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Directors' Statement

The Board of Directors acknowledge their responsibility for ensuring that this Solvency and Financial Condition Report
("SFCR") has been properly prepared in all material respects in accordance with the Prudential Regulatory Authority rules
and Solvency Il regulations. The Board confirms that there is a written Solvency Il Disclosure Policy in place to ensure the
ongoing appropriateness of any information disclosed. The Board is satisfied that:

(a) throughout the financial year in question, XL Insurance Company SE has complied in all material respects with the
requirements of the Prudential Regulatory Authority rules and Solvency Il regulations as applicable to the Company; and

(b) it is reasonable to believe that, at the date of the publication of the SFCR, the Company has continued to comply,and
will continue to comply in future.

By order of the Board

J R Harris P R Bradbrook
Chief Executive Officer Director
May 03,2018 May 03,2018



Independent Auditor's Report to the Directors

Report of the external independent auditors to the Directors of XL Insurance Company SE (‘the Company’)
pursuant to Rule 4.1 (2) of the External Audit Part of the PRA Rulebook applicable to Solvency Il firms

Report on the Audit of the relevant elements of the Solvency and Financial Condition Report
Opinion
We have audited the following documents prepared by the Company as at 31 December 2017:

« The'Valuationfor Solvency Purposes’and ‘Capital Management’ sections of the Solvency and Financial
Condition Report of the Company as at 31 December 2017, (‘the Narrative Disclosures subject to
audit’); and

« Company templates S.02.01.02, S.17.01.02, S.23.01.01, S.25.01.21 and S.28.01.01 (‘the Templates
subject to audit’).

The Narrative Disclosures subject to audit and the Templates subject to audit are collectively referred to as the
‘relevant elements of the Solvency and Financial Condition Report'.

We are not required to audit, nor have we audited, and as a consequence do not express an opinion on the
Other Information which comprises:

« The'Summary’, ‘Business and Performance’, ‘System of Governance'and ‘Risk Profile’ elements of the
Solvency and Financial Condition Report;

+  Company templates S.05.01.02, S.05.02.01 and S.19.01.21;

« The written acknowledgement by management of their responsibilities, including for the preparation
of the Solvency and Financial Condition Report (‘the Responsibility Statement’).

In our opinion, the information subject to auditin the relevant elements of the Solvency and Financial Condition
Report of the Company as at 31 December 2017 is prepared, in all material respects, in accordance with the
financial reporting provisions of the PRA Rules and Solvency Il Regulations on which they are based.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) including ISA
(UK) 800 and ISA (UK) 805, and applicable law. Our responsibilities under those standards are further described
in the Auditors’ Responsibilities for the Audit of the relevant elements of the Solvency and Financial Condition
Report section of our report. We are independent of the Company in accordance with the ethical requirements
thatarerelevantto ouraudit of the Solvency andFinancial Condition Reportinthe UK, includingthe FRC's Ethical
Standard as applied to public interest entities, and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to
report to you where:

« the directors’ use of the going concern basis of accounting in the preparation of the Solvency and
Financial Condition Report is not appropriate; or

« thedirectors have not disclosed in the Solvency and Financial Condition Report any identified material
uncertainties that may cast significant doubt about the Company’s ability to continue to adopt the
going concern basis of accounting for a period of at least twelve months from the date when the
Solvency and Financial Condition Report is authorised for issue.



Emphasis of Matter - Basis of Accounting

We draw attention to the ‘Valuation for Solvency Purposes’' and ‘Capital Management' of the Solvency and
Financial Condition Report, which describe the basis of accounting. The Solvency and Financial Condition
Report is prepared in compliance with the financial reporting provisions of the PRA Rules and Solvency I
regulations, and therefore in accordance with a special purpose financial reporting framework. The Solvency
and Financial Condition Reportis required to be published, and intended users include but are not limited to the
Prudential Regulation Authority. As a result, the Solvency and Financial Condition Report may not be suitable
for another purpose. Our opinion is not modified in respect of this matter.

Other Information
The Directors are responsible for the Other Information.

Our opinion on the relevant elements of the Solvency and Financial Condition Report does not cover the Other
Information and we do not express an audit opinion or any form of assurance conclusion thereon.

In connection with our audit of the Solvency and Financial Condition Report, our responsibility is to read the
Other Information and, in doing so, consider whether the Other Information is materially inconsistent with the
relevant elements of the Solvency and Financial Condition Report, or our knowledge obtained in the audit, or
otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether there is a material misstatement in the relevant
elements of the Solvency and Financial Condition Report or a material misstatement of the Other Information.
If, based on the work we have performed, we conclude that there is a material misstatement of this Other
Information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of Directors for the Solvency and Financial Condition Report

The Directors are responsible for the preparation of the Solvency and Financial Condition Reportinaccordance
with the financial reporting provisions of the PRA rules and Solvency Il regulations.

The Directors are also responsible for such internal control as they determine is necessary to enable the
preparation of a Solvency and Financial Condition Report that is free from material misstatement, whether due
to fraud or error.

Auditors’ Responsibilities for the Audit of the relevant elements of the Solvency and Financial Condition
Report

It is our responsibility to form an independent opinion as to whether the information subject to audit in the
relevant elements of the Solvency and Financial Condition Report is prepared, in all material respects, in
accordance with financial reporting provisions of the PRA Rules and Solvency Il Regulations on which they are
based.

Our objectives are to obtain reasonable assurance about whether the relevant elements of the Solvency and
Financial Condition Report are free from material misstatement, whether due to fraud or error,and to issue an
auditors’ report that includes our opinion. Reasonable assurance is a high level of assurance, but it is not a
guarantee that an audit conducted in accordance with ISAs (UK) will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the decision making or the judgement of the users
taken on the basis of the Solvency and Financial Condition Report.

Afurther description of our responsibilities for the audit is located on the Financial Reporting Council's website
at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

This report, including the opinion, has been prepared for the Directors of the Company to comply with their
obligations under External Audit rule 2.1 of the Solvency Il firms section of the PRA Rulebook and for no other
purpose. We do not, in providing this report, accept or assume responsibility for any other purpose save where
expressly agreed by our prior consent in writing.



