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Our history is a story of resilience.

It tells how a small group of professionals,

armed with nothing more than ideas, expert-

ise and capital, were able to build one of

the most successful organizations of its kind,

triumphing over competitive challenges, mar-

ket cycles, setbacks and natural disasters.

Told against the backdrop of 2005, during

which three of the worst hurricanes ever

recorded struck the United States, the

XL group story provides a compelling insight

into how we developed and the qualities

that set us apart.

Formed during the casualty insurance crunch

of the mid 80s, XL established a reputation

for being able to provide capacity during

severe market dislocations. XL regarded the

reinsurance crisis following Hurricane Andrew

in the early 90s, and the transformation 

of the insurance markets post 9/11, as

opportunities to demonstrate expertise and

staying power.

XL’s resilience is born out of strong under-

lying fundamentals: disciplined underwriting,

sophisticated risk management skills, global

scale, diversification, an ability to respond

nimbly to change and, most important of all,

our capital and our people.

Resilience is about more than mere survival.

It is about being buoyant, about rebounding

as strong, if not stronger, than ever. 

ON THE FRONT COVER

Coconut

Coconuts can float for six months or more across

thousands of miles of ocean, and still germinate once

they make landfall on a tropical beach. The coconut

tree thrives in sandy, saline conditions, and can survive

hurricane force winds. 
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Despite ... being overshadowed by the 

worst hurricane season ever recorded, 

the underlying fundamentals of our 

performance remained buoyant.

Brian M. O’Hara
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For the 12 months ended December 31,

2005, XL recorded a net loss to ordinary

shareholders of $1.3 billion. This included

net losses of $1.9 billion from natural catas-

trophes in the 3rd and 4th quarters, and a

charge of $809 million in the 4th quarter fol-

lowing the Winterthur Decision relating to our

acquisition in 2001 of certain of Winterthur

International’s insurance operations from

Winterthur Swiss Insurance Company.

As a result of these developments and their

effect on our balance sheet, we moved

quickly to replenish our capital base and, 

in December 2005, succeeded in raising 

$3.2 billion through the issuance of ordinary

shares and equity security units. The offer-

ing, which was oversubscribed, was one of

the largest equity offerings for the property

and casualty insurance industry.

We would have preferred not to have need-

ed to raise any capital. However, the fact that

we were able to raise such a large amount of

capital was a major achievement. I believe

that it represented a huge vote of investor

confidence in XL, in the experience and ex-

pertise of our people, and in our resilience as

a fundamentally strong organization. Our

enduring record as a leading global franchise,

built over the last 20 years, resonated with

investors just as it did with other stakehold-

ers. I believe it was our reputation for long-

term financial strength that underpinned the

trust that our investors placed in us at the

end of 2005.

Despite these challenges, and being over-

shadowed by the worst hurricane season

ever recorded, the underlying fundamentals

of our performance remained buoyant. High-

lights for the year included: 

– Total net invested assets reached $41.6 

billion, up 28% from December 31, 2004,

and total assets were $58.5 billion, up 19%

– Cash flow from operations was $4.2 

billion, with structured and spread 

business contributing a further $2 billion 

– Net investment income from general 

operations rose 30%

– The combined ratio from general opera-

tions was 132.9% or 92.1% excluding

the impact of the Winterthur Decision

and the 2005 natural catastrophes

– The contribution from our Financial

Products and Services segment

increased 66% to $235 million

– Total operating expenses were 

reduced almost 7%. 

DEAR FELLOW SHAREHOLDERS,

An unprecedented increase in the frequency and severity of natural 

catastrophes, combined with the charge relating to the conclusion of the 

independent actuarial process with Winterthur Swiss Insurance Company 

(the “Winterthur Decision”), made 2005 an extremely disappointing year

for XL Capital Ltd and its operating subsidiaries (“XL”).

Letter to
Shareholders
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While I intend to comment in greater detail on

the Winterthur Decision, I believe it to be of pri-

mary importance to view our operating

results in the appropriate context. The natural

catastrophes of 2005, which included Hurr-

icane Katrina, the costliest-ever storm and

the sixth-strongest hurricane since record-

keeping began in 1851, not only impacted

our company but also effectively stress-tested

the entire risk transfer industry in 2005. 

Two of the largest reinsurers published reports

in February and March 2006, estimating that

global economic losses from natural catas-

trophes ranged between $212-$230 billion

in 2005, and insured losses ranged between

$83-$94 billion in 2005.

It was against this grim background, and the

knowledge that seven of the 10 largest

insured loss events of all time have occurred

in the last four years, that we re-examined

our risk measurement and management

provisions. We also recognized that some of

our stakeholders have lowered their toler-

ance of earnings volatility. Following this crit-

ical assessment, undertaken by a team

headed by our Chief Risk Officer, we have:

– Begun an accelerated process to reduce
our net catastrophe-exposed risks 

– Executed a quota share agreement with
Cyrus Reinsurance Company Ltd that will
allow us to manage down our net expo-
sures while maintaining our lead market
position in property catastrophe reinsurance

– Reduced our offshore exposures 
in the Gulf of Mexico 

– Selectively re-underwritten other 
catastrophe risks

– Worked with the catastrophe modeling
companies to improve the accuracy of
modeling potential losses on large com-
mercial property portfolios and modeling 
estimates of insured loss once incurred.

Meteorologists are forecasting another active

hurricane season for 2006 and though debate

continues on the longer-term implications of

climate change, we believe we have taken

appropriate steps to lessen the potential for

catastrophe-driven volatility in our performance.

One particularly notable bright spot among

our operations in 2005 was the outstanding

performance of our Financial Products and

Services (FP&S) segment. FP&S, which pro-

vides us with an earnings stream largely

uncorrelated to our insurance and reinsur-

ance businesses, had a 66% increase in

contribution from financial operations, which

rose to $235 million for the year. The financial

guaranty platform, which has been a large

driver of growth within this segment, posted

record adjusted gross premiums of $404

million against $297 million in 2004.

Additionally, our XL Financial Solutions unit,

which became part of FP&S last year and

comprises structured finance and risk man-

agement, weather and energy, and political

risk operations, was also a major contributor

to the segment’s net income. 

Among the business and operational initia-

tives undertaken last year, we:

– Started a new Excess & Surplus lines 
unit, a natural evolution of our insurance 
operations, dedicated to providing primary
casualty coverages to mid-size and large
businesses in the US

– Reorganized our Insurance segment, 
creating the position of Chief Operating
Officer, responsible for the underwriting,
sales and regional management of XL’s
worldwide insurance operations 

– Completed our largest-ever annuity 
reinsurance transaction in our Life 
and Annuity reinsurance operations 
at $1.8 billion

– Implemented a state-of-the-art 
reinsurance pricing and risk analysis
model across all business units 
in our Reinsurance segment 

– Acquired a minority interest in Artemis
Advisors, an investment advisor in New
York, as part of our continued program
of developing strategic relationships 
with talented investment professionals

– Strengthened the Fine Art & Specie 
unit and appointed a new underwriting 
team to develop International Aviation 
business at XL London Market 
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– Formed a new underwriting unit to handle
North American casualty umbrella and
excess business in London with capacity
of $50 million

– Launched a searchable database called
LossLink to help customers gain a better
understanding of risks.

Additionally, as we entered 2006, we an-

nounced the opening of our representative

office in China and our plans to form a joint

venture insurance company in Brazil with

Banco Itaú Holding Financeira. 

These were all significant initiatives, designed

to strengthen our ability to position XL in

favorable, transformational markets. However,

without a company-wide focus on achieving

successful execution, we would be unable 

to respond effectively to opportunities. Thus,

the ability to execute, which was a priority

before, remains a key part of our strategy;

but not execution capability at any price!

Indeed, in my previous letter, I remarked that

aggressive management of operating ex-

penses was required and that we were tar-

geting a 5% expense reduction for 2005.

Thanks to the success of Productivity and Ex-

pense Management initiatives commenced

last year, we were able to reduce these 

expenses by almost 7%, bringing them in 

at $982 million for the full year. (This also

reflected a reduced level of compensation

based on our pay-for-performance culture.)

We expect to achieve further efficiencies in the

future, both as a result of a new global strategy

to develop a more efficient financial control and

reporting infrastructure to support our global

businesses through our Financial Reporting

& Control Project, and as we expand our

Operations Center India, an initiative intended

to achieve sustainable benefits from locating

operations centers offshore, in order to deliver

cost savings and servicing improvements.

Along with our execution culture, XL’s overall

corporate culture remained a differentiator

and therefore a strong focus for us in 2005. 

I believe successful companies typically have

a high percentage of engaged employees

who understand their company’s objectives,

how they will be achieved and what is

required of them. Our One Company change

program has led this effort to shape the XL

culture. Last year, to take the program to the

next level, we launched a book, “It’s Just

Good Business” (IJGB), at a series of Leader-

ship Development Program meetings. IJGB is

a fact-based but fictional account of how XL

employees, ranging from the deeply skeptical

to the wildly enthusiastic, are responding to

our change program. Designed as a tool to

help managers communicate our core values

and culture to their teams, IJGB is intended

to encourage open and free exploration of

the ideas that will continue to help shape

and develop XL.

Turning to the Winterthur Decision, I would

like to stress that despite our disappoint-

ment that the Independent Actuary did not

rule in our favor, we consider the acquisition

of Winterthur International to have been a

strategic and financial success. It has proved

a positive element in our overall growth strat-

egy, allowing us to expand our insurance

franchise in Europe and giving us a stronger

global presence at a pivotal point in the

insurance cycle. From a timing perspective,

the acquisition positioned us to respond

powerfully to the market-changing events of

9/11. For a more detailed analysis of the

Winterthur Decision, I invite you to turn to the

Q&A discussion with Clive Tobin, Chief Exec-

utive of Insurance Operations, on page 11. 

