant number of cases associated with the Coronavirus,
now called COVID-19 by the World Health Organization (WHO), have been reported worldwide. Initially reported
in the province of Hubei in the People’s Republic of China, it has spread across other countries, resulting in
reported infections and deaths in numerous countries, including South Korea, Iran, Italy, Spain, France, the
United Kingdom and the United States, and new cases and fatalities are reported daily. Furthermore, it is
currently not possible to know or predict the extent to which the current levels of reported cases reflect the
actual transmission of the virus within populations, and accordingly the scale of the pandemic may be
significantly larger than what is presently recorded. The spread of COVID-19 has resulted globally in
governmental authorities imposing quarantines and travel restrictions of varying scope; led to significant
disruptions in the global travel and hospitality industries, and in global trade and supply chains more broadly;
resulted in decreased economic activity and lowered estimates for future economic growth; created severe
strains on local, national and supra-national medical and healthcare systems and institutions; and caused
global financial markets to experience significant volatility and the worst downturn since the 2008 financial
crisis.

XL Life Ltd together with the AXA Group has or is in the process of establishing plans to address how it will
manage the effects of the outbreak, and assess disruptions and other risks to its operations. These include the
protection of employees, sustaining our services to clients and other stakeholders and ensuring effective
processes are in place to communicate and execute such plans. XL Life Ltd is closely monitoring its exposure,
including (i) the operational impact on its business, (ii) the consequences of a deterioration in macroeconomic
conditions or of a slowdown in the flow of people, goods and services, (iii) the extent of insurance coverage
impacted and (iv) change in asset prices and financial conditions (including interest rates).

F.2. Other material information

Not applicable
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