Report on Other Legal and Regulatory Requirements

In accordance with Rule 4.1 (3) of the External Audit Part of the PRA Rulebook for Solvency Il firms we are also
required to consider whether the Other Information is materially inconsistent with our knowledge obtained in
the audit of the Company’s statutory financial statements. If, based on the work we have performed, we
conclude that there is a material misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.

PricewaterhouseCoopers LLP
Chartered Accountants

London

3 May 2018



Summary

Unless otherwise stated, all amounts in this report are presented in thousands of Euros (€'000), with the Euro being the
Company'sreporting currency in the Financial Statements. The Quantitative Reporting Templates includedin Section E are
presented in Euro whole numbers. This may result in a limited number of immaterial rounding differences in the report.

2017 is the second year of Solvency Il being in force, having been implemented with effect from 1 January 2016. As aresult
comparative figures and commentary have been disclosed where appropriate.

XL Group Ltd, the ultimate parent company, domiciled in Bermuda will publish its Group Financial Condition Report in line
withBermudaMonetary Authority requirements by 31 May 2018 and willbe available to download from the XL Group website
(www.xIgroup.com).

XL Group Ltd and its (re)insurance subsidiaries operate under the XL Catlin brand.

Business and performance

The principal activity of XL Insurance Company SE (“XLICSE" or "the Company"”) is the transaction of general (re)insurance
business ("the business"). Thebusiness conductedis primarily commercialinsurance, providing property, casualty, financial
lines and specialty products to industrial, commercial and professional firms across its network of branches and through
fronting partners

XLICSE is a member of the XL Group Ltd (“XL")group of companies and provides the main insurance company platform to
operate under the XL Catlin brand within Europe and Asia Pacific. XL Group Ltd, through its subsidiaries (collectively the
“XL Group” orthe “Group"), is aglobalinsurance and reinsurance group of companies and other enterprises situated around
the world.

XL Group Ltd's operating entities underwrite both insurance and reinsurance (RI) business within its Property and Casualty
(P&C) business segment. From January 1, 2017 P&C is structured into two segments; Insurance and Reinsurance with
Insurance further divided into Global Lines, International and North America. XL underwrites across all the platforms
available to best service both brokers and clients.

Further details of the Company's business and performance are provided in Section A below. Also refer to XL's Form 10-K
for the year ended 31 December 2017 for additional information on the Group's performance.

The Company is domiciled in the UK but issues policies globally through its network of branches (or through the use of
fronting partners) in the majorlocations of its (re)insurance clients and their respective (re)insurancerisks. Its branches are
in Europe, Australia, Hong Kong, Labuan (Malaysia), Singapore and India. This allows the Company to service brokers and
clients efficiently providing both local service and global expertise, ensuring that it is able to deliver solutions to the often
complexrisks of multinational companies. As the Company's clients expand into new and emerging markets, the Company
seeks to ensure that it can support that international expansion with the capability to provide local (re)insurance solutions
and local service.

Gross premiums written have increased from €1,989m in 2016 to €2,271m in 2017. The premium growth was recognised
across all operatingbusiness groups but the largestincrease was seen within International business. International Property
and Financial lines reported GWP growth over 2016 results of 20% and 17% respectively. The largest growth areas within
Global lines were within the Political Risk and Equine, Livestock and Aquaculture lines whilst North America recognised
growth in Excess Casualty and Property. The Indian reinsurance branch, in its first year of operations contributed to the
overall growth for the year.

Overall the final results are disappointing with aloss before taxation of €90 million (2016: Loss €81m). The loss is reflective
of two key items: 1) Significant adverse prior year development in the Financial Lines book of business. The Company also
recognised a smaller deterioration in the Political Risk and Primary Casualty books but these were somewhat offset by
favourable movements in Environmental and Structured Risk Solutions business. The total adverse prior year development
for the year was €139m. 2) Losses from Q3/4 CAT activity (Hurricanes Harvey, Irma, Maria, the Mexican Earthquake and
the California Wildfires) had a significant impact on the financial results for the year. Total CAT loss activity was €133m.

Despite the impact of the aforementioned PYD and CAT activity the combined ratio for the year was 112.6% compared to
120.8% in 2016. The reason for the year on year reduction was that the expense ratio reduced by 14.6% (2017: 30.8%
versus 2017: 45.3%). This was driven by a change in the Company's expense methodology during 2017 which allowed for
the deferral of certain expenses into future periods.

Investment income fell to €38m from €54m in 2016. The poor performance relative to 2016 reflects the fact that XLICSE
holds a significant portion of its investments in Euro’s which during the year reported low investment returns. Investment
expenses/chargesandunrealisedlosses oninvestmentswere (€20m)in 2017 comparedto (€27m)in2016. Totalinvestment
return remained positive at €18m (2016: €27m).

Total portfolio performance for the year increased by 29bps from the prior year to 2.12%. The Non-Fixed Income portfolio
continuedtohave strongreturnsin 2017, although down slightly from the prior year. As with the prior year,Corporate Credit
Assets and Government-related Assets drove the performance of the Fixed Income portfolio for the year slightly offset by
weaker returns from the Structured Credit Assets.

The Company holds investment grade fixed and variable income portfolios denominated in a variety of currencies, which
broadly correspond to the respective liabilities of the Company. Assets representing capital of the Company, which are not
matched to specific liabilities, are generally held in Euro (EUR).



System of governance

The Board of Directors ("Board") and management are committed to effective corporate governance and have established
a comprehensive corporate governance framework for the Company's operations. The key component of this framework
is the Board, which has ultimate responsibility for the implementation and maintenance of an effective corporate
governance framework, and the various Board and management committees through which the Board discharges its legal
and fiduciary responsibilities.

The Board is responsible for the internal control framework and the Company operates a 'Three Lines of Defence' model
where (1) the business, (2) risk management and compliance and (3) independent audit work together to ensure that risk
management is effective.

The internal control framework determines risk appetites and risk limits, establishes risk policies, identifies and manages
the risks to the Company's objectives and monitors the capital requirements. All of this is captured by the Risk Management
Framework ("RMF") and Own Risk and Solvency Assessment ("ORSA") activities that are carried out throughout the year
with oversight by the Board. The Company is supported by a number of Group-wide processes in the achievement of its
risk management objectives.