While last year was not short of challenges,

XL showed itself to be long on the leadership

expertise needed to respond to them and I

was able to tap into our powerful management

bench strength. Following our increased

strategic focus on delivering quality business

services to support global operations, I asked

Henry Keeling, then the Chief Executive of

Reinsurance Operations, to take on the mission

of overseeing the development of business-

critical services that tie XL together world-

wide as well as continuing to oversee our
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Reinsurance life operations. I did so knowing

that Jamie Veghte, the Chief Executive Officer

of XL Reinsurance America Inc., a skilled and

experienced manager and reinsurance under-

writer, could provide the leadership of our

Reinsurance general operations. Similarly,

when Chief Investment Officer Chris Greetham

advised me of his wish to retire in September

2006, I had no hesitation in appointing Sarah

Street, currently Chief Executive of XL

Capital Investment Partners Inc., as his 

successor. Concurrent with these appoint-

ments, both Sarah and Jamie have joined

the Executive Management Board of XL.

XL is truly fortunate to have access to such a

deep pool of intellectual capital. While our

current management strength is in good

shape, I have also recognized the need to

nurture and develop the next wave of leaders

and thinkers. Accordingly, to help enhance

and formalize our pipeline of next generation

leadership talent, I announced the formation

of our Executive Management Group (EMG)

in 2005. Comprising a membership of approx-

imately 50 of our most senior executives

under the Executive Management Board

level, I have charged the EMG with the task

of executing on our corporate strategy and

working with XL’s leaders to develop an

actionable and operational road map that will

lead us to 2010.

I was also pleased to announce in January

2006 that Joseph Mauriello had joined XL’s

Board of Directors. Formerly Deputy Chairman

and Chief Operating Officer of accounting

group KPMG LLP, Joe brings considerable

expertise and insight, developed over the

course of a 40-year career in the global

financial services industry.

In 2006, our 20th anniversary year, XL will be

marking this milestone in our history with a

series of activities commemorating our for-

mation in 1986. Key among these is a Global

Day of Giving, scheduled for June 16, 2006,

when XL employees worldwide will spend

one business day working to benefit their

local communities by engaging in an activity

of their choosing. Additionally, as an out-

reach to our customers, we will be inviting

them to join us in celebrating our 20th

anniversary by attending one of our XL Con-

gresses, in either Berlin or Boston.

For 2006, I predict we will see pricing in 

the insurance and reinsurance markets re-

approaching cyclical peaks, with overall rate

increases in catastrophe-exposed lines, re-

structuring of the marine and energy busi-

ness, and firming of casualty and pro-

fessional liability pricing. We will seek new

opportunities in our insurance and life rein-

surance businesses, while maintaining our

view that we should not be driven by top-line

premium growth unless it is profitable and

meets our demanding standards and inter-

nal hurdle rates. 

During 2006, we intend to focus on the opti-

mal structure for our Financial Products and

Services segment in order to maximize its

potential for profitable long-term growth. We

are also currently exploring a number of

strategies to provide our triple-A companies

greater ratings independence.

I believe that XL is well positioned. We have

a rock-solid financial foundation and a talent-

ed management team fully aligned to deliver

results and reinforce the diversification of our

business lines and our global platform.

I will not dwell on past difficulties, nor will 

I gloss over them. 2005 was a truly trying

period for XL. Yet, thanks to your unwavering

support as shareholders, and the dedication,

experience and expertise of our employees, 

I am pleased to say that we not only with-

stood the tests of 2005 but can look forward

with optimism to the challenges and oppor-

tunities of 2006. 

Brian M. O’Hara

President and Chief Executive Officer
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01 BRIAN M. O’HARA

President and Chief Executive Officer

President and Chief Executive Officer

since 1994. Over 36 years of experience

in the industry, 20 with XL. Chairman,

Association of Bermuda Insurers and

Reinsurers. Director/Trustee of several

leading insurance and business institu-

tions including: International Insurance

Society, US Chamber of Commerce, Ins-

urance Information Institute, American

Institute for Chartered Property and Cas-

ualty Underwriters. BSc Economics, Uni-

versity of Santa Clara. CPCU designation.

02 CLIVE R. TOBIN

Executive Vice President and
Chief Executive of Insurance Operations

Chief Executive of Insurance Operations

since 2004. Over 32 years of experience,

26 in the industry and 10 with XL, formerly

as Chief Executive of XL Insurance Global

Risk, the large commercial property/

casualty insurance business of XL. Pre-

viously President of Rockefeller Insurance

Company and Vice President, Marsh &

McLennan. BSc Management Sciences,

Manchester University Institute of Science

and Technology.

03 PAUL S. GIORDANO

Executive Vice President and Chief Executive of
Financial Products and Services Operations

Chief Executive of Financial Products and

Services Operations since 2004. Over 16

years of experience, nine with XL, formerly

as General Counsel and Secretary of XL

Capital Ltd and XL Insurance (Bermuda)

Ltd, among other XL companies. Previously

with Cleary, Gottlieb, Steen & Hamilton

and Clifford Chance. Graduate of Oxford

University and Harvard Law School; BA

University of Missouri. 

04 FIONA E. LUCK

Executive Vice President and 
Global Head of Corporate Services

Global Head of Corporate Services since

2004. Over 26 years of experience, 23 in

the industry and seven with XL, formerly

as Head of Group Operations. Previously

EVP Financial Lines and Joint Ventures at

ACE Limited and MD for Marsh &

McLennan Global Broking office in Ber-

muda. Member of the Institute of Chartered

Accountants of Scotland. BA Economics

and Finance, Manchester University.

05 CHARLES F. BARR

Executive Vice President and General Counsel

General Counsel since 2004. Over 33

years of experience in the industry includ-

ing four with XL, formerly as General

Counsel to X.L. America, Inc. Previously

General Counsel and Assistant General

Counsel at a number of US insurance

companies including General Rein-

surance Corporation and General Accident

Insurance Company. JD Cum Laude

Suffolk University Law School; BA Cum

Laude Boston College. Member of Mass-

achusetts and Connecticut Bars. CPCU

and ARM insurance designations.

06 HENRY C. V. KEELING

Executive Vice President, Global Head 
of Business Services and Chief Executive
of Reinsurance Life Operations

Global Head of Business Services and

Chief Executive of Reinsurance Life 

Operations since 2005. Over 31 years 

of experience in the industry, 13 with 

XL, formerly as Chief Executive of Re-

insurance Operations of XL Capital Ltd

and President, Chief Operating and

Underwriting Officer of Mid Ocean Re-

insurance Ltd. Previously Deputy Under-

writer of Lloyd’s Syndicate 51 and

Director of Taylor Clayton (Underwriting

Agencies) Ltd. 

07 CHRISTOPHER V. GREETHAM

Executive Vice President 
and Chief Investment Officer

Chief Investment Officer since 1996. Over

34 years of investment experience, 24 

in the industry and 10 with XL. Previously

Chief Financial Officer of OIL Insurance

and related group of companies, VP 

at Bankers Trust and analyst at De Zoete

& Bevan – London Stockbroker. MSc 

and BA Economics, Newcastle-Upon-

Tyne University.

08 ANTHONY E. BEALE

Executive Vice President and 

Head of Global Human Resources

Head of Global Human Resources since

2000. Over 30 years of experience in

Financial Services in the US, Europe 

and Bermuda, five with XL. Previously a

Managing Director with J.P. Morgan and

with Santander Investment Securities.

09 JERRY M. DE ST. PAER

Executive Vice President 

and Chief Financial Officer

Chief Financial Officer since 2001. Over

20 years of experience in the industry and

five with XL. Previously MD of Hudson

International Advisors, MD Insurance at

J.P. Morgan, Chief Financial Officer of The

Equitable Companies and Executive Vice

President of AXA. MA International Fin-

ance, Johns Hopkins University’s Paul Nitze

School of Advanced International Studies;

BA Mathematics, North Central College.

10 SARAH E. STREET

Executive Vice President and Chief Executive

Officer of XL Capital Investment Partners Inc.

Chief Investment Officer designate since

January 2006 and Chief Executive Officer

of XL Capital Investment Partners Inc.

since 2001. Over 20 years of experience

in global financial markets, working in

both the US and Europe. Previously with

JPMorganChase. BA Honors, St. Hugh’s

College, Oxford University.

11 JAMES H. VEGHTE

Executive Vice President and Chief Executive

of Reinsurance General Operations 

Chief Executive of Reinsurance General

Operations since January 2006. Over 28

years of experience in the industry, 12

with XL, formerly as Chief Executive of 

XL Reinsurance America Inc. and other

senior roles within the XL Capital group of

companies. Previously with Winterthur

Reinsurance Corp of America. BA Wash-

ington and Lee University.



Soaptree Yucca

The Soaptree Yucca flourishes on the dry, sandy plains

and desert grasslands of Mexico. Its narrow, funnelled

leaves channel scarce rainwater towards its center.

This hardy plant can grow up to 20 feet high and 

produces a flower stalk that reaches to 30 feet.

XL Insurance companies offer a wide range of commercial property, casualty, professional

and specialty risk products and services on a global basis for 5000 of the world’s

largest and fastest growing companies. With a fundamentally strong financial rating 

and seasoned, highly respected underwriters, XL Insurance companies often lead

large, complex or challenging risk programs offering stand-alone or truly integrated

approaches to managing and transferring risk.
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Q : How did the Insurance segment

stand up to the trials of 2005? 

CLIVE : The fundamentally strong perform-

ance of our businesses was overshadowed

by the financial impact of the unprecedented

insured hurricane losses during the 2005

Atlantic hurricane season and the conclusion

of the independent actuarial process with

Winterthur Swiss Insurance Company. 

2005 was the costliest year on record in the

US for natural catastrophes. Both hurricanes

Katrina and Rita caused extensive damage

to the marine and offshore energy fields in

the Gulf of Mexico, as well as devastating

property on the US mainland. XL is a major

offshore energy and US property insurer. The

hurricanes were not only costly but extremely

complex from a claims perspective. Assess-

ment of offshore energy claims requires highly

specialized equipment and personnel. The

impact of two back-to-back hurricanes, along

with physical safety issues, delayed inspec-

tions and drove demand for these limited

specialized resources. Onshore, extensive

flooding and lack of access to damaged

property for significant periods proved chal-

lenging in determining the amount of loss

caused by windstorm and flood. Our esti-

mated pre-tax net catastrophe losses for the

Insurance segment in 2005, including rein-

statement premiums, were $1.0 billion.