Further details of the Company's Systems of Governance are provided in Section B below.

Risk profile

The key risks within the Solvency Capital Requirement "SCR" are shown below:

Key Risk Drivers in the SCR
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The risk profile of XLICSE, as a non-life insurance company, is dominated by underwriting risk. Underwriting and loss
experience is reviewed regularly for,among other things, loss trends, emerging exposures, changes in the regulatory or
legal environment as well as the efficacy of policy terms and conditions. Underwriting risk is also identified through:

. business planning;

. underwriting processes (including guidelines and escalation authorities);
. reserving and claims processes;

. Enterprise Risk Management (ERM) risk assessment processes;

. the use of Realistic Disaster Scenarios (RDS) and other scenarios; and,

. independent underwriting peer reviews.

Underwriting risk is mitigated through the purchase of reinsurance, controls over the Actuarial function, rating adequacy,
underwriting authorities and guidelines, and the new product process. The reduction in Underwriting risk year on year is
due to lower expected profit on future premium and a reduction to plan premium for 2018 compared to that planned for
2017 last year.

Market risk is driven primarily by currency risk due to the various markets XLICSE operates in and the resultant mix of
currencies in claims reserves. XLICSE also incurs spread risk from the bonds held against those reserves, and interest rate
risk from bothinvestments held and claims liabilities. Theincreasein marketrisk over 2016 is duetoanincreasein currency
risk, driven by an increase in assets in Australian Dollar (AUD) and Sterling (GBP), and an increase in interest rate risk due to
anincrease in interest sensitive investments.



Operational risk is driven by the gross claims reserves, as the standard formula mandates a 3% shock to reserves. All other
risk categories are less significant to the Company.

Further information on each separate category of risk can be found in detail in Section C below including a description of
the measures used to assess these risks and a description of the material risks which XLICSE is exposed to.

Valuation for solvency purposes

An analysis of the valuation of assets and non-technical liabilities in the Solvency Il balance sheet, together with the
recognition and valuation bases applied, is provided in Sections D.1 and D.3.

Section D.2 discloses the value of technical provisions as well as a description of the bases, methods and main assumptions
used for their valuation for solvency purposes.

Capital management

The Company is required to measure its assets and liabilities according to the European Solvency Il Directive and its
associated rules, regulations and guidelines. This regulatory framework for the European insurance industry adopts a
dynamic risk-based approach based on economic principles that measure assets and liabilities to appropriately align
insurers’ risks with the capital they hold to safeguard policyholders.

The Company calculates its SCR using the Standard Formula.

2017 2016
€'000 €'000
Total eligible own funds to meet the SCR 890,649 815,171
SCR 667,727 648,301
Ratio of Eligible own funds to SCR 133.4% 125.7%

The Company's objectives in managing its capital are to:

. match the profile of its assets and liabilities, taking account of the risks inherent in the business;
. maintain financial strength to support new business growth;
. satisfy the requirements of its policyholders and regulators.

Theincrease in eligible own funds is a result of a capital contribution during the year. The increase in SCRis aresult of increases to market
risk and cat risk.

At 31 December 2017 the Company's Basic Own Funds were assigned to the Solvency Il tiers as shown in the following
tables:

Tier1-
2017 unrestricted Tier2 Total
€'000 €'000 €'000
Ordinary share capital 259,157 259,157
Reconciliation reserve 581,245 581,245
Subordinated liabilities 50,247 50,247
Total basic own funds after deductions 840,402 50,247 890,649




The classification into tiers is relevant to the determination of eligible own funds. These are the own funds that are eligible
for covering the solvency capital requirement (SCR) and the minimum capital requirement (MCR). No restrictionis required
to the eligible own funds to meet the SCR, but the tier 2 assets are partially restricted when comparing to the MCR as shown
in the table below:

2017 2016
€'000 €'000
SCR 667,727 648,301
MCR 189,629 184,991
Total eligible own funds to meet the SCR 890,649 815,171
Total eligible own funds to meet the MCR 878,328 789,932
% %
Ratio of Eligible own funds to SCR 133.4% 125.7%
Ratio of Eligible own funds to MCR 463.2% 427.0%

Significant Business or other events
Significant events during the year include:
e the opening of an Indian branch;

* theimpact of Brexit (In September 2017 the XL Group announced its intention to re-domesticate XLICSE from the
UK to Dublin, Ireland, in response to the UK's decision to leave the EU); and

e XLGroupLtd(“XL")has enteredinto a definitive agreement and plan of merger (the “Merger Agreement”) with AXA
SA("AXA")dated March 5, 2018, under which AXA would acquire 100% of XL's common shares in exchange for cash
proceeds of $57.60 per common share, or approximately $15.3 billion in the aggregate (the "AXA Transaction”).
The Merger Agreement provides that, subject to the satisfaction or waiver of certain conditions set forth therein,
XL will merge with an existing AXA subsidiary in accordance with the Companies Act 1981 of Bermuda (the
“Merger”), with XL surviving the Merger as a wholly owned subsidiary of AXA. All preferred shares issued by
subsidiaries of XL will remain issued and outstanding upon completion of the Merger. The Merger is expected to
close during the second half of 2018, subject to approval by the XL shareholders and other customary closing
conditions, including the receipt of required regulatory approvals. The Merger Agreement, among other
stipulations, permits: (i) XL to pay out regular quarterly cash dividends not to exceed $0.22 per XL common share
per quarter, (ii) subsidiaries of XL to pay period cash dividends on preferred shares not to exceed amounts
contemplated by the applicable bye-laws or resolutions approving such preferred shares, and (iii) subsidiaries of
XL to pay dividends to XL or any subsidiary of XL.

None of these events are deemed to impact the solvency and financial condition of the Company.

10



A. Business and Performance
A.1. Business

A.1.1 Name and legal form of the undertaking

?(L Insurance Company SE is incorporated in the United Kingdom and is a company limited by shares. The registered office
is:

XL Catlin

20 Gracechurch Street

London

EC3V 0BG

United Kingdom

A.1.2 Supervisory authorities

UK Regulators
Prudential Regulatory Authority (‘PRA’) Financial Conduct Authority ('FCA')

Bank of England 25 The North Colonnade
Threadneedle Street Canary Wharf

London EC2R 8AH London E14 5HS
United Kingdom United Kingdom

Group Supervisor
Bermuda Monetary Authority ('BMA)
BMA House
43 Victoria Street
Hamilton, P.O. Box 2447
Bermuda

A.1.3 External auditor

PricewaterhouseCoopers LLP

Chartered Accountants and Statutory Auditors
7 More London Riverside

London SE1 2RT

United Kingdom

11



A.1.4 Company holders and position within legal structure of the Group

The Company's immediate parent is XL Insurance Holdings (UK) Limited, a company incorporated in England and Wales,
which holds 100% of the ownership interest and voting rights. The Company’s ultimate parent undertaking is XL Group
Ltd, a company incorporated in Bermuda.

XLICSE's position within the legal structure of the Group can be seen from the simplified structure chart below:

XL Group Ltd
100%

XL Bermuda Ltd
100%

XL Gracechurch Ltd
100%

(UK) Limited
100%

XL Insurance Company SE

A.1.5 Related undertakings

XLICSE is the parent entity of the following companies:

Percentage of

Principal trading Country of Class of shares nominal value and

activity incorporation held votingrights held
XL Insurance (China) Company Limited Insurance China Ordinary 49%
XL Seguros Brazil S.A. Insurance Brazil Ordinary 100%

A.1.6 Material lines of business and geographical areas

The Company is domiciled in the UK but issues policies globally through its network of branches (or through the use of
fronting partners) in the major locations of its (re)insurance clients and their respective (re)insurancerisks. Its branches are
in Europe, Australia, Hong Kong, Labuan (Malaysia), Singapore and India. This allows the Company to service brokers and
clients efficiently providing both local service and global expertise, ensuring that it is able to deliver solutions to the often
complexrisks of multinational companies. As the Company's clients expand into new and emerging markets, the Company
seeks to ensure that it can support that international expansion with the capability to provide local (re)insurance solutions
and local service.

Gross Written Premium by line of business and geography are presented below:

12
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Gross Premium Written by Solvency Il Business Mix
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The lines of business which reflected year on year movements that warrant comment are:

General liability insurance (reduction of 1.1%): International casualty and financial lines are the largest lines of
business within this Solvency Il category. Whilst their proportions of premium written have increased over 2016
results they didn't increase at the same proportion as other lines of business, namely property, discussed below.

Fire and other damage to property insurance (increase of 2.2%): International property is the key driver of growth
within this Solvency Il line of business and reflects significant new business written during the year.

Credit and suretyship (reduction of 2.0%): Political risk and trade credit (PRTC) is responsible for the year on year

reduction within credit and suretyship. PRTC wrote approximately €27m less thanin 2016.

Other: Thisreflects the reinsurance business that the newly formed Indian Branch of the Company started to write

in2017.

13



Gross Premium Written by XLICSE Business Mix
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XL manages its business units on a geographical and product basis with consideration towards legal entities. The term
“International” is used to refer to non-North American geographies. These groupings are mapped into Solvency Il lines of
business for regulatory reporting purposes.

International Group consists of the following:

* International Property,whichincludes Construction, constitutes 28% (2016; 27%) of the Company's gross written
premium and is comparable in size with International Casualty within the International Group. Itis focussed on the
delivery of global insurance solutions to large sophisticated corporate clients.

* International Casualty constitutes a further 28% of gross written premium (2016; 30%) in the Company's portfolio.
The Company specialises in the provision of insurance solutions for large global corporate clients utilisingits global
network. In addition to General Liability products, this category includes Environmental Pollution and Structured
Risk Solutions.

* International Professional Financial Lines constitutes 16% of gross written premium (2016; 16%) in the Company's
portfolio and includes Management Liability, Professional Liability, Crime and Cyber.

Global Lines constitutes 21% (2016; 21%) of the Company's gross written premium and includes Marine, Energy, Political
Risk, Equine, Aerospace, Fine Art and Specie and Crisis Management.

North America constitutes 6% (2016: 6%) of the Company's gross written premium and includes a number of portfolios
including Excess Casualty, North America Casualty and North America Property.

Reinsurance contributes 1% of the Company's gross written premium and represents business written from the India
branch which is new to 2017.

14



Gross Premium Written by Main Solvency Il Geographic Areas
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The increase in the "Other" geography is offset by a reduction in the UK due to the fact that the Asian region wrote
proportionally more businessin 2017 thaninthe prior year. This was mainly inthe Hong Kongbranch due to some significant
new business being underwritten. In addition, the UK branch wrote less business year on year (€44m).

A.1.7 Significant events in the last reporting year

A new branch office in Mumbai, India was set up to provide reinsurance coverage to the local market. Approvals from the
Indian insurance regulator (the "IRDAI") were received in early 2017. Whilst the volume of business being underwritten is
modest, €24m for the year,it enhances the Company's international proposition.

In September 2017 the XL Group announced its intention to redomicile XLICSE from the UK to Dublin, Ireland, in response
to the UK's decision to leave the EU. This is subject to certain regulatory approvals but the Company expect this to be
completed during Q3 2018. With much undecided around Brexit, the communication of this move will create certainty for
the Company's clients and brokers. Relocating XLICSE to Ireland will allow for continuity of service through its' branch
networkin Europe, which enables it to write business in domestic markets and is the main infrastructure for the Company's
Global Programs business.

XL Group Ltd (“XL") has entered into a definitive agreement and plan of merger (the “Merger Agreement”) with AXA SA
("AXA")dated March 5, 2018, under which AXA would acquire 100% of XL's common shares in exchange for cash proceeds
of $57.60 per common share, or approximately $15.3 billion in the aggregate (the "AXA Transaction”). The Merger
Agreement provides that, subject to the satisfaction or waiver of certain conditions set forth therein, XL will merge with an
existing AXA subsidiaryinaccordance withthe Companies Act 1981 of Bermuda (the “Merger”), with XL survivingthe Merger
as a wholly owned subsidiary of AXA. All preferred shares issued by subsidiaries of XL will remain issued and outstanding
upon completion of the Merger. The Merger is expected to close during the second half of 2018, subject to approval by the
XL shareholders and other customary closing conditions, including the receipt of required regulatory approvals. The Merger
Agreement, among other stipulations, permits: (i) XL to pay out regular quarterly cash dividends not to exceed $0.22 per
XL common share per quarter, (i) subsidiaries of XL to pay period cash dividends on preferred shares not to exceed amounts
contemplated by the applicable bye-laws or resolutions approving such preferred shares, and (iii) subsidiaries of XL to pay
dividends to XL or any subsidiary of XL.