The lessons learned from these events, par-

ticularly those involving dual perils such as

flood and wind, are quickly being incorporated

into our risk management process. This in-

cludes working with the catastrophe model-

ing companies to improve the accuracy of

modeled losses on large commercial property

portfolios. We are also actively reducing 

our catastrophe exposures. Whether the in-

creased catastrophe events of the past two

years are a temporary aberration or repre-

sent a longer-term climatic change, it is clear

that this frequency and dramatically in-

creased severity is driving too much volatility

in our performance. 

Q : Excluding these extraordinary

events, how would you assess results

for the year?

CLIVE : We are generally reluctant to talk

about what our results would have been ‘but

for’ major losses, as they are an inevitable

part of our business. However, given the dis-

proportionate impact of the unprecedented

catastrophic losses and the conclusion of

the independent actuarial process with

Winterthur Swiss Insurance Company on our

numbers in 2005, viewing our performance

without this level of volatility actually provides

a better insight into our book of business.

Clive R. Tobin

Executive Vice President
and Chief Executive 
of Insurance Operations

Insurance

OPERATIONS REVIEW
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Stanley Lee

Finance,

Bermuda

Colin Sprott

Specialty,

London

René Huber

Specialty, 

Zurich

Diane Amodeo

Casualty,

New York

We remain quite pleased with the underlying

performance of our core book of business

during 2005. Excluding these catastrophes

and the charge relating to the independent

actuarial process, our combined ratio would

have been 91.6%, generating an underwriting

profit of $384 million. Net earned premium

increased slightly to $4.2 billion (up from $4.1

billion in 2004), but our gross written premium

was down from $5.9 in 2004 to $5.8 billion,

reflecting a softening in market prices that

was seen particularly in early 2005. 

It is important to note that our goal remains

underwriting profitability, not top line growth.

We are seeking to maintain and improve our

balance across various products and regions.

We view this diversification as a strength. 

Q : What about new business oppor-

tunities in 2005?

CLIVE : In 2005, we announced the

launch of a new excess and surplus lines unit.

The new unit will primarily write casualty bus-

iness but will also have the capacity to pro-

vide ancillary property coverages. We also

strengthened our US primary casualty oper-

ations with our acquisition of the renewal

rights to a substantial portion of Argonaut

Insurance Company’s risk management

book of business. Earlier in the year, we

hired a new London-based gross line US 

liability underwriting unit that underwrites 

North American casualty umbrella and ex-

cess business, and in Australia we hired a

professional lines unit to augment our grow-

ing international professional business head-

quartered in Paris, France. 

We are also seeing the results of earlier initia-

tives. Our select professional and design

professional units are producing quality busi-

ness in line with our expectations. 

We continue to look for new opportunities

but, again, our focus is on finding business

that adds to our profitability, not simply 

market share. It also reflects our continuing

strategy of seeking growth opportunities

while minimizing exposures to past liabilities.

None of our initiatives in 2005 involved taking

on past liabilities.
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Q : How do you view the Winterthur

International acquisition in the light

of the recent Independent Actuary’s

final report?

CLIVE : We were, of course, disappoint-

ed with the result of the independent actuar-

ial process with Winterthur Swiss Insurance

Company. However, we still consider the

Winterthur International (WI) acquisition a

strategic and financial success. It was a crit-

ical move in the XL growth strategy, allowing

us to expand our franchise in Europe partic-

ularly, and become a recognized global

leader. We continue to see organic growth

potential and the ability to distribute more

specialty products through this platform. 

One of the core goals of our growth strategy

is to minimize exposures to past liabilities. In

the case of WI, we wanted their global plat-

form, which meant acquiring the global legal

entities and the liabilities on their balance

sheets. The net reserve seasoning process,

which included the independent actuarial

process, was an important component 

of the sale and purchase agreement with

Winterthur Swiss Insurance Company to

allow us to be reimbursed for estimated

increases in these liabilities for a subsequent

period of years. While our view of these ulti-

mate liabilities remains greater than that con-

cluded by the Independent Actuary’s final

report, the net reserve seasoning process

has resulted in our receiving $575 million,

including interest, of additional funds. We also

need to remember that 10 weeks after we

purchased WI, the whole insurance market

changed dramatically as a result of the 9/11

terrorist attacks in the US and we have been

able to deliver strong results from the WI

portfolio. Balancing this cost against the per-

formance of the WI business since purchase,

and its strategic importance for future growth,

we consider WI to be a very sound acquisition.

Q : What are your expectations for 2006?

CLIVE : From a market perspective, 

we are seeing hardening in the market in

places we would most expect, following last 

year’s unprecedented natural catastrophes – 

specifically, catastrophe-exposed US prop-

erty and offshore energy. We expect that 

the broader US and international markets 

will also stabilize somewhat, as expected

increases in reinsurance costs work through

to the primary market. 

From an XL perspective, we expect to con-

tinue to see organic growth from our in-

creasing geographic footprint and more

integrated operations, particularly in the 

US. Like most companies, we will be looking 

to balance growth opportunities with the

reduction of our catastrophe exposures. 

Over the past three years, we have greatly

strengthened our global management team.

The recently announced changes, which

included appointing Dave Duclos as Chief

Operating Officer for the Insurance segment,

should further enhance both our local exe-

cution and global growth prospects.

Rachel Thomson

Professional Liability, 

Bermuda

Romano Fäh

Customer Relationship

Management,

Zurich

Paul Tuhy

Claims,

New York

Christine Bartlett

Property,

London



Devil’s Claw

This sprawling plant, named for its claw-like seed

pods, flourishes in the red, sandy soils of Africa’s

Kalahari Desert. It survives prolonged dry periods by

having water-storing roots, which reach to seven feet

underground. These roots are used medicinally to

relieve fever and inflammation. 

The XL Re companies are ranked amongst the 10 largest reinsurers in the world and

our clients include most of the world’s 500 leading insurance companies. The XL Re

brand unites XL Capital Ltd’s global reinsurance companies under a single banner.

XL Re’s geographically-focused operations offer customers one of the broadest

ranges of highly-rated treaty and facultative products in the industry, and a network

of highly experienced underwriters. 
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Q : How did the Reinsurance segment

perform in 2005?

HENRY : Owing to the unprecedented

losses during the 2005 Atlantic hurricane

season, along with substantial international

catastrophe activity during the year, 2005

was a disappointing year for both the 

reinsurance industry and XL’s Reinsurance 

segment “XL Re.” Within general operations,

gross premiums written totaled $3.4 billion,

net premiums earned were $2.8 billion and

our combined loss and expense ratio was

127.0%. This equates to an underwriting

loss for the year of $782 million. 

From an operational standpoint, our achieve-

ments this year were far more satisfying.

Several steps were taken to support 

our long-term cycle management strategy. 

We have implemented a state of the art rein-

surance pricing and risk analysis model

(“XLeRate”) across all of the XL Re business

units. In addition, we expanded our peer

review and underwriting practice group

activities to ensure consistency in approach

across our global platform. Taken together,

XLeRate and the work of the practice groups

will help leverage consistency in underwriting

our business and managing the cycle.

Our Life and Annuity Reinsurance operations

continued to develop well, both in existing

and potential new markets. During the year,

we closed our largest ever immediate annu-

ity reinsurance transaction with net premium

of $1.8 billion. We appointed a new country

head for France, thus enabling our develop-

ment in Continental Europe, and made good

progress towards establishing a licensed

platform in the US. The launch of this new

platform is expected in the early part of 2006.

Results from our ongoing Life Reinsurance

business showed a record profit, though the

headline number relating to this business

was negatively impacted by a charge of $63

million, after tax, relating to an increase in

future policy benefit reserves and a write-off

of deferred acquisition costs with respect to

certain novated blocks of US-based term-life

mortality reinsurance business.

*Henry C. V. Keeling

Executive Vice President, Global Head 
of Business Services and Chief Executive
of Reinsurance Life Operations

*James H. Veghte

Executive Vice President and 
Chief Executive of Reinsurance 
General Operations 

* In 2005, Henry Keeling performed a dual role as Chief Executive of Reinsurance Operations and Global Head 

of Business Services. In January 2006, James Veghte assumed the role of Chief Executive of Reinsurance General

Operations, allowing Henry to focus on Global Business Services. Henry continues to be responsible for XL’s Life

Reinsurance business.

Reinsurance

OPERATIONS REVIEW
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Our superior financial strength and leadership

capabilities will be critical in restoring the Rein-

surance segment to attractive economic returns...

Paul Gressier

Casualty Treaty,

London

Paul Simons

Property Treaty,

Bermuda

Lucy Thomas

Casualty Facultative,

New York

Susan Cross

Actuary,

Bermuda

Q : Do you plan to manage catastro-

phe risk any differently in the wake 

of Hurricane Katrina?

HENRY : We have announced a new

strategic initiative to augment our catastro-

phe reinsurance underwriting capacity, given

the attractive nature of this business: Cyrus

Reinsurance Company Ltd (“Cyrus Re”), a

newly-created Bermuda reinsurance com-

pany, acts as a reinsurer of our property

catastrophe and retrocessional lines of busi-

ness. XL Re has managed third-party capital

in property catastrophe business for several

years and we believe this initiative will rein-

force our market leading position, reduce our

earnings volatility, and maximize our risk-

adjusted returns. 

XL is not an equity investor in Cyrus Re. It is

funded with $525 million of dedicated capital

from its parent holding company, which is

owned by a group of institutional investors.

Through cessions to Cyrus Re, we expect to

reduce our property catastrophe volatility

significantly, while maintaining our leadership

position in the global catastrophe market. 

In addition, we have made substantial changes

in other catastrophe-exposed lines including

our marine, property proportional, and prop-

erty per risk portfolios. This includes tighten-

ing terms and conditions as well as in-

creasing retentions to insure our portfolio will

not have significant loss activity in minor

industry events.

Q : How significant is the Life and

Annuity business for the Reinsurance

segment as a whole, and what is your

growth strategy for this business?
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Our Life and Annuity Reinsurance operations

continued to develop well, both in existing and

potential new markets.

HENRY : Our Life and Annuity Reinsurance

business has become a significant factor for

XL with over $2 billion in premiums in 2005.