15



A.2. Underwriting Performance

A.2.1 Underwriting performance: Current year

Since the Company prepares its financial statements in accordance with UK Generally Accepted Accounting Principles
(GAAP), the underwriting performance information provided in this section is on a UK GAAP basis unless otherwise stated.

The tables below provides the 2017 and 2016 gross premiums written and net earned premiums on a Solvency Il Line of
Business basis:

2017
Fireand
Marine, other
Income aviationand damage to General Credit and
protection transport property liability suretyship Miscellaneous Total
insurance insurance insurance insurance insurance financial loss Other 2017
€'000 €'000 €'000 €'000 €'000 €'000 €'000 €'000
Gross
Premiums
Written 2,784 226,790 692,348 1,118,983 87,754 120,567 21,434 2,270,660
Net
Premiums
Earned 592 57,671 170,669 290,709 15,204 30,368 11,171 576,384
Net Loss
Ratio 53.7% 63.2% 50.5% 102.3% 18.9% 49.5% 44.4% 76.9%
Combined
Ratio 270.9% 158.3% 98.4% 123.0% 42.9% 73.0% 69.5% 113.6%
2016
Marine, Fire and other
aviation and damage to General Credit and
transport property liability suretyship Miscellaneous Total
insurance insurance insurance insurance financial loss 2016
€'000 €'000 €'000 €'000 €'000 €'000
Gross Premiums Written 199,059 563,695 1,000,609 117,977 108,140 1,989,480
Net Premiums Earned 56,046 156,957 271,373 16,455 30,881 531,712
Net Loss Ratio 74.6% 61.0% 69.5% 85.4% 43.6% 66.7%
Combined Ratio 139.4% 101.1% 111.8% 141.8% 222.7% 119.0%

The business is not managed on a Solvency Il basis, however the only significant difference from UK GAAP is in the net
loss ratio which is driven by the Solvency Il adjustments to arrive at the economic balance sheet position.
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The table below provides the 2017 and 2016 key performance indicators on a UK GAAP basis:

2017 2016
€'000 €'000
Gross Premiums Written 2,270,660 1,989,480
Net Premiums Earned 576,384 531,712
Net Loss Ratio 81.8% 75.4%
Combined Ratio 112.6% 120.8%

Many aspects of the financial performance of the Company in 2017 were encouraging, in a year where the Company
demonstrated the combined strength of being XL Catlin for a second successive year. The Company grew the top line by
14% (circa €0.3bn) when compared to the previous year,largely due to the continued strategic alignment of the businesses
written on the International carriers of XL Group Ltd. The Company now has a larger and more diversified portfolio of risks
and expects the benefits to continue to flow through the financial results over time.

However,the final results are disappointing with aloss before taxation of €90 million (2016: Loss €81m). Thelossisreflective
of two key items: 1) Significant adverse prior year development in the Financial Lines book of business. The Company also
recognised a smaller deterioration in the Political Risk and Primary Casualty books but these were somewhat offset by
favourable movements in Environmental and Structured Risk Solutions business. The total adverse prior year development
for the year was €139m. 2) Losses from Q3/4 CAT activity (Hurricanes Harvey, Irma, Maria and the California Wildfires) had
a significant impact on the financial results for the year. Total CAT activity was €133m.

The tables below provide the 2017 and 2016 Gross Written Premium and Net Premiums Earned performance by
geographical area:

2017 GB GERMANY FRANCE SPAIN AUSTRALIA SINGAPORE OTHER TOTAL
€'000 €'000 €'000 €'000 €'000 €'000 €'000 €'000
Gross Premiums
Written 432,510 355,126 221,600 202,408 167,891 121,238 769,887 2,270,660
Net Premiums
Earned 124,838 96,201 59,948 40,505 28,601 37,390 188,901 576,384
2016 GB GERMANY FRANCE SPAIN AUSTRALIA SINGAPORE OTHER TOTAL
€'000 €'000 €'000 €'000 €'000 €'000 €'000 €'000
Gross Premiums
Written 476,412 288,486 198,042 159,377 131,215 124,847 611,101 1,989,480
Net Premiums
Earned 142,232 76,392 53,057 29,023 46,049 26,338 158,621 531,712

The increase in the "Other" geography is offset by a reduction in the UK due to the fact that the Asian region wrote
proportionally more businessin 2017 thaninthe prior year. This was mainly inthe Hong Kongbranch due to some significant
new business being underwritten. In addition, the UK branch wrote less business year on year (€44m).
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A.3. Investment Performance

The primary objective of the Company's investment strategy is to maximize the risk adjusted return on economic capital
employed subject to a variety of constraints including: maintaining adequate regulatory and rating agency capitalization;
maintaining sufficient liquidity to ensure payment of claims, operating expenses and other obligations even during stressed
scenarios; and generating stable net investment income.

The Company holds investment grade fixed and variable income portfolios denominated in a variety of currencies, which
broadly correspond to the respective liabilities of the Company. Assets representing capital of the Company, which are not
matched to specific liabilities, are generally held in Euro.

The Company uses a fair value hierarchy for its AFS portfolio that prioritises inputs to its valuation techniques which are
usedtomeasurefairvalue. The hierarchy gives the highest priority tounadjusted quotedpricesinactive markets foridentical
assets, 6% of the total portfolio, and then quoted prices in markets that are not active or inputs that are observable either
directly or indirectly (92% of the total portfolio). The equity accounting method is used for the Affiliates holdings, 2% of the
total portfolio.

Total portfolio performance for the year increased by 29bps from the prior year to 2.12%. The Non-Fixed Income portfolio
continuedto have strongreturnsin 2017, although down slightly fromthe prior year. As with the prior year, Corporate Credit
Assets and Government-related Assets drove the performance of the Fixed Income portfolio for the year slightly offset by
weaker returns from the Structured Credit Assets.

2017 2016
% %
Total Portfolio 2.12% 1.83%
Fixed Income Portfolio 1.82% 1.23%
Non-Fixed Income Portfolio 6.59% 6.53%

The total investment returnis €18.4m (including realised and unrealised losses), compared to €27.2m last year. Investment
incomehasdecreasedfrom€54.2mto€38.4myearonyear. PublicEquity,Corporate Credit Assets and Government-related
Assets portfolios positively contributed to performance for the year with the exception of the Structured Credit portfolio
which detracted from total investment return

A.3.1 Investment performance during the reporting period

Net income and expenses arising from investments by asset class during the reporting period were as follows:

Net Net
investment investment
return return
Solvency Il Asset Class 2017 2016
€000 €'000
Investment Fund
Equities Fund 2,297 257
Bonds
Government Bonds (2,396) 14,586
Corporate Bonds 22,083 14,122
Collateralised securities (340) 148
Cash and cash equivalents 2,845 7,973
Investment management expenses (6,074) (9,848)
18,415 27,238
Below are components of the net investment return:
2017 2016
€'000 €'000
Income from financial investments 37,328 45,566
Net gains on the realisation of investments 1,106 8,645
Unrealised losses on investments (13,945) (17,125)
Investment management expenses (6,074) (9,848)
18,415 27,238
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A.3.2 Gains and losses recognized directly in equity

Realised gains and losses on investments are calculated as the difference between sale proceeds and purchase price.
Unrealised gains and losses on investments represent the difference between their valuation at the balance sheet date and
their purchase price or,where acquired in previous years, their valuation at the last balance sheet date, together with the
reversal of unrealised gains and losses recognised in earlier accounting periods in respect of investment disposals in the
current period.

Allinvestment gains and losses are recognized in the income statement.

A.3.3 Investments in securitisation

The Company invested in asset backed securities with a market value of €194m at December 31,2017 (2016: €186m)

2017 2016

€'000 €'000
Agency mortgage-backed securities 102,805 79,177
Commercial mortgage-backed securities (CMBS) 215 5,639
Non- Agency mortgage-backed securities — 479
Covered Bonds * 89,935 97,016
Pfandbriefe ** — 2,718
Other asset-backed securities 811 1,061
Total Fixed Income investments in securitisations 193,766 186,090

*Covered bonds are debt securities backed by cash flows from mortgages or public sector loans. They are similar in ways
to asset-backed securities created in securitisation, but covered bond assets remain on the issuer’s consolidated balance
sheet (usually with an appropriate capital charge).

**The Pfandbriefe, a mostly triple-A rated German bank debenture, has become the blueprint of many covered bond

models in Europe and beyond. The Pfandbrief is collateralised by long-term assets such as property mortgages or public
sector loans as stipulated in the Pfandbrief Act.

A.4. Performance of other activities

Other income and expenses are set out below:

2017 2016

€000 €000

(Loss)/Gain on foreign exchange (26,265) 18,250
Impairment of Group undertakings (13,403) (7,051)
Other Income/(charges) 3,705 (8,595)
Canada receivable written off (13,863) —
(49,826) 2,604

The Company operates in a number of overseas branches. Each overseas branch determines its own functional currency
based on factors specific to its operations and is usually the currency of the primary economic environment in which it
operates. Foreign exchange gains and losses resulting from the settlement of foreign currency transactions and the
translation of foreign currency denominated monetary assets and liabilities at year end exchange rates are recognised in
the income statement as part of other charges.

The Company has no leases classified as finance leases throughout the reporting period.
Leases,whereasignificant portionoftherisksandrewards of ownership areretainedby thelessor,are classifiedas operating

leases. Payments made by the Company for operating leases are charged to the statement of profit or loss on a straight-
line basis over the period of the lease.

Total operating lease charges paid during the year:

2017 2016
€000 €000
Land and buildings 2,573 3,882
Other leases 33 106
2,606 3,988
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A.5. Any other information
The Company has not availed itself of any transitional arrangements following the introduction of the Solvency Il Directive.

There is no other material information regarding the business and performance of the undertaking.
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B. System of Governance

B.1. General information on the system of governance
This section providesdetails ofthe Company’s management structure alongwithrolesandresponsibilitiesand committees.

The Company'’s governance framework begins with the Board and the Board Committees (for further information see
below.

The Board is composed of a mixture of executive and non-executive directors.

The names of the persons who are directors of the Company as at the date of this report are:

Claire Ighodaro, Non-Executive Chair of the Board

Paul Wilson, Non-Executive Chair of the Board Risk and Reserving Committee and Senior Independent Director

Bryan Joseph, Non-Executive Chair of the Audit Committee

Claus-Michael Dill, Non-Executive

Jason Harris, Chief Executive Officer

Paul Bradbrook, Chief Financial Officer

Board meetings are held at least quarterly with additional meetings held as required. Detailed Board reports are prepared

and circulated in advance of meetings, addressing all major areas of the Company's operations, encompassing
underwriting performance, financial results, risk management, compliance and reserving.

Governance structure

The Group had previously adopted a Unitary Governance framework for its UK entities (the Company, XL Catlin Insurance
Company UK Ltd ("XLCICL") and Catlin Underwriting Agencies Ltd ("CUAL")). This framework had common Board
membership (the "Unitary Board") and associated committees.

During 2017, the decision was taken to disband the Unitary Governance framework and move to a new structure where the
Company has its own Board and Board Committees. The updated Governance structure is set out below:

XLICSE Governance Structure

XLICSE Board

XL CATLIN
; Board Risk and i Audit Baand..
i i : P 5 Committees
| Reserving Committee ; Committee
Executive Committee ; : i
T i E i Executive
i ; i Committees
Underwriting Risk Monitoring l _______________ : :
Committee Committee ' i
Sub-
i i Committees
Line Management : ; : Eramewark
(Underwriting, Claims, Actuarial, Finance, | ! Risk Compliance : ek Internal s
: ' Management ! Audit Business/
Operations etc) : : Controls Functions
First Line : Second Line : Third Line
Day to day management of riskincluding : Oversight and challenge of risk : Independent Assurance
risk owners i taking i
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The Board seeks to ensure that the operations of the Company are conducted within a framework of prudent and effective
controls that enables effective risk management, and conformity with the applicable legal and regulatory requirements.
The Board sets the risk appetites for the Company. Management are responsible for monitoring risks against risk appetite
and for escalating any risks that breach risk appetite to the Board.