The performance has exceeded our expec-

tations since we launched this business in

1999, both in terms of growth and returns. It

provides very valuable, largely non-correlated

earnings for XL with low volatility, which 

we are committed to developing through

organic growth. 

Historically, a large part of the business has

been focused on UK immediate annuities.

Indeed in the second quarter of 2005, we

closed a record immediate annuity reinsur-

ance transaction of approximately $1.8 billion

(as mentioned above). More recently, we have

been actively diversifying our penetration

into other lines of business and are also

diversifying geographically with operations

in the US and continental Europe. 

Q : What are your expectations for the

reinsurance market in 2006?

JAMIE : The unprecedented losses dur-

ing the 2005 Atlantic hurricane season repre-

sented a market-changing event in impacted

lines of business. We have seen hardening

rates and improved terms and conditions,

particularly in the short-tail lines of property,

marine and energy lines of business. We

expect this positive momentum to continue

throughout 2006. 

Our superior financial strength ratings and

leadership capabilities will be critical in re-

storing the Reinsurance segment to attrac-

tive economic returns. In addition, our clients

and brokers are becoming increasingly de-

manding in selecting their reinsurance pro-

viders. XL Re will continue to focus on

operational and underwriting excellence to

maximize our success during very attractive

trading conditions.

Andy Pitchford

Property Treaty, 

London

Linda Rivera

Property Treaty, 

New York

Petra McFarlane

Life,

London



Mangrove

Mangroves survive in a harsh environment that would

be lethal to most plants.These tough trees flourish in

tidal swamps, with their roots immersed in salty mud.

Aerial roots projecting like pencils above the surface 

of the silt enable them to obtain oxygen.

Our XL Financial Products and Services companies offer AAA-rated financial guaranty

insurance and reinsurance for US public finance, asset–backed securities, structured

investment products, future flow transactions, essential infrastructure projects, power

& utility financings, and bank deposit insurance worldwide. We also provide institutional

investment products and credit and financial risk management solutions in the areas of

structured finance, weather and energy risk management and political risk insurance.



XL CAPITAL ANNUAL REPORT 2005 I   19

Q : What role does the Financial

Products and Services (“FP&S”) seg-

ment play in XL’s overall strategy?

PAUL : The FP&S segment continues to

represent a core component of XL’s busi-

ness strategy. The segment builds on our

foundation of a disciplined underwriting 

culture and an ability to combine structuring

and risk management expertise to provide a

growing earnings stream that is largely

uncorrelated to our property and casualty

insurance and reinsurance operations. 

Growth within the segment has been driven

in large part by our AAA-rated financial guar-

anty subsidiaries, XL Capital Assurance Inc.

and XL Financial Assurance Ltd. Continuing

to complement our financial guaranty busi-

ness throughout 2005, was our range of

other credit and financial risk management

products and services, including our offering

of institutional investment products through 

XL Life Insurance and Annuity Company and

XL Asset Funding Company I LLC. Finally, 

XL Financial Solutions Ltd continues to lead our

efforts in respect of developing structured

credit and financial risk management solutions

for our customers, notably in the areas of

structured finance, weather and energy risk

management and political risk insurance.

Q : How did the FP&S segment perform

in 2005?

PAUL : The FP&S segment had a very

strong performance in 2005, posting record

net income, contribution from financial oper-

ations and return on equity for the segment.

Compared to 2004, contribution from finan-

cial operations increased by 66% to $235

million and the financial guaranty platform

posted record adjusted gross premium in

excess of $400 million. Our results were also

driven by higher net premiums earned within

the financial guaranty and financial solutions

businesses and higher investment income

from larger average investment balances and

higher interest rates. Viewed collectively, the

overall contribution from the FP&S segment

demonstrates the value that can be created

by effectively integrating and managing a

financial products and services operation

alongside a traditional property and casualty

insurance and reinsurance business.

Paul S. Giordano

Executive Vice President and Chief
Executive of Financial Products 
and Services Operations

Financial
Products
and Services

OPERATIONS REVIEW
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The segment builds on our foundation 

of a disciplined underwriting culture 

and an ability to combine structuring 

and risk management expertise...

Thomas Mulvihill

XLCA,

New York

Matthew Taylor

XLFS,

Bermuda

Lindsay Minneman

XLCA,

London

Q : How would you characterize the

market environment for the FP&S seg-

ment in 2005?

PAUL : Our record financial results for

the segment in 2005 were achieved despite

a continuation of challenging market condi-

tions for our financial guaranty operations. In

particular, credit spreads remained tight

throughout 2005, maintaining pressure on

bond insurance premium rates. This in turn

intensified competition, both within the finan-

cial guaranty market and from uninsured

forms of execution, particularly in the asset-

backed securities market. It also resulted in

primary insurance companies, which would

traditionally seek reinsurance from XL Financial

Assurance Ltd, our financial guaranty rein-

surance subsidiary, retaining more risk in

order to maximize their own income poten-

tial. Despite these challenges, our financial

guaranty business improved its market posi-

tion and grew significantly in some key product

lines, notably public finance. The business

also continued to make large strides in terms

of expanding its share of key international

markets, most notably Europe.

The strong municipal guaranteed investment

contract market, in particular improved bid

flow and underwriting volumes, also allowed

our life and annuity operations to main-

tain a strong growth profile. Total year end 

balances for both the guaranteed investment

contract and funding agreement businesses

grew 66% to $6.1 billion.

Finally, XL Financial Solutions Ltd, for which

2005 represented the first year these opera-

tions were included entirely within the FP&S

segment, was a major contributor to the

segment’s income and continued to demon-

strate success from its structured finance

and risk management, weather and energy,

and political risk operations.
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Sylvia Tavares

XLFA,

Bermuda

Alberto Villar

XLCA, 

New York

David Wright

XLFS,

London

Joseph Chu

XLCA,

New York

One area that we intend to focus on through-

out the year is the optimal structure for FP&S,

its operations and its portfolio of products. 

Q : What are your expectations for the

FP&S segment in 2006?

PAUL : While we expect tight credit

spreads and competition to prevail throughout

the year, for our core financial guaranty platform

we see a number of opportunities to expand

our market reach in all product lines. We also

see an opportunity to build on our success in

Europe and to leverage this experience to

expand into other international markets.

One area that we intend to focus on through-

out the year is the optimal structure for the

FP&S segment, its operations and its portfo-

lio of products – one that will allow us to

maximize the segment’s potential in a way

that is consistent with our guiding principles

of (a) maximizing XL shareholder long-term

value, (b) growing our AAA financial guaranty

business, (c) positioning the segment to

compete successfully in its chosen credit,

institutional investment and structured finan-

cial risk management markets and (d) pro-

viding a platform to achieve profitable long-

term growth.

All told, we are confident that we can continue

to build on the successes of 2005.



XL Capital Ltd and its subsidiaries, including XL Investment Management Ltd, 

XL Investment Management (USA) LLC and XL Capital Investment Partners Inc.,

provide investment advisory services and advice to XL Capital Ltd group companies. 

Coltsfoot 

This resilient little herb blooms very early in the spring,

often before the first thaw, its flowers appearing

before its leaves. It thrives in many environments,

even at altitudes over 6500 feet. Coltsfoot is used

medicinally to treat bronchial infections.
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Q : What were the results for the

investment operations in 2005?

CHRIS : Our investment operations

showed very strong growth in 2005. Total

investment earnings, including net invest-

ment income, net income from investment

affiliates, and the net income from our in-

vestment management affiliates, included 

in operating affiliates, was $1.7 billion, an 

increase of $444 million or 36% from 2004. 

Net investment income from our general

operations represented $799 million, up 30%

from the prior year, while our financial and

life and annuity operations’ net investment

income was $676 million, up 61% over 2004.

Net income from our investment affiliate

activities, including our share of the earnings

of certain investment managers in which we

hold a minority interest, was $207 million,

showing a marginal increase from net in-

come of $203 million in 2004. Excluding the

$35 million earned from the sale of our equity

investment in one of our affiliates, year over

year growth was 24%.

Net invested assets increased 28%, or $9.2

billion from year end 2004, to $41.6 billion at

year end 2005.

Q : What is your investment strategy? 

CHRIS : We have a conservative invest-

ment philosophy. The majority of our port-

folio is invested in fixed income securities

and has an average credit rating of AA. We

have carefully selected a group of high-quality

external managers to implement our invest-

ment strategy on a day-to-day basis. 

Investment grade fixed income investments

are managed in an asset-liability manage-

ment framework.The remaining portion of

the investment portfolio is focused on higher

total return strategies, with the objective to

increase book value for the Company over

the longer term. This includes funds that pur-

sue alternative investment strategies, with

the investment objective of attaining high

risk-adjusted total returns, using strategies

that maintain a moderate to low level of sen-

sitivity to movements in the traditional asset

classes and realize lower levels of volatility. 

Investments

OPERATIONS REVIEW

*Christopher V. Greetham

Executive Vice President
and Chief Investment Officer

*Sarah E. Street

Executive Vice President 
and Chief Executive Officer 
of XL Capital Investment Partners Inc.

* In January 2006, Sarah Street was appointed Chief Investment Officer designate. Christopher Greetham, 

Chief Investment Officer of XL, is planning to retire in September 2006 and Sarah has been appointed as his 

successor. Sarah retains her current responsibility as Chief Executive Officer of XL Capital Investment Partners Inc.
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Nina Khromova

Funds Management,

New York

Simon Watts

Funds Management, 

London

Abigail Kermode

Operations,

Bermuda

Thomas Burke

Investment 

Management Affiliates,

New York

We have a conservative investment philosophy.

The majority of our portfolio is invested in

fixed income securities and has an average

credit rating of AA. 

Q : How did you adapt the investment

operations to market conditions 

in 2005?

CHRIS : In 2005, anticipating a turn in

the corporate credit cycle, we implemented

a new strategy that is expected to profit from

issuer-specific credit risk. In addition, we

made a modest re-allocation of our portfolio

among fixed income sectors based on rela-

tive value: our allocation to mortgage-backed

securities increased by approximately 5%

and our allocation to asset-backed securi-

ties increased by 2%, while our allocation to

corporates decreased by approximately 4%

and other sectors by 3%.

The change in the duration of the fixed in-

come portfolio in 2005 was principally driven

by changes in the mix of business. The dura-

tion on our fixed income investments in-

creased during the first half of 2005 to 4.7

years from 4.4 years in 2004, due mainly to the

closing of a large, long-duration UK immedi-

ate annuity portfolio reinsurance transaction.

The duration of the portfolio declined in the

second half of 2005, to 3.9 years. This was

due to growth in floating rate liabilities and the

temporary rise in cash and cash equivalents

at year end, which reflected proceeds from

the Company’s capital raising and funds

from the conclusion of the independent

actuarial process with Winterthur Swiss

Insurance Company.

Q : Is your Investment Manager

Affiliates strategy proving valuable?

SARAH : As part of XL’s asset manage-

ment strategy, the Company has purchased
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Liane Rosenberg

Funds Management,

New York

Matt Taylor

Funds Management,

London

Shelley Harvey

Funds Management,

Bermuda

We anticipate continued growth for many 

specialty investment management firms 

over the next few years...

minority stakes in a number of top quality

independent investment management com-

panies. With these ownership stakes,

the investment operations seek to achieve

strong returns on capital while benefiting

from the direct access to specialist invest-

ment expertise. 

This strategy has been highly successful, as

XL was quick to identify the trend towards

funds that pursue alternative investment

strategies. The Company developed relation-

ships with a number of specialty investment

management firms that are now leading par-

ticipants in this sector, which has grown sig-

nificantly over the past 3 years. In 2005, the

aggregate assets under management of our

investment manager affiliates grew by 32%

to $41 billion.

We anticipate continued growth for many

specialty investment management firms over

the next few years and we look forward to

participating in the strong earnings potential

of the firms in which we have a stake.



Whitebark Pine

The Whitebark Pine can tolerate a cold, dry climate, and

is commonly found clinging to windy ridges at high

elevations. Forest fires play an integral role in its survival,

destroying competitors and producing exposed and dry

conditions in which few, but this durable tree, can thrive.

Global Business and Corporate Services is the network of systems and people that

enable the XL Capital group of companies to efficiently deliver local services into the

global marketplace. It is responsible for XL’s financial, legal, infrastructure, human

resources, marketing and communication strategies, as well as development of the

Company’s culture and corporate social responsibility programs. 
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Q : What were the major areas of

focus for XL’s finance operations 

during 2005?

JERRY : Our entire industry was chal-

lenged by the catastrophic events of the sec-

ond half of 2005, and we were no exception.

Maintaining XL’s solid financial foundation in

a year of unprecedented natural catastrophic

events and rapidly-changing capital require-

ments took a team effort of the highest

order. We were very gratified by the recep-

tion investors gave our offerings of ordinary

shares and equity security units. The efficiency

with which we were able to complete this

capital raising allowed us to continue our

good relationships with rating agencies and

to maintain triple-AAA ratings in our financial

guaranty businesses.

Q : What are you doing to meet the

demands of growing complexity in

financial regulation, reporting and

compliance?

JERRY : We continue to develop our glo-

bal “One Finance” organizational structure

that we inaugurated last year (designed to

create a centralized financial management

structure, in effect a “One Finance Team”).

Having all segment CFOs report to the Group

CFO allows us to work as a single and efficient

finance team. The events of 2005 tested and

proved that structure in several ways, and

convinced me of the importance of this initiative.

It allowed us to focus our finance resources on

issues of the highest priority, which in 2005

included our capital raising, capital manage-

ment and financial reporting obligations. 

Fiona E. Luck

Executive Vice President
and Global Head
of Corporate Services

Jerry M. de St. Paer

Executive Vice President 
and Chief Financial Officer

Anthony E. Beale

Executive Vice President 
and Global Head 
of Human Resources

Charles F. Barr

Executive Vice President 
and General Counsel

Corporate

OPERATIONS REVIEW
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Kevin Barrett

Finance,

London

Ricardo Griffith

IT, Shared Services,

Bermuda

“One Finance” also presented us the oppor-

tunity to identify and plan for the develop-

ment of, and succession plans for, our

employees in the finance area across all 

of XL’s global platforms. We have a strong

finance team, and we must ensure that mem-

bers of that team are offered appropriate

development opportunities.

Q : How does XL manage its pool 

of talent?

TONY : Our brand statement “Fund-

amental Strength – Capital and People”

reflects our belief that we are rich in talent –

extraordinarily diversified in terms of skills,

experience, culture, demography and geog-

raphy. Integrating our diverse talents into a

unified structure – through the “One Com-

pany Without Borders” initiative – has been a

major and successful development that will

allow us to capture the strength of diversity

with the focus of a common alignment.

Our development efforts are now primarily

focused on the individual – ensuring that all

of our talent reaches its full potential. All of

our staff participate now in a global perform-

ance management process that measures

performance, identifies areas for development,

defines the required development actions

and monitors progress.

Much of our initial development effort has

been at the leadership level and this will con-

tinue to be a primary focus. Effectively har-

nessing the potential of our talent is heavily

dependent on quality leadership. This is

being addressed with a series of participative

programs that define the leadership qualities

and behaviors that we require, within a com-

mon “language” that transcends the cultural

diversity of our leadership group. New initia-

tives in succession planning both assist this

development process and help us ensure we

have adequate bench strength at the key

management levels. 

...we are rich in talent – extraordinarily diversified

in terms of skills, experience, culture, demography

and geography.
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Monika Wesson

Human Resources, 

Zurich

Nigel Williams

Human Resources,

London

Martine Favarger

Legal,

Zurich

Andrew Bray

Finance,

Bermuda

Succession planning is seen as a comple-

ment to our strategic planning initiatives.

Ensuring that we have the right people in the

right place at the right time is essential to the

successful execution of our business plans.

While this has been an established corp-

orate practice at the most senior levels, we 

have now commenced comprehensive tal-

ent reviews and succession plans at lower

levels within each of our business segments.

Not only does this enable us to better man-

age our current and future skill pool but it

provides the means of identifying and more

fully engaging high potential staff who are the

key to our future success. 

Collectively, these initiatives form a compre-

hensive talent management program that

helps ensure we will capture the full potential

of the rich talent we have.

Q : How does XL develop its strategy?

FIONA : XL’s strategic planning aligns

corporate and segment objectives through a

best practices “top down-bottom-up” process.

This allows constructive dialogue, objectives

and target-setting as well as alignment and

deployment of resources.

However, without effective communication

around the strategy, successful execution is

limited. We continue to focus on improving

our senior management tools and skills to

consistently articulate the strategy and allow

all XL employees in business units and 

functions to have a “line of sight” to the over-

all XL strategy.

Q : Can you describe XL’s culture?

FIONA : We have worked hard to en-

courage a passionate, responsive and inno-

vative culture at XL in order to bring value to

our customers and investors. 
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Lisa Harvey-Swan

Human Resources,

Bermuda

Stefan Schäfli

IT, Shared Services,

Zurich

We believe our culture is a sustainable, com-

petitive advantage and as such, it is a critical

component of our fundamental strength. 

A corporate culture reflects the core values

and behaviors of an organization. At XL, it is

all about who our employees are, what they

do and how they do it. XL employees expect

from one another ethical, respectful team-

work and behavior, which aspires to excel-

lence in all that we do and at the same time,

allows employees and the company to dev-

elop and grow.

We believe our culture is a sustainable, com-

petitive advantage and as such, it is a critical

component of our fundamental strength.

We are committed to continued investment

in our culture and this is reflected in our

development programs.

Q : How does XL meet its legal needs

world-wide?

CHARLEY : XL operates in scores of

legal jurisdictions around the world, so the

66 members of our Legal Department con-

centrate on providing professional and effec-

tive legal services locally, while increasing

our interaction globally, in order to provide a

seamless legal service network. The delivery

of legal services within XL is accomplished in

two ways: by using XL’s in-house lawyers

and compliance people located within our

major business operations; and by engaging

outside counsel to work jointly with XL’s

lawyers. Using XL’s lawyers is professionally

and economically more efficient and beneficial

since we know our businesses and how to

best meet their legal needs. We are able to

draw upon and circulate the significant accu-

mulated knowledge and experience of our

employed legal staff and recycle within XL the

legal wisdom purchased from outside counsel.

By doing this, we can pursue our professional

and budget goals of providing more legal

services using employed staff, reducing fees

spent on outside counsel and negotiating

volume discounts with those outside counsel

who have historically represented us well.
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Room to Read, Sri Lanka

A four year old Sri Lankan boy

enjoys his new school built 

by Room to Read, one of 

the charities supported by 

XL and its employees.

B.Tec, Bermuda

High school students take part 

in a ‘Future Leaders’ networking

event as part of the B.Tec initiative,

which promotes technology 

in Bermuda schools.

Community Links, London

This little girl from London’s East

End benefits from Community

Links, a project that aims to safe-

guard the educational future 

of children in need. 

In 2005, a group of XL’s brightest young em-

ployees were involved in developing a long-

term strategy for our corporate social res-

ponsibility, which is now being implemented.

Both XL Foundation Ltd, and employees from

across XL, have donated to relief efforts for

the major natural disasters of the past two

years. Following the tsunami in South East

Asia in late 2004, we contributed to the char-

ity Room to Read, enabling them to rebuild a

school in Sri Lanka. In the wake of the 2005

hurricanes, which devastated the southern

states of the US, funds were contributed to the

recovery efforts. In both cases, XL Foundation

Ltd matched employee contributions.

In Zurich, Switzerland, we completed the fund-

ing of a career education program, which

enabled over 2,000 young people to prepare

for professional life. In London, England, we

supported an inner-city charity, Community

Links, with a project that aims to keep stu-

dents in the school system to complete their

secondary education. In Bermuda, we have

been the major sponsor of a technology ini-

tiative, known as B.Tec, which provides a

computer science curriculum and enables

teachers to enhance their teaching skills 

with technology. This initiative has now been

introduced to other island nations through a

US charitable organization, the International

Education Collaborative Foundation, initially

funded by XL. 

While XL’s primary philanthropic and social

focus is on education, our employees are

encouraged to be actively engaged in their

communities in any endeavor that is benefi-

cial to our overall society.