The Board recognises the need for strong organisational governance to ensure there is effective oversight of the
management ofthe business, that seniormanagement exercise theirresponsibilities appropriately,and that robustinternal
systems and controls are in place.

The Board comprises a balance of members of the executive management team and non-executive Directors. It meets at
least four times a year and its key responsibilities include approval of the strategy and risk appetite of the Company.

Inaddition, the Boardhas two Board committees, the Board Risk & Reserving Committee (“BRRC"),and the Audit Committee
("AC"). Supplementing the governance structure are three formal management committees: the Executive Committee
("ExCo"), the Risk Monitoring Committee (“RMC") and the Underwriting Committee ("UC"). Both the RMC and UC
committees report to the ExCo.

The Company undertakes a thorough strategic planning process considered within the overall strategy of the Group and
overseen by the Board. The ExCo is responsible for implementing the Company's strategy, and for the on-going oversight
and management of the risks associated with the strategy.

The ExCo is responsible for ensuring there is a governance framework in place to support the delivery of the Company's
strategic plan by the business. The Company undertakes regular Board effectiveness and Governance reviews to ensure
the governance framework is effective and appropriate.

The Boardis satisfied that the Company's system of governanceis appropriate and effective, takinginto account the nature,
scale and complexity of the risks inherent in the Company's business.

Internal controls

The Company operates a ‘Three Lines of Defence’ approach to ensure effective and robust day to day governance is in
place. The Operational, orthe ‘firstline of defence’, starts withthe employees,who are tasked withidentifyingand managing
risk on a day to day basis as part of their roles. They are supported by the ‘second line of defence’, which is made up of
oversight functions - specifically Risk Management and Compliance. These functions have responsibility for overseeing
and challenging day to day management, control and reporting of risks. The Risk oversight functions are independent of
management and individuals with responsibility for taking onrisk exposures. The Internal Audit Function provides the "third
line of defence’ which provides independent assessment of the effectiveness of the Company's system of internal control
and report to the Audit Committee.

In addition, the Company operates a Framework for Internal Control (“FIC") process which provides assurance on the
controls around financial reporting.

Audit Committee ("AC")

The Audit Committee is responsible for oversight and review of external and internal audit processes and consists of non-
executive directors. In the case of the external audit process, this involves reviewing their terms of engagement, their
proposed audit scope and approach and their performance in the preparation of the statutory financial statements and any
external reporting requirements. In the case of the internal audit function, the role involves agreeing and monitoring the
nature and scope of work to be carried out. This is aimed at providing assurance to management that the internal control
systems are appropriate for the prudent management of the business and are operating as planned.

Board Risk & Reserving Committee ("BRRC")

The Board Risk and Reserving Committee, consists of non-executives andis attended by members of senior management.
Key responsibilities of this committee include advising the Boardin relation to material risk issuesrelating to, or arising from,
the Company's strategy, risk appetite and tolerances; providing review and appropriate challenge to the risk strategy, risk
appetite, stress testing, and oversight arrangements (including oversight of the executive management of risk); overseeing
and challenging the Risk Management and Compliance functions; and overseeing and challenging the reserving processes
and practice.

Executive Committee ("ExCo")

The ExCo is responsible for the development and implementation of the strategy for the Company. This includes
assessment of the performance of the business to ensure risks associated with the strategy and its implementation are
understood and managed with action taken to mitigate those risks and challenges in line with the risk appetite of the
Company. The Board has approved the Risk Management Framework ("RMF") and has charged day to day monitoring of it
to the RMC, which reports to the ExCo.

Underwriting Committee (“UC")

The Underwriting Committee monitors and oversees the underwriting strategy, policy and appetite for the Company. The
UC also advises, makes recommendations and escalates (where necessary) issues to the ExCo.
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Risk Monitoring Committee (“RMC”)

The RMC oversees the risk management framework of the Company,including those risks emanating from regions outside
of the UK.

Key Functions

The Company has in place risk management, compliance, internal audit and actuarial functions who are allowed to operate
free from influences which may compromise their ability to undertake their duties in an objective, fair and independent
manner and in the case of the internal audit function in a fully independent manner.

Each of these functions:

* operates under the ultimate responsibility of,and reports to the Board or Board Committee as appropriate;

e cooperates with the other functions, where appropriate, in carrying out their roles;

* isable to communicate at their own initiative with any staff member and have the necessary authority, resources
and expertise and have unrestricted access to all relevantinformation necessary to carry out their responsibilities;
and

*  promptly report any major problem in their area of responsibility to the Board.

There should be as much independence between functions as possible and the individuals carrying out the internal audit
function do not assume any responsibility for any other function.

The Company has in place written policies in relation to risk management, internal audit, compliance and the actuarial
function and further information on these functions is contained within sections B3 (risk management), B4 (Compliance
function), B5 (internal audit) and B6 (Actuarial Function).

Additionally, the Board has designated underwriting, finance and claims as functions which are of specific importance to
the soundand prudent management of the Company. These functionsallreport directly to the Board. Theriskmanagement,
compliance and actuarial functions report into the Board Risk and Reserving Committee whilst Internal Audit reports to the
Audit Committee.

The underwriting, finance, claims, risk management, actuarial and compliance functions are members of the ExCo .

Remuneration policy and practices

Remuneration Principles

The Company 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.

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 colleagues in
independent control functions is not aligned with the performance of the businesses they oversee, andis 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.

e 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, XL Group shares awarded under the
long-term incentive program are subject to holding and minimum ownership requirements.

The Company's remuneration program does not include any supplementary pension or early retirement schemes for
members of the Board or its other Key Function holders.