Corporate Social Responsibility has been part of the fabric of XL since its 

creation. We have participated in the regions we operate in for many years, and

particularly support our employees who wish to give back to their 

communities. At a corporate level, XL Foundation Ltd, founded in 1992, is

involved in numerous philanthropic initiatives, focusing primarily on education. 

Corporate
Social
Responsibility
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XL Reinsurance Companies within this segment include:

XL Re Ltd; XL Reinsurance America, Inc.; XL Re Latin America Ltd;
XL Re Europe

Companies within this segment include:

XL Capital Assurance Inc. ( “XLCA”); XL Financial Assurance Ltd. ( “XLFA”);
XL Financial Solutions Ltd ( “XLFS” ); XL Life Insurance and Annuity Company;
XL Weather & Energy Inc.

Legal

Human Resources 

Investments – XL Capital Investment Partners Inc.

Information Technology, Real Estate, Global Shared Services

Strategic Planning, Human Resources, Marketing, Global 
Communications, Public Relations and Corporate Social Responsibility

Finance and Treasury

Companies within this segment include:

Greenwich Insurance Company; Indian Harbor Insurance Company; XL Europe

Ltd; XL Insurance America, Inc.; XL Insurance (Bermuda) Ltd.; XL Insurance

Company Limited; XL Insurance Company of New York, Inc.; XL Insurance

Switzerland; XL Select Insurance Company; XL Specialty Insurance Company.  

Specialty Underwriting Divisions include:

Aerospace, Environmental, Global Risk, London Market, Professional

(including Directors & Officers Liability), Programs and Surety.

XL Financial

XL Insurance

CLIVE R. TOBIN

EVP / Chief Executive, 
Insurance Operations

JAMES H. VEGHTE

EVP / Chief Executive,
Reinsurance General
Operations

PAUL S. GIORDANO

EVP / Chief Executive,
Financial Products 
and Services Operations

Corporate

KEY OPERATIONS

CHARLES F. BARR

EVP / General Counsel

ANTHONY E. BEALE

EVP / Head of  
Global Human Resources

CHRISTOPHER V. GREETHAM

EVP / Chief 
Investment Officer

HENRY C. V. KEELING

EVP / Global Head of Business
Services, Chief Executive,
Reinsurance Life Operations

FIONA E. LUCK

EVP / Global Head of Corporate
Services, Assistant Secretary

JERRY M. DE ST. PAER

EVP / Chief Financial Officer,
Assistant Secretary

XL at a Glance
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The Insurance segment encompasses the Com-
pany’s property and casualty insurance business
throughout the world. Branded as “XL Insurance”,
the segment offers commercial property and casu-
alty insurance products, primarily in Europe, North
America and Bermuda.

The Reinsurance segment, branded as “XL Re”,
is organized on a geographical basis, reflecting the
locations of the insurance and reinsurance compa-
nies that purchase property, casualty and life rein-
surance coverage from the Company.

The Financial Products and Services segment,
branded as “XL Financial”, comprises financial guar-
anty insurance and reinsurance, institutional life and
annuity products, weather and energy risk manage-
ment, and customized risk management products.

Net Premiums Earned $ 4,103

Combined Ratio 137.0%

Underwriting Loss $ (1,487)

Most of the Insurance segment’s oper-
ating companies have one or more of
the following financial strength ratings:

S&P A+
Moody’s Aa3
Fitch AA-
A.M. Best A+

Most of the Reinsurance segment’s
operating companies have one or more 
of the following financial strength ratings:

S&P A+
Moody’s Aa3
Fitch AA-
A.M. Best A+

XLCA & XLFA

S&P AAA
Moody’s Aaa
Fitch AAA

Finance & Treasury operations, 
and corporate reporting

Long Term Debt Ratings 

Debt Securities issued by XL Capital
Ltd have one or more of the following
ratings:

S&P A-
Moody’s A3
Fitch A
A.M. Best a-

*Available to class A ordinary shareholders * * Selected Ratings 
as of March 13, 2006. 
There can be no assurance that 
any such ratings will be retained for 
any period of time or that they will 
not be qualified, suspended, revised
downward or withdrawn entirely by 
such agencies.

For a full list of all XL Capital 
Group company ratings, 
visit www.xlcapital.com

Human Resources development

Legal Counsel

Investment strategy and management
Ownership stakes in investment managers

Global business services

Global corporate services

General Operations

Net Premiums Earned $ 2,771

Combined Ratio 127.0%

Underwriting Loss $ (782)

Life and Annuity Operations

Net Premiums Earned $ 2,238

Net Loss $ (30)

Financial Operations

Net Premiums 
Earned / Fee Income $ 269

Total Contribution from
Financial Operations $ 235

Consolidated

Net Premiums Earned $ 9,365

Net Investment Income $ 1,475

Net Loss* $ (1,292)

Total Investments
Available for Sale $ 35,724

Total Assets $ 58,455

Total Liabilities $ 49,983

Total Shareholders’ Equity $ 8,472

BUSINESS DESCRIPTION
FINANCIAL HIGHLIGHTS

DECEMBER, 2005 (IN MILLIONS)
RATINGS * *
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Selected Financial Data

The selected consolidated financial data below is based upon the Company’s fiscal year end of December 31. The selected consolidated financial data should be read in con-
junction with the Consolidated Financial Statements and the Notes thereto presented in the Company’s Annual Report on Form 10-K for the year ended December 31, 2005,
on file with the U.S. Securities and Exchange Commission.

(U.S. dollars in thousands, except share and per share amounts and ratios) 2005(1) 2004(1) 2003(1) 2002(1) 2001

INCOME STATEMENT DATA:

Net premiums earned – general operations $ 6,873,638 $ 6,987,940 $ 6,089,578 $ 4,889,867 $ 2,706,541

Net premiums earned – financial operations 254,136 228,898 195,344 162,357 73,386

Net premiums earned – life and annuity operations 2,237,721 1,365,176 708,994 990,736 695,595

Net investment income 1,475,039 1,035,012 815,487 758,358 624,914

Net realized gains (losses) on investments 241,882 246,547 120,195 (214,160) (93,237)

Net realized and unrealized gains (losses) on derivative instruments 28,858 73,493 6,073 (41,546) 13,041

Net income from investment affiliates (2)(7) 154,844 124,008 119,200 54,143 80,580

Fee income and other 19,297 35,317 41,744 54,963 18,247

Net losses and loss expenses incurred – general operations 7,358,929 4,796,855 4,595,992 3,358,955 2,885,339

Net losses and loss expenses incurred – financial operations 106,072 114,633 100,435 69,477 33,559

Claims and policy benefits – life operations 2,479,364 1,480,535 791,454 1,031,704 698,675

Acquisition costs, operating expenses 

and exchange gains and losses 2,188,357 2,277,321 1,926,393 1,549,440 1,073,903

Interest expense 403,849 292,234 233,929 190,442 125,298

Amortization of intangible assets 10,752 15,827 4,637 6,187 58,569

(Loss) income before minority interests, net income from 

operating affiliates and income tax expense (1,261,908) 1,118,986 443,775 448,513 (756,276)

Preference share dividends 40,322 40,321 40,321 9,620 –

(Loss) net income available to ordinary shareholders $ (1,292,298) $ 1,126,292 $ 371,658 $ 395,951 $ (576,135)

PER SHARE DATA:

Net (loss) income per ordinary share – basic (3) $ (9.14) $ 8.17 $ 2.71 $ 2.92 $ (4.55)

Net (loss) income per ordinary share – diluted (3) $ (9.14) $ 8.13 $ 2.69 $ 2.88 $ (4.55)

Weighted average ordinary shares

Outstanding – diluted (3) 141,406 138,582 138,187 137,388 126,676

Cash dividends per ordinary share $ 2.00 $ 1.96 $ 1.92 $ 1.88 $ 1.84
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2005(1) 2004(1) 2003(1) 2002(1) 2001

BALANCE SHEET DATA:

Total investments available for sale $35,724,439 $ 27,823,828 $ 20,775,256 $ 16,059,733 $12,429,845

Cash and cash equivalents 3,693,475 2,203,726 2,722,405 3,595,782 2,201,723

Investments in affiliates 2,046,721 1,936,852 1,903,341 1,750,005 1,113,344

Unpaid losses and loss expenses recoverable 6,441,522 6,971,356 6,045,025 5,223,966 4,803,248

Premiums receivable 3,799,041 3,838,228 3,487,322 3,592,713 2,182,348

Total assets 58,454,901 49,245,469 41,455,745 35,971,325 28,508,129

Unpaid losses and loss expenses 23,767,672 19,837,669 16,763,124 13,332,502 11,806,745

Unearned premiums 5,388,996 5,191,368 4,729,989 4,028,299 2,636,428

Notes payable and debt 3,412,698 2,721,431 1,905,483 1,877,957 1,604,877

Shareholders’ equity 8,471,811 7,738,695 6,936,915 6,569,589 5,437,184

Book value per ordinary share $ 44.31 $ 51.98 $ 46.74 $ 44.48 $ 40.35

OPERATING RATIOS:

Loss and loss expense ratio (4) 107.1% 68.6% 75.5% 68.6% 106.6%

Underwriting expense ratio (5) 25.8% 27.3% 27.3% 28.9% 33.8%

Combined ratio (6) 132.9% 95.9% 102.8% 97.5% 140.4%

(1) Results for all periods subsequent to July 1, 2001 include the results of Winterthur International, which was acquired with effect from this date. The

results also include the consolidation of XL Re Europe, which has been accounted for as a subsidiary with effect from January 1, 2002. In the year 

ended December 31, 2001 the Company’s share of net income of Le Mans Ré (now known as XL Re Europe) was included in equity in net income 

of operating affiliates. The Company’s net income for the years ended December 31, 2001 and after was impacted by the September 11 event. 

The effect of all of these items should be considered when making period to period comparisons of the Company’s results of operations and financial

condition and liquidity. See Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations” for further discussion 

and analysis.

(2) Net income from investment affiliates in 2003 includes income on the alternative investment portfolio for eleven months ended November 30, 2003 

as compared to the twelve months ended December 31 in prior years and the twelve months ended November 30 in subsequent years. The fair 

market values of certain of these alternative investments often take longer to obtain as compared to the other of our investments and we record 

the investment affiliates on a one month lag in order for us to meet the accelerated filing deadlines as specified by the SEC.