Material related party transactions

The Company actively monitors all related party transactions. The material transactions with shareholders, persons who
exercise a significant influence on the undertaking, and with members of the administrative, management or supervisory
body include the intra-Group reinsurance arrangements.

During 2017 XLICSE received three capital injections from its immediate parent company. These were provided for two
reasons a) to ensure that a sufficient buffer was maintained over it's SCR capital requirement in terms of the Board's risk
appetite (injection approximately €65m) and b) forecasting the effect of PYD and CAT exposure for XLICSE indicated more
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capital was required to ensure the Company remained above the buffer. These capital injections illustrate the continued
support the Company has from the Group.

B.2. Fit and proper requirements

B.2.1 Qualifications of the Board and Key Function holders

The Board regularly considers the qualifications necessary for its members. In this regard, the Board believes that its
members should be persons with superior business judgement and integrity, who have knowledge or experience in the
areas of insurance, reinsurance, financial services or other aspects of the business, operations or activities, and who have
distinguished themselves in their chosen fields of endeavour. In addition, the Board believes its members should have the
talent and vision to provide oversight and direction in the areas of strategy, operating performance, corporate governance
andriskmanagementinorderto protecttheinterests ofthe shareholderandthe policyholder whilst maintaining the highest
standards of ethical business conduct. The Company supports these objectives through an ongoing program of compliance
training. The Board believes that each of its Directors contributes a strong background and set of skills to enable the Board
to meet its responsibilities and that Key Function holders possess the skills, knowledge and expertise to carry out their
regulatory obligations.

The Board considers diversity among other factors in assessing the skills and characteristics of Director candidates and the
Board as a whole. This consideration includes a broad evaluation of diversity of viewpoints, skills, experience and other
demographics represented on the Board as a whole. This discussion and evaluation of diversity occurs at the Board and
committee levels.

B.2.2 Recruitment process
All permanent recruitment within the Company is undertaken in line with the standard XL recruitment process.

Human Resources (HR) undertake, on an outsourced basis, a series of checks in relation to a candidate after an offer has
been communicated to them. The offer of employment is made subject to the satisfactory completion of detailed relevant
background checks. These checks are commensurate to the seniority of the position and if the checks are not completed
to the Company's satisfaction or the candidate provides false or misleading information, XL reserves the right to withdraw
the contract. For Executive Management positions these checks include:

. Electoral roll and address search

. Credit review

. Employment history and references

. Academic qualifications

. Identity check

. Prior directorships search

. Compliance database check

. Professional membership and qualifications

. For seniorappointmentsinthe UK whichfallunder the Senior Insurance Managers Regime, HR liaise with Compliance

in relation to necessary regulatory approvals and obtain the information necessary for the approval, including a
regulatory reference.

B.2.3 Code of conduct
The Company operates a Code of Conduct (‘the Code’) that allemployees must adhere to. The Code explains the standards
expected of allemployees and underpins the Company's values and behaviours. The Code applies to allemployees, officers

and directors, including the independent directors on the Company's Board. Anyone acting on the Company's behalf (e.g.
agents, consultants, contractors etc.) is expected to uphold these standards when conducting XL Group business.

B.2.4 Fit & Proper Reassessment

Allemployees are subject to a performance appraisal process, which evaluates, on an ongoing basis, employee’s continued
fitness for their roles and responsibilities and identifies any necessary training and development needs.
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B.3. Risk management system including the own risk and solvency assessment

B.3.1 Risk Management Framework (RMF)

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 the Company's profitability, capital strength and liquidity which is managed by
the Enterprise Risk Management (ERM) function who implement the RMF.

The RMF is reviewed by the RMC and recommended for approval 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:

e Support business objectives and strategy;

*  Obtain 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;

* Improve the Group's ERM rating and credit rating which is applicable to the Company;

e Support regulatory risk management requirements.

The RMC meets regularly and oversees the implementation and embedding of the RMF and monitoring of Company
performance against risk appetite. The RMC has responsibility for overseeing the preparation of the Internal Capital
Assessment /Solvency Capital Requirement (the ‘SCR’) and makes recommendations and escalates any issues to the
Executive and the Board, related to risk and capital management. The RMC 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 RMC and support understanding of the risk profile.

The RMF comprises the following:
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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 Company has an appointed Chief Risk Officer (CRO) and the RMC to oversee more detailed risk
management activity and the Board approved risk appetites.

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 onrisk 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 the Company's strategic objectives, with
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appropriate levels of capital with excess 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

* Riskreporting to the RMC, the Board and other stakeholders (e.g. regulators).

Risk Appetite Framework ("RAF")

The Company's Risk Appetite Framework ("RAF") is a key dimension to the risk management strategy and 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
onregulatory capitalatrisk, tolerances torisks from materialindividual events (e.g. natural catastrophes (NAT CAT), realistic
disaster scenarios ("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 2018
business planning process andit was determined that all statements and tolerances were appropriate to allow the Company
to execute the 2018 business plan.

Therisk strategy and risk appetite frameworks are supported by the following:

* Risk Governance - sets out aclear and cost effective organisational structure for risk management, including clear
roles and responsibilities. As part of the Risk Governance Framework the Company operates a ‘Three Lines of
Defence’ governance structure, at a functional level as well as a management committee level.

* Risk Policies - document the Company's approach to the management of each category of risk to which the
Company is exposed.

* Riskdefinitionand categorisation - provides acommon taxonomyandlanguage forrisk to allow for categorisation
of all risks in a way which facilitates links between the business, risk management processes and Internal Capital
Model ("ICM").

* Risk cycle and processes - are the approach taken to top down, bottom up and process led risk identification,
quantification and management and control.

¢ Risk-based decision making (“use test”) - The results of the ORSA and the insights gained in the ORSA process
are taken into account for a range of business decisions.

¢ Risk Management Information and Reporting, including ORSA Production - ensuring timely and accurate
information is reviewed in line with the governance structure.

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

Risk Reporting

A risk dashboard is presented on a regular basis to the RMC. The dashboard measures the status against risk appetite
statements and the associated monitoring triggers and limits using the latest output from the business, the ICM, and
Standard Formula. 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
through the CRO Board report.

B3.2 Ownrisk and solvency assessment ("ORSA")

The Company's ORSA 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 C