(3) Net income per ordinary share is based on the basic and diluted weighted average number of Class A ordinary shares and share equivalents 

outstanding for each period. Net loss per ordinary share is based on the basic weighted average number of ordinary shares outstanding.

(4) The loss and loss expense ratio is calculated by dividing the losses and loss expenses incurred by the net premiums earned for general insurance 

and reinsurance operations.

(5) The underwriting expense ratio is the sum of acquisition expenses and operating expenses for general insurance and reinsurance operations divided

by net premiums earned for general insurance and reinsurance operations. See Item 8, Note 3 to the Consolidated Financial Statements for

further information.

(6) The combined ratio is the sum of the loss and loss expense ratio and the underwriting expense ratio. A combined ratio under 100% represents 

an underwriting profit and over 100% represents an underwriting loss.

(7) Certain reclassifications to prior period information have been made to conform to current year presentation.

(U.S. dollars in thousands,except share and per share amounts and ratios)
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XL Capital Ltd 
Consolidated Balance Sheets
As at December 31, 2005 and 2004

See Notes to Consolidated Financial
Statements in the Company’s Annual
Report on Form 10-K for the year
ended December 31, 2005 on file 
with the U.S. Securities and 
Exchange Commission.

(U.S. dollars in thousands, except share amounts) 2005 2004

ASSETS

INVESTMENTS:

Fixed maturities at fair value (amortized cost: 2005, $31,984,076; 2004, $24,452,348) $ 32,309,565 $ 25,100,194

Equity securities, at fair value (cost: 2005, $696,858; 2004, $ 778,117) 868,801 962,920

Short-term investments, at fair value (amortized cost: 2005, $2,552,589; 2004, $1,738,845) 2,546,073 1,760,714

Total investments available for sale 35,724,439 27,823,828

Investments in affiliates 2,046,721 1,936,852

Other investments (cost: 2005, $372,546; 2004, $404,303) 399,417 405,737

Total investments 38,170,577 30,166,417

Cash and cash equivalents 3,693,475 2,203,726

Accrued investment income 391,660 326,510

Deferred acquisition costs 866,200 845,422

Prepaid reinsurance premiums 1,067,556 992,260

Premiums receivable 3,799,041 3,838,228

Reinsurance balances receivable 1,043,013 1,095,739

Unpaid losses and loss expenses recoverable 6,441,522 6,971,356

Goodwill and other intangible assets 1,814,544 1,827,782

Deferred tax asset, net 318,399 288,599

Other assets 848,914 689,430

Total assets $ 58,454,901 $ 49,245,469

LIABILITIES AND SHAREHOLDERS’ EQUITY

LIABILITIES:

Unpaid losses and loss expenses $ 23,767,672 $ 19,837,669

Deposit liabilities 8,240,987 5,974,726

Future policy benefit reserves 5,606,461 4,335,056

Unearned premiums 5,388,996 5,191,368

Notes payable and debt 3,412,698 2,721,431

Reinsurance balances payable 1,414,752 1,565,689

Net payable for investments purchased 639,034 273,535

Other liabilities 1,438,234 1,533,860

Minority interest 74,256 73,440

Total liabilities $ 49,983,090 $ 41,506,774
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(U.S. dollars in thousands, except share amounts) 2005 2004

COMMITMENTS AND CONTINGENCIES

Shareholders’ Equity:

Series A preference ordinary shares, 9,200,000 authorized, par value $0.01
Issued and outstanding: (2005 and 2004 9,200,000) $ 92 $ 92

Series B preference ordinary shares, 11,500,000 authorized, par value $0.01
Issued and outstanding: (2005 and 2004 11,500,000) 115 115

Class A ordinary shares, 999,990,000 authorized, par value $0.01
Issued and outstanding: (2005, 179,528,593; 2004, 138,932,481) 1,795 1,389

Additional paid in capital 6,472,839 3,950,175

Accumulated other comprehensive income 268,243 460,273

Deferred compensation (95,464) (69,988)

Retained earnings 1,824,191 3,396,639

Total shareholders’ equity $ 8,471,811 $ 7,738,695

Total liabilities and shareholders’ equity $ 58,454,901 $ 49,245,469
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For the years ended December 31, 2005, 2004 and 2003

(U.S. dollars in thousands, except share and per share amounts) 2005 2004 2003

REVENUES:

Net premiums earned – general operations $ 6,873,638 $ 6,987,940 $ 6,089,578

Net premiums earned – life and annuity operations 2,237,721 1,365,176 708,994

Net premiums earned – financial operations 254,136 228,898 195,344

Net investment income 1,475,039 1,035,012 815,487

Net realized gains on investments 241,882 246,547 120,195

Net realized and unrealized gains on derivative instruments 28,858 73,493 6,073

Net income from investment affiliates 154,844 124,008 119,200

Fee income and other 19,297 35,317 41,744

Total revenues $ 11,285,415 $ 10,096,391 $ 8,096,615

EXPENSES:

Net losses and loss expenses incurred – general and financial operations $ 7,465,001 $ 4,911,488 $ 4,696,427

Claims and policy benefits – life and annuity operations 2,479,364 1,480,535 791,454

Acquisition costs 1,195,344 1,264,864 1,167,186

Operating expenses 982,059 1,053,135 797,826

Foreign Exchange losses (gains) 10,954 (40,678) (38,619)

Interest expense 403,849 292,234 233,929

Amortization of intangible assets 10,752 15,827 4,637

Total expenses $ 12,547,323 $ 8,977,405 $ 7,652,840

Income (loss) before minority interest, income tax and equity in net income of operating affiliates $ (1,261,908) $ 1,118,986 $ 443,775

Minority interest in net income of subsidiary 8,210 8,387 9,264

Income tax expense 49,284 91,343 31,455

Net income from operating affiliates 67,426 147,357 8,923

Net (loss) income $ (1,251,976) $ 1,166,613 $ 411,979

Preference share dividends (40,322) (40,321) (40,321)

Net (loss) income available to ordinary shareholders $ (1,292,298) $ 1,126,292 $ 371,658

Net (loss) income $ (1,251,976) $ 1,166,613 $ 411,979

Change in net unrealized appreciation (depreciation) of investments, net of tax (314,719) 198,912 352,719

Derivative (loss) on cash flow hedge 630 (6,118) –

Impact of net unrealized gain or loss on future policy benefit reserves (46,743) (49,250) (10,487)

Foreign currency translation adjustments 168,802 (173,466) (36,851)

Comprehensive (loss) income $ (1,444,006) $ 1,136,691 $ 717,360

Weighted average ordinary shares and ordinary share equivalents outstanding – basic 141,406 137,903 136,906

Weighted average ordinary shares and ordinary share equivalents outstanding – diluted 141,406 138,582 138,187

(Loss) Earnings per ordinary share and ordinary share equivalent – basic $ (9.14) $ 8.17 $ 2.71

(Loss) Earnings per ordinary share and ordinary share equivalent – diluted $ (9.14) $ 8.13 $ 2.69

XL Capital Ltd Consolidated Statements 
of Income and Comprehensive Income

See Notes to Consolidated Financial
Statements in the Company’s Annual
Report on Form 10-K for the year
ended December 31, 2005 on file 
with the U.S. Securities and 
Exchange Commission.
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(U.S. dollars in thousands) 2005 2004 2003

SERIES A AND B PREFERENCE ORDINARY SHARES:

Balance – beginning of year $ 207 $ 207 $ 207

Issue of shares – – –

Balance – end of year $ 207 $ 207 $ 207

ORDINARY SHARES:

Balance – beginning of year $ 1,389 $ 1,373 $ 1,360

Issue of shares 398 7 5

Exercise of stock options 9 10 8

Repurchase of shares (1) (1) –

Balance – end of year $ 1,795 $ 1,389 $ 1,373

ADDITIONAL PAID IN CAPITAL:

Balance – beginning of year $ 3,950,175 $ 3,949,421 $ 3,979,979

Issue of shares 2,504,872 59,407 34,103

Stock option expense 20,457 14,575 5,590

Exercise of stock options 36,293 34,796 42,103

Repurchase of shares (2,036) (3,558) (424)

Equity units / debt value (36,922) (104,466) –

Contingent capital costs – – (111,930)

Balance – end of year $ 6,472,839 $ 3,950,175 $ 3,949,421

ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS):

Balance – beginning of year $ 460,273 $ 490,195 $ 184,814

Net change in unrealized gains (losses) on investment portfolio, net of tax (340,156) 211,933 356,137

Net change in unrealized (losses) gains on affiliate and other investments 25,437 (13,021) (3,418)

Derivative loss on cash flow hedge 630 (6,118) –

Impact of net unrealized gain or loss on future policy benefit reserves (46,743) (49,250) (10,487)

Foreign Currency translation adjustments 168,802 (173,466) (36,851)

Balance – end of year $ 268,243 $ 460,273 $ 490,195

DEFERRED COMPENSATION:

Balance – beginning of year $ (69,988) $ (46,124) $ (31,282)

Issue of restricted shares (58,480) (52,257) (32,757)

Amortization 33,004 28,393 17,915

Balance – end of year $ (95,464) $ (69,988) $ (46,124)

RETAINED EARNINGS:

Balance – beginning of year $ 3,396,639 $ 2,541,843 $ 2,434,511

Net (loss) income (1,251,976) 1,166,613 411,979

Dividends on Class A ordinary shares (276,655) (270,452) (263,176)

Dividends on Series A and B preference ordinary shares (40,322) (40,321) (40,321)

Repurchase of shares (3,495) (1,044) (1,150)

Balance – end of year $ 1,824,191 $ 3,396,639 $ 2,541,843

Total shareholders’ equity $ 8,471,811 $ 7,738,695 $ 6,936,915

XL Capital Ltd Consolidated Statements 
of Shareholders’ Equity
For the years ended December 31, 2005, 2004 and 2003

See Notes to Consolidated Financial
Statements in the Company’s Annual
Report on Form 10-K for the year
ended December 31, 2005 on file 
with the U.S. Securities and 
Exchange Commission.
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For the years ended December 31, 2005, 2004 and 2003

(U.S. dollars in thousands) 2005 2004 2003

CASH FLOWS (USED IN)  PROVIDED BY OPERATING ACTIVITIES:

Net (loss) income $ (1,251,976) $ 1,166,613 $ 411,979

ADJUSTMENTS TO RECONCILE NET INCOME (LOSS) TO NET CASH PROVIDED BY OPERATING ACTIVITIES:

Net realized (gains) losses on sales of investments (241,882) (246,547) (120,195)

Net realized and unrealized (gains) losses on derivative instruments (28,858) (73,493) (6,073)

Amortization of discounts on fixed maturities 50,206 80,740 44,792

Amortization of intangible assets 10,752 15,827 4,637

Amortization of deferred compensation 33,004 28,393 17,915

Accretion of convertible debt 976 21,775 25,512

Accretion of deposit liabilities 227,743 148,587 123,750

Equity in net income of investment, and operating affiliates (222,270) (271,365) (128,123)

Unpaid losses and loss expenses 3,930,003 3,074,545 3,430,622

Unearned premiums 197,628 461,379 701,690

Premiums receivable 39,187 (350,906) 105,391

Unpaid losses and loss expenses recoverable 529,834 (926,335) (935,055)

Future policy benefit reserves 1,271,405 1,284,531 691,107

Prepaid reinsurance premiums (75,296) (14,665) (20,559)

Reinsurance balances receivable 52,726 263,747 (119,516)

Reinsurance balances payable (150,937) 39,950 (398,411)

Deferred acquisition costs (20,778) (67,540) (89,601)

Deferred tax asset (29,800) 21,478 10,547

Other (72,231) (212,676) (374,832)

Total adjustments $ 5,501,412 $ 3,277,425 $ 2,963,598

Net cash provided by operating activities $ 4,249,436 $ 4,444,038 $ 3,375,577

CASH FLOWS USED IN INVESTING ACTIVITIES:

Proceeds from sale of fixed maturities and short-term investments $ 22,113,395 $ 23,346,159 $ 27,235,169

Proceeds from redemption of fixed maturities and short-term investments 2,415,467 3,976,544 11,462,093

Proceeds from sale of equity securities 1,125,801 771,943 1,224,420

Purchases of fixed maturities and short-term investments (32,738,114) (33,935,292) (44,732,460)

Purchases of equity securities (946,373) (805,235) (909,414)

Investments in affiliates, net of dividends received 106,610 88,997 (56,004)

Acquisition of subsidiaries, net of cash acquired – – (91,470)

Other investments 19,070 (27,666) (27,847)

Fixed assets and other – – (3,338)

Net proceeds from purchase and sale of leasehold property – – 45,307

Net Cash Used in Investing Activities $ (7,904,144) $ (6,584,550) $ (5,853,544)

XL Capital Ltd Consolidated Statements 
of Cash Flows

See Notes to Consolidated Financial
Statements in the Company’s Annual
Report on Form 10-K for the year
ended December 31, 2005 on file 
with the U.S. Securities and 
Exchange Commission.
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XL Capital Ltd Consolidated Statements 
of Cash Flows ( CONTINUED )

For the years ended December 31, 2005, 2004 and 2003

(U.S. dollars in thousands) 2005 2004 2003

CASH FLOWS PROVIDED BY FINANCING ACTIVITIES:

Proceeds from exercise of stock options and issue of common shares $ 2,478,065 $ 41,480 $ 42,113

Repurchase of common shares (5,532) (4,602) (1,574)

Dividends paid on common shares (276,655) (270,452) (263,176)

Dividends paid on preference shares (40,322) (40,321) (40,321)

Proceeds from notes payable and debt 790,291 1,742,317 –

Repayment of notes payable and debt (100,000) (974,384) –

Deposit liabilities 2,023,601 1,452,493 1,551,041

Net cash flow on securities lending 274,582 (324,470) 313,861

NET CASH PROVIDED BY FINANCING ACTIVITIES: 5,144,030 1,622,061 1,601,944

Effects of exchange rate changes on foreign currency cash 427 (228) 2,646

Increase (Decrease) in cash and cash equivalents 1,489,749 (518,679) (873,377)

Cash and cash equivalents – beginning of year 2,203,726 2,722,405 3,595,782

Cash and cash equivalents – end of year $ 3,693,475 $ 2,203,726 $ 2,722,405

Net taxes (paid) received $ (34,500) $ (30,861) $ (3,154)

Interest paid $ (143,437) $ (79,848) $ (62,929)

See Notes to Consolidated Financial
Statements in the Company’s Annual
Report on Form 10-K for the year
ended December 31, 2005 on file 
with the U.S. Securities and 
Exchange Commission.
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Our senior management and our Board of

Directors have helped create a culture

that is focused on the core values of 

Ethics, Excellence, Development, Respect

and Teamwork. These values serve as the

foundation for XL Capital Ltd’s corporate

governance framework, including:

– A Board of Directors with the majority 
of the directors being independent 
of management.

– Separation of the roles of Chief 
Executive Officer and Chairman 
of the Board.

– An Audit Committee, Compensation 
Committee and Nominating and 
Governance Committee comprised 
solely of independent Directors.

– A Code of Business Conduct & Ethics.

– A Code of Ethics for Senior 
Financial Officers.

– Published Corporate Governance 
Guidelines.

– Published Charters for all Committees 
of the Board.

– Audit and Finance Committees 
comprised of financially knowledgeable 
Directors with extensive experience.

– A Board of Directors that meets 
regularly in executive session 

without the CEO or other members 
of management present.

– Board Committees that meet regularly 
without management present.

– An annual evaluation of the perform-
ance of the Board of Directors and the 
Committees of the Board.

– An orientation plan for new Directors.

– An ongoing Director education program.

– Share ownership guidelines for 
Directors and Senior Management.

– An established system of internal 
control with appropriate checks 
and balances.

– Transparency in financial reporting 
and disclosure.

– A solid company-wide commitment to the
long-term creation of shareholder value.

In sum, it is our mission to continue to work

diligently to set and maintain the highest

standards of corporate governance in the

twenty-first century, and we are dedicated to

fulfilling that mission.

Chairman’s
Letter on
Corporate
Governance

XL Capital Ltd is a leader in the financial services industry, which is among

the most regulated in the world. In an era confronted by change and 

challenge, we at XL Capital remain committed to the highest standards of

corporate governance.

Michael P. Esposito, Jr

Chairman of the Board
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Ordinary Shares

The Company’s class A ordinary shares were

first listed on the New York Stock Exchange

on July 19, 1991 under the symbol XL.

The following table sets forth the high, low,

and closing sales prices per share of the

Company’s class A ordinary shares, as

reported on the New York Stock Exchange

Composite Tape for the four fiscal quarters

of 2005 and 2004.

As at December 31, 2005 there were

179,528,593 class A ordinary shares out-

standing. 

Transfer Agent

Mellon Investor Services, 85 Challenger

Road, Ridgefield Park, New Jersey 07660,

U.S.A. Shareholders can call into Mellon’s

Communication Center at 1 (800) 756-3353 

or 1 (201) 329-8660 or via the Internet at

www.melloninvestor.com

Form 10-K

The Company’s Annual Report on Form 10-K

for the fiscal year ended December 31, 2005

is filed with the Securities and Exchange

Commission. Copies are available with-

out charge by writing to Investor Relations, 

XL Capital Ltd, P.O. Box HM 2245, Hamilton 

HM JX, Bermuda.

Independent Auditors

PricewaterhouseCoopers LLP, 300 Madison

Avenue, New York, NY, 10017, U.S.A.

Registered Office 

C/O Appleby, Spurling & Hunter, Clifton

House, P.O. Box 190 GT, Grand Cayman,

Cayman Islands.

XL Capital Ltd 

XL House, One Bermudiana Road, 

Hamilton HM 11, Bermuda. 

Telephone: (441) 292-8515 

Fax: (441) 292-5280 

Website: www.xlcapital.com  

2005 2004

Corporate
Information

The annual general meeting of holders of class A ordinary shares of 

XL Capital Ltd will be held on Friday, April 28, 2006 at the Company’s

Head Office, XL House, One Bermudiana Road, Hamilton, Bermuda at 

8:30 a.m. local time.

CERTIFICATION STATEMENT: The required Section 303A Annual Certification of the Chief Executive Officer of 
XL Capital Ltd has been submitted to the New York Stock Exchange, and the certifications pursuant to Section
302 of the Sarbanes-Oxley Act of 2002 and required by Rules 13a–14(a) or 15d–14(a) of the Securities
Exchange Act of 1934, have been filed with the U.S. Securities and Exchange Commission as exhibits to 
XL Capital Ltd’s Annual Report on Form 10-K for the year ended December 31, 2005.

High Low Close High Low Close

$ $ $ $ $ $

1ST QUARTER 79.80 70.89 72.37 81.54 72.44 76.04

2ND QUARTER 76.05 67.40 74.42 79.55 73.92 75.46

3RD QUARTER 74.99 64.95 68.03 75.99 68.87 73.99

4TH QUARTER 74.44 60.63 67.38 79.56 67.62 77.65



Disclaimer and Cautionary Statement

This report should be read in conjunction with
Management’s Discussion and Analysis of Financial
Condition and Results of Operations and the
Consolidated Financial Statements and the Notes
thereto set forth in XL Capital Ltd’s Annual Report on
Form 10-K for the year ended December 31, 2005 on
file with the U.S. Securities and Exchange Commission.

This report contains “forward-looking statements” as
defined in the Private Securities Litigation Reform Act of
1995 that reflect XL Capital Ltd’s current views with respect
to future events, expectations and financial performance.
Such statements are based on current plans, estimates,
expectations and projections. Actual results may differ
materially from those included in such forward-looking
statements and therefore you should not place undue
reliance on them. A non-exclusive list of the important
factors that could cause actual results to differ materi-
ally from those in such forward-looking statements is
set forth under the caption “Management’s Discussion and
Analysis of Financial Condition and Results of Operations
-Cautionary Note Regarding Forward-Looking Statements”
in XL Capital Ltd’s Annual Report on Form 10-K for the
year ended December 31, 2005 on file with the U.S.
Securities and Exchange Commission. XL Capital Ltd
undertakes no obligation to publicly update or revise
any “forward-looking statements”.